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SUBMISSION FOR INFORMATIONAL PURPOSES OF THE COMPREHENSIVE 
ANNUAL FINANCIAL REPORTS ("CAFR'? REGARDING THE FINANCIAL 
ACTIVITIES OF THE CITY OF FRESNO RETIREMENT SYSTEMS FOR THE 
FISCAL YEAR ENDING JUNE 30, 2013 

RECOMMENDATION 

The Retirement Boards have reviewed and approved the attached Comprehensive Annual 
Financial Reports for the fiscal year ended June 30, 2013, and recommend that the City 
Council receive and accept the reports for informational purposes. 

SUMMARY 

The Retirement Boards are proud to submit their June 30, 2013 Comprehensive Annual 
Financial Reports ("CAFR") to the City Council for informational purposes to keep the City 
Council informed and provide knowledge of the Reti rement Systems' activities from the past 
fiscal year. 

CAFR Information 

At their December 9, 2013, Retirement Board meeting, the Boards approved the attached 
Comprehensive Annual Financial Reports ("CAFR") for the fiscal year ended June 30, 2013. 
At that meeting, the Boards directed the Retirement Administrator to submit each CAFR to the 
City Council, Mayor and City Manager and to keep the City informed on the activities of the 
Retirement Systems. 

The Government Finance Officers Association of the United States and Canada (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City 
of Fresno Retirement Systems for each of their Comprehensive Annual Financial Reports for 
the fiscal year ended June 30, 2012. In order to be awarded a Certificate of Achievement, a 
government must publish an easily readable and efficiently organized comprehensive annual 
financial report. These reports must satisfy both generally accepted accounting principles and 
applicable legal requirements. 
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The two City of Fresno Retirement Boards, which oversee the administration of the Retirement 
Systems and combined investments of $2.2 billion as of June 30, 2013, respectfully submit the 
results of their fiscal year 2013 investment earnings and the funding status of the Systems. 

The Comprehensive Annual Financial Reports ("CAFR") of the City of Fresno Retirement 
Systems for the years ended June 30, 2013 and 2012 are submitted herewith. Information 
contained in these reports are designed to provide a complete and accurate review of the 
year's operations. Responsibility for both the accuracy of the data, and the completeness and 
fairness of the presentation, rests with the management of the Systems. For a general 
overview of the Systems' finances, please refer to Management's Discussion and Analysis 
letter in the Financial Section of the reports. 

In addition to the information in the CAFR reports, I have prepared the attached schedule of 
summary information on the City's Retirement Systems. These documents are intended to 
provide Council members with an overview of the Systems. For a summary of major 
initiatives of the retirement plans, see pages v, vi and vii in the Introductory Section of the 
attached Financial Reports. 

The Financial Reports were prepared as of June 30, 2013, and consist of six sections: 

1. The Introductory Section describes the Systems' management and organizational 
structure, a summary of the plan provisions and a listing of the professional services 
providers; and 

2. The Financial Section contains the general purpose financial statements of the 
Systems and the Independent Auditor's Opinion Letter; and 

3. The Investment Section includes a letter from the Systems' investment consultant, 
NEPC, recapping the fiscal year investment results and activities, along with 
performance and asset allocation information; and 

4. The Actuarial Section includes the certification letter produced by the independent 
actuary, The Segal Company, along with supporting schedules and information; and 

5. The Statistical Section which includes trend information and graphs; and 

6. The Compliance Section which includes the Independent Auditor's Internal Control 
Letter. 
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Retirement Board Adopted City Actuarial Rates for Fiscal Year 2015 

Additionally, the Retirement Boards at their Board meeting December 9, 2013, adopted the 
following City Normal Pension Contribution rates for Fiscal Year 2015: 

CAFR Current Adopted 
System FY 2013 FY 2014 FY2015 

Employees Retirement System 12.63% 11.01% 11 .65% 

Fire and Police System (Blended Tiers) 19.84% 20.19% 20.83% 

The net City contribution rate of 11.65% for the Employees System is an increase of 0.64% 
over the current fiscal year 2014 net rate of 11.01 %. This increase is the net result of (i) the 
changes in actuarial assumptions, after phasing in the employer's contribution rate impact over 
three years, (ii) difference between the actual and the estimated 2013/2014 plan year 
contribution offset, and (iii) changes in membership demographics and refinements in the 
calculation of the Normal Cost rate. 

