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A
t  the Board meeting in January, the Employees Retirement Board held 
a public hearing  to review and consider adoption of a monthly 
benefi t amount for the Post Retirement Supplemental Benefi t 
(PRSB) for the calendar year 2009.  Upon review of the actuarial 

valuation prepared by The Segal Company, the Board determined that the 
PRSB rate will be $320.59 per month for 
calendar year 2009.  All qualifi ed retirees 
and benefi ciaries will receive this amount 
in their retirement benefi t checks through 
calendar year 2009.  The $320.59 ap-
peared on the January 31, 2009, retire-
ment benefi t. 
 Also at the Board meeting in Janu-
ary, the Board adopted employees contri-
bution rates for the fi scal year 2009/2010.  
The City's normal contribution rates for 
the Employees Retirement System will be 
10.62 percent, an increase of .06 from the 
prior year.   Members’ contribution rates 
will be slightly increased by an average 
of 0.02 percent from the prior year. The 
prefunded actuarial accrued liabilities and 
the City's prepayment of contributions will 
offset the City's contribution requirement leaving a net 
City normal pension contribution rate of zero percent for 
the fi scal year 2009/2010.   Upon application of the fi nancial reporting require-
ments, the actuary determined that the actuarial value of the System's assets 
was $981.0 million with an asset market value of $969.0 million and the related 
actuarial accrued liabilities was $689.8 million.  The funded ratio as of June 30, 
2008, was 142.2 percent, which is a 3.13 percent decrease from the prior year.  
Adopted rates will be effective July 1, 2009.
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By Stanley L. McDivitt, Retirement AdministratorBy Stanley L. McDivitt, Retirement Administrator

I N V E S T M E N T  N E W SI N V E S T M E N T  N E W S
Status of Investment Committee ProjectsStatus of Investment Committee Projects

In November 2008, the Investment Committee completed In November 2008, the Investment Committee completed 
its search for investment related legal services with the its search for investment related legal services with the 
recommendation and Boards approval to retain the fi rm of recommendation and Boards approval to retain the fi rm of 
K&L|Gates. K&L|Gates will review and evaluate our master K&L|Gates. K&L|Gates will review and evaluate our master 
agreement for investment managers and review disclosure and agreement for investment managers and review disclosure and 
agreement documents relating to the Systems’ evaluation of agreement documents relating to the Systems’ evaluation of 
Core and Valued-Added Real Estate products. Given the current Core and Valued-Added Real Estate products. Given the current 
state of the economy, the Investment Committee is continuing state of the economy, the Investment Committee is continuing 
its eff orts to ensure that a thorough evaluation of the real its eff orts to ensure that a thorough evaluation of the real 
estate market conditions is completed before moving forward estate market conditions is completed before moving forward 
with a recommendation and proposal concerning real estate with a recommendation and proposal concerning real estate 
opportunities.opportunities.

During the fi rst quarter of 2009, the Investment Committee During the fi rst quarter of 2009, the Investment Committee 
will focus on a review of the Systems’ historical Asset Allocation will focus on a review of the Systems’ historical Asset Allocation 
decisions; manager searches and retention, process and decisions; manager searches and retention, process and 
procedures; and performance compared to other Public procedures; and performance compared to other Public 
Pension Systems to ensure that our processes are eff ective.Pension Systems to ensure that our processes are eff ective.

Phase II implementation of the new Asset Allocation Plan Phase II implementation of the new Asset Allocation Plan 
increases the real estate allocation from 10% to 15% and lowers increases the real estate allocation from 10% to 15% and lowers 
the System’s total allocation to fi xed income from 30% to 25%. the System’s total allocation to fi xed income from 30% to 25%. 
The Phase II implementation of the Asset Allocation will be The Phase II implementation of the Asset Allocation will be 
formally proposed to the Boards upon completion of the real formally proposed to the Boards upon completion of the real 
estate and fi xed income manager searches.  estate and fi xed income manager searches.  

The Economy The Economy 

By all accounts, the year 2008 will be deemed to have been By all accounts, the year 2008 will be deemed to have been 
a monumentally diffi  cult period in history and a signifi cantly a monumentally diffi  cult period in history and a signifi cantly 
challenging period in the global investment markets.challenging period in the global investment markets.