The projected increase in dollars is approximately $7 41 ,000 for fiscal year 2015. The net 
increase in the City's and employees' cost are primarily due to the reduction in the investment 
return assumption from 8.00% to 7.50%. The net City rate determined in the 2013 valuation 
would have increased from 11.01 % to 12.18% without the three-year phase-in. The fiscal 
year 2015 contribution increase in the Employees System will be spread across the various 
Enterprise Funds, Internal Service Funds and to the General Fund. 

Employees System 
City Normal Contribution Rate History 
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The blended Fire and Police System rate of 20.83% is an increase of 0.64% from the current 
fiscal year 2014 City contribution rate of 20.19% and will increase the City's payments to the 
Fire and Police System by approximately $671 ,000. The net increase in the City's and 
employees' cost are primarily due to the reduction in the investment return assumption from 
8.00% to 7.50%. The City's contributions in 2016 and 2017 will increase again due to the 
further recognition of the cost impact of the changes in assumptions, including the interest cost 
associated with the phase-in of the reduction in the investment rate of return assumption. 
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Fire and Police System 
City Contribution Rate History 
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System's Funding Status 

• Fire & Pol iCe tacr .11. 

• Fire & Pollee her 2 

As the two highest funded Public Retirement Systems (City of Fresno Fire and Police 
Retirement System 106.4% and the City of Fresno Employees Retirement System 99.9% as of 
June 30, 2013 on an actuarial basis and if measured on a market value of assets basis the 
City of Fresno Fire and Police Retirement System 108.5% and the City of Fresno Employees 
Retirement System 101.8%) in the State of California, the Systems have continued to achieve 
favourable investment returns for the Systems when compared to other institutional investors. 

Investment Return Information 

For the fiscal year ended June 30, 2013, our investment activities returned gross of fees 13.59 
percent; for the past five years our gross of fees return was 5.31 percent annualized and 7.65 
percent annualized over the prior ten years as of June 30, 2013. 

Due to the extreme volatility in the various economies of the world and the global financial 
markets over the past twenty to twenty-five years it is of utmost importance to examine the 
System's investment returns with a long-term view rather than a short-term focus which tends 
to distort the perception of how well the investments have actually performed. As an example, 
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you cannot isolate the high returns during the Tech Bubble in the 1990's without including the 
Tech Bubble corrections in the early 2000's. The intermediate term (five, ten, and fifteen-year) 
performance rates demonstrate the extreme volatility of the markets; while the historical long­
term performance rates of returns demonstrate that despite the short and intermediate term 
volatility the System has been able to meet or exceed its actuarial assumed rate of return of 
8.00 percent over long periods. As of June 30, 2013, the System's 25-year annualized return 
is 9.14 percent and its 20-year annualized return is 8.41 percent. 

These investment returns have been achieved by the Boards on a risk controlled basis without 
the use of higher risk investment vehicles such as hedge funds and private equity. 
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System Membership Activity 

Membership in the Retirement Systems has substantially and steadily declined since June 30, 
2009. Over the five-year period ending June 30, 2013, active membership has been reduced 
by a net of 787 participants from a total of 3,654 to 2,867 as of June 30, 2013. The number of 
retirees has also increased sharply adding 397 retirees for a total combined retired 
membership of 2,662 at June 30, 2013. 

Over the past three fiscal years, beginning July 1, 2010, the active membership of both 
Systems has declined by a net of 551 participants (16.12%), from 3,418 to 2,867. The Fire 
and Police Retirement System's active membership has been reduced by a net of 114 
(10.04%) participants since June 30, 2010; while the Employees Retirement System's active 
membership has been reduced by a net of 437 (19.14%) participants over the same three-year 
period. 

History of Active System Members 
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The total number of retirees for both systems has increased a total of 257 from 2,405 to 2,662; 
adding a net of 60 retirees to the Fire and Police Retirement System and 197 retirees to the 
Employees Retirement System over the three-year period ended June 30, 2013. This dramatic 
membership activity has significantly impacted the workload of the Retirement Office staff and 
increased the number of employees seeking Retirement counselling as well as the processing 
of retirees and refunds to non-vested participants. 
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History of System Retirees 
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Attachments: 

1. Summary Highlights for Fiscal Year 2013 

2. Comprehensive Annual Financial Reports for the Employees and Fire and Police 
Retirement Systems for the years ending June 30, 2013 and 2012. 