Housing weakness, creative fi nancing and poor underwriting Housing weakness, creative fi nancing and poor underwriting 
in the loan-origination processes, to name a few, led to massive in the loan-origination processes, to name a few, led to massive 
rating downgrades by the major rating agencies in the home rating downgrades by the major rating agencies in the home 
equity and non-agency residential mortgage backed sectors of equity and non-agency residential mortgage backed sectors of 
the fi xed income market.  The lack of liquidity and the massive the fi xed income market.  The lack of liquidity and the massive 
amount of leverage in the fi nancial markets led to the takeover amount of leverage in the fi nancial markets led to the takeover 
of Bears Stearns, the demise of Lehman Brothers and forced of Bears Stearns, the demise of Lehman Brothers and forced 
sales of several major banks in the U.S. which led to a great lack sales of several major banks in the U.S. which led to a great lack 
of confi dence in the global investment markets.of confi dence in the global investment markets.

Despite the challenges that the economy faces which appear Despite the challenges that the economy faces which appear 
more profound than a recession or a fi nancial crisis, the more profound than a recession or a fi nancial crisis, the 
Retirement Systems remain well funded and have provided a Retirement Systems remain well funded and have provided a 
solid rate of return from a long-term perspective.  We remain solid rate of return from a long-term perspective.  We remain 

confi dent that new investment opportunities will arise from confi dent that new investment opportunities will arise from 
the current fi nancial crisis and with the required amount the current fi nancial crisis and with the required amount 
of due diligence and vigilance we will position the Systems of due diligence and vigilance we will position the Systems 
investments for future long-term growth. investments for future long-term growth. 

Investment Performance of the SystemsInvestment Performance of the Systems

For the fi rst six months of fi scal year 2009 ending December 31, For the fi rst six months of fi scal year 2009 ending December 31, 
2008, our System’s cumulative investment returns were -24.87 2008, our System’s cumulative investment returns were -24.87 
percent.  For the past fi ve years the System’s annualized return percent.  For the past fi ve years the System’s annualized return 
was 1.29% which compares somewhat favorably with the fi ve was 1.29% which compares somewhat favorably with the fi ve 
year return of the DJWilshire 5000 composite index return of year return of the DJWilshire 5000 composite index return of 
-1.69%, SP 500 return of -2.19%, the Russell 2000 Growth return -1.69%, SP 500 return of -2.19%, the Russell 2000 Growth return 
of -2.35%, MSCI EAFE International Index return of 2.10% and of -2.35%, MSCI EAFE International Index return of 2.10% and 
the Lehman Aggregate bond index of 4.65%.  the Lehman Aggregate bond index of 4.65%.  

Over the past year and a half, the global investment markets Over the past year and a half, the global investment markets 
have experienced unprecedented turbulence culminating in have experienced unprecedented turbulence culminating in 
the severe downturn of all equity, fi xed income and real estate the severe downturn of all equity, fi xed income and real estate 
markets following the bankruptcy of Lehman Brothers in markets following the bankruptcy of Lehman Brothers in 
September 2008.  With this severe downturn in the investment September 2008.  With this severe downturn in the investment 
markets, the Systems’ annualized returns are 6.93 over the markets, the Systems’ annualized returns are 6.93 over the 
past fi fteen years, 0.22 percent above the Systems’ weight past fi fteen years, 0.22 percent above the Systems’ weight 
benchmark return of 6.71 percent and 1.32 percent below the benchmark return of 6.71 percent and 1.32 percent below the 
target investment rate of 8.25 percent.target investment rate of 8.25 percent.

As of December 31, 2008, the Retirement System’s portfolio As of December 31, 2008, the Retirement System’s portfolio 
had 50.0 percent in equities, 38.2 percent in fi xed income, had 50.0 percent in equities, 38.2 percent in fi xed income, 
11.9 percent in public and private open ended real estate 11.9 percent in public and private open ended real estate 
investment funds.  The investments were further diversifi ed investment funds.  The investments were further diversifi ed 
into the following asset classes and target percentages:into the following asset classes and target percentages:

Actual     TargetActual     Target

Large-Cap equities  19.3%  22.5%Large-Cap equities  19.3%  22.5%
Small-Cap equities    7.7%    7.5%Small-Cap equities    7.7%    7.5%
International equities  19.8%  25.0%International equities  19.8%  25.0%
Emerging Market equities       3.1%    5.0%Emerging Market equities       3.1%    5.0%
Domestic fi xed income   33.4%  25.0%Domestic fi xed income   33.4%  25.0%
High Yield fi xed income             4.8%    5.0%High Yield fi xed income             4.8%    5.0%
Real estate    11.9%  10.0%Real estate    11.9%  10.0%

Total      100%  100.0%Total      100%  100.0%

This asset class diversifi cation along with portfolio investment This asset class diversifi cation along with portfolio investment 
style diversifi cation is all part of the Retirement Board’s style diversifi cation is all part of the Retirement Board’s 
Investment Risk Management Program.Investment Risk Management Program.



Additional DROP Distribution OptionAdditional DROP Distribution Option
Reminder for Retirees:Reminder for Retirees:

As an annual reminder to retirees that are still receiving a monthly As an annual reminder to retirees that are still receiving a monthly 

DROP distribution payment, last year the Retirement Board approved a DROP distribution payment, last year the Retirement Board approved a 

supplementary DROP distribution option.supplementary DROP distribution option.

This supplementary option allows a retiree to request a partial lump sum distribution from their This supplementary option allows a retiree to request a partial lump sum distribution from their 

DROP account once per year.  Upon distribution of an amount requested from a DROP account, your DROP account once per year.  Upon distribution of an amount requested from a DROP account, your 

remaining DROP account balance will be recalculated (to a reduced amount) and distributed based remaining DROP account balance will be recalculated (to a reduced amount) and distributed based 

on the remaining DROP distribution period that you initially selected at the time of retirement.  on the remaining DROP distribution period that you initially selected at the time of retirement.  

Remember that any distribution made from your DROP account may not be redeposited into the Remember that any distribution made from your DROP account may not be redeposited into the 

Retirement System. Retirement System. 

For more information, call the Retirement Offi ce at (559) 621-7080 to schedule an appointment or For more information, call the Retirement Offi ce at (559) 621-7080 to schedule an appointment or 

speak to a Retirement Counselor. speak to a Retirement Counselor. 

Should I be Concerned About My Retirement Benefi ts or My Member Account Balance Due 
to the Current Economic Crisis?

Your retirement benefi ts and member contribution account balances are protected against any declines due Your retirement benefi ts and member contribution account balances are protected against any declines due 
to the economic crisis and are NOT based on the investment earnings of the System.  At retirement, your ben-to the economic crisis and are NOT based on the investment earnings of the System.  At retirement, your ben-
efi ts are calculated based on a formula that uses your years of service as a member of the System, your fi nal efi ts are calculated based on a formula that uses your years of service as a member of the System, your fi nal 
average salary and your age.  (Our website at CFRS-CA.org has a benefi t calculator to estimate your benefi t).  average salary and your age.  (Our website at CFRS-CA.org has a benefi t calculator to estimate your benefi t).  

Because the City’s pension plans are defi ned benefi t plans, your pension contributions are established in the Because the City’s pension plans are defi ned benefi t plans, your pension contributions are established in the 
Fresno Municipal Code.  The City of Fresno is then responsible for making suffi  cient pension contributions that Fresno Municipal Code.  The City of Fresno is then responsible for making suffi  cient pension contributions that 
will maintain proper funding of the System as determined by the Retirement Board.  Your base pension benefi t will maintain proper funding of the System as determined by the Retirement Board.  Your base pension benefi t 
does not fl uctuate with the earnings or losses in the stock market or the strength or weakness of the economy.  does not fl uctuate with the earnings or losses in the stock market or the strength or weakness of the economy.  
For those active members who are participating in the City’s DROP program, your DROP account can be im-For those active members who are participating in the City’s DROP program, your DROP account can be im-
pacted by the investment earnings of the System, however, your account is credited with the actual fi ve year pacted by the investment earnings of the System, however, your account is credited with the actual fi ve year 
moving average investment earnings of the System net of investment costs which allows for a smoothing of moving average investment earnings of the System net of investment costs which allows for a smoothing of 
gains and losses and should help smooth any negative impact. gains and losses and should help smooth any negative impact. 

Doesn’t the System Need Investment Earnings to Pay Benefi ts?   

The Board’s goal is to earn an average investment return of 8.25% over long periods of time.  So while the Sys-The Board’s goal is to earn an average investment return of 8.25% over long periods of time.  So while the Sys-
tem lost 6.05% in fi scal year 2008 and more during the fi rst six months of the current fi scal year, over the fi ve tem lost 6.05% in fi scal year 2008 and more during the fi rst six months of the current fi scal year, over the fi ve 
previous years, the System has had an average investment return of 10.04% which includes the loss in fi scal previous years, the System has had an average investment return of 10.04% which includes the loss in fi scal 
year 2008.  Our fi ve year average return of 10.04% exceeded the Board’s benchmark of weighted indexes by year 2008.  Our fi ve year average return of 10.04% exceeded the Board’s benchmark of weighted indexes by 
.15% and exceeded the median public fund return in our consultant’s database of 7.56% by 2.48%.  Remem-.15% and exceeded the median public fund return in our consultant’s database of 7.56% by 2.48%.  Remem-
ber that the Board does not use any hedge fund managers or risky private equity managers to achieve their ber that the Board does not use any hedge fund managers or risky private equity managers to achieve their 
returns.   returns.   

The Retirement Board maintains a diversifi ed portfolio of domestic and international equities along with fi xed The Retirement Board maintains a diversifi ed portfolio of domestic and international equities along with fi xed 
income and real estate investments.  The Board and their consultants expect the System to continue over the income and real estate investments.  The Board and their consultants expect the System to continue over the 
longer term to earn its assumed rate of return.  longer term to earn its assumed rate of return.  



ATTENTION DROP MEMBERS AND RETIREES!  ATTENTION DROP MEMBERS AND RETIREES!  
If you move or have a change in marital status, remember to notify If you move or have a change in marital status, remember to notify 
the Retirement Offi ce. Providing this information to department the Retirement Offi ce. Providing this information to department 
payroll personnel will not update the Retirement Offi ce records.payroll personnel will not update the Retirement Offi ce records.

On January 6, 2009, Jim Lennon, Central Printing On January 6, 2009, Jim Lennon, Central Printing 
Technician passed away after a long and courageous Technician passed away after a long and courageous 
battle with cancer.  In his 19 years of service in the battle with cancer.  In his 19 years of service in the 

Central Printing Division, Jim always made a consistent Central Printing Division, Jim always made a consistent 
and concerted daily effort to treat and make his and concerted daily effort to treat and make his 

customers feel that they were his highest priority.  customers feel that they were his highest priority.  

The Retirement Boards and Staff will always appreciate The Retirement Boards and Staff will always appreciate 
and miss Jim’s positive attitude and warm smile.and miss Jim’s positive attitude and warm smile.

On Febuary 3, 2009, the City Council renamed theOn Febuary 3, 2009, the City Council renamed the
 City Hall Copy Center (Room 1087) to the City Hall Copy Center (Room 1087) to the

“Jim Lennon Copy Center”.“Jim Lennon Copy Center”.
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RETIREESRETIREES
Anita AllenAnita Allen
Ronald BarkerRonald Barker
Joanna BertoluggiJoanna Bertoluggi
Julia CanoJulia Cano
Kathleen GravesKathleen Graves
Michael ChacanacaMichael Chacanaca
Joe DiazJoe Diaz
Dennis HayesDennis Hayes

James IngramJames Ingram
Douglas KirkDouglas Kirk
Loretta LewisLoretta Lewis
Robert LewisRobert Lewis
Rose Lopez- SiviaRose Lopez- Sivia
Mohammad MoaddabMohammad Moaddab
Trent MobleyTrent Mobley
Elizabeth PonceElizabeth Ponce

Monty PozzobonMonty Pozzobon
George SmithGeorge Smith
Matthew TakahashiMatthew Takahashi
Karen Thurber-LockwoodKaren Thurber-Lockwood
Jeanette TottenJeanette Totten
Larry WyrickLarry Wyrick

RETIREMENT BENEFIT DATES RETIREMENT BENEFIT DATES 
March 31, 2009March 31, 2009
April 30, 2009April 30, 2009
May 29, 2009May 29, 2009

October 1, 2008October 1, 2008
toto

March 31, 2009March 31, 2009

ANITA ALLENANITA ALLEN
JOANNA BERTOLUCCIJOANNA BERTOLUCCI
KRISTIE BUSCHTAKRISTIE BUSCHTA
MICHAEL CHACANACAMICHAEL CHACANACA
JOE DIAZJOE DIAZ
DOUGLAS KIRKDOUGLAS KIRK
LORETTA LEWISLORETTA LEWIS
ROBERT LEWISROBERT LEWIS
ELIZABETH PONCEELIZABETH PONCE
MONTY POZZOBONMONTY POZZOBON