CITY OF FRESNO RETIREMENT SYSTEMS 
SUMMARY HIGHLIGHTS FOR FISCAL YEARS 2013 and 2012 

Fin> & PoU" 

Description 
FY 2013 Toml• FY 2013 

Systems 
FY 2013 Tot•l• FY 2012 

Net Assets Held in Trust for Benefits $1,193,053,930 $1,024,655,557 $2,217,709,487 $2,010,796,133 

Net I in $ '" •on,.o? $ ......... $ •n•,o» "' (62, 791 ,947) 

' $ ' $ ' $ ' . 93,701,998 

One Year 13.59% -0.11% 
Three Years Performance 12.13% 12.53% 
Five Year Performance 5.31% 1.38% 
Ten Year Performance 7.65% 6.73% 
Fifteen Year Performance 

::!~~ 
6.57% 
8.42% 

Asset f; 

Domestic Equities..Small !~a: 
22.50% 22.50% 
7.50% 7.50% 

International Equities 22.80% 22.80% 
Emerging Market Equities 7.20% 

:~ Total Equities 60.00'1o 

Domestic Fixed Income 15.00% 15.00% 
High Yield Bonds 10.00% 10.00% 
Real Estate 15.00% 15.00% 

Total Fixed Income & Real Estate 40.00% . 40.00% 

Total Aooot 100.00% 

~live 1,021 1,846 2,867 2,967 
Retired 962 1,700 2,662 2,~~~ 
Inactive Deferred Vested 49 

3~ sTat Totals 2,032 5,843 

utinn~ $ 
.~·!:~·~!~ 

$ 7 ...... $ 
!~·~~·:~: 

$ 
!~·~~~·!~~ City" $ $ .~·~ ..... $ $ 

I Staus (GASB 25) 106.4% 99.9% 

:Value 1 Status 108.5% 101.8% 

Annual 3.25% 3.25% 3.50% 

Annual 7~% 7.50% 8.00% 

City I I"• 1 rates: City City 
Fire and Police Tier 1 

::~~~: ~~:~~~ ~::~~~ Fire and Police Tier 2 
Fire and Pollee Blended City rate net 19.84% 23.94% 

'System 5.53% 12.63% 10.21% 

Not 

Change 

10.29% 

4.20% 

-3.37% 

:~i-
17.99% 
-6.41% 
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���!���7(�! ����"�7�"4�����)� �"4��4��.�!���!�!(2 � �"$��)��$��!�5�!(�!5��4���� �"$��)�����2�"$�
��� �"������!���+"(�5������������� �2 ���� 8�)�� �2 ���9� $"�� �)�� $� 5!(� 2�!� �������01�����'�
����� !��� ������ � ��� ��5"1�!&�� ��!��� � �"� 5"� ����� �)�� ��$"��!��"�� 7�� ������ )���� ���
5"�D1�5��"��.��)�!�����"�!(� ��$"��!��"���)!��.��)!4��$1��� )�������)��,������"$�
�!� ����!(�
/�&�����& "��7!&������"$��)� ���7"����

&! # �!#%	�!2�%!2���


)�� �2 ���? � ���� 7" ���"�� �� ���5���� $"�� 7�� �"�� /���$�� � !��� �� ���5���� $"�� 7!2����� "$�
7�� �"��/���$�� ��"�7!���5�7!�� �!����)����/���$�5�!��� �!���!((�"$��)������7" ���"� � ��� ���5���
�"�������)���2 ���? �"�&"��&�"/(�&!��"� �

����)��5(" ��"$��)��$� 5!(�2�!������'��)���2 ���? �����7" ���"���� ���5����$"��7�� �"��/���$�� 
�:5��� �� � 51������ (�!/�(���� � /2� J�'���'�3�'���F� ! � "$� $� 5!(� 2�!�� ����'� �)�� �2 ���? � ����
7" ���"� �:5������ �� � (�!/�(���� �/2�J�'���'���'6��F�!���! �"$� $� 5!(�2�!������'� �)���2 ���? �
����7" ���"� �:5�������� �(�!/�(���� �/2�J�'���'���'3�@�


)���2 ���? �����7" ���"���� ���5����$"��7�� �"��/���$�� ���5��! ���/2�J���'@@�'3���"�����6��
7��5����! �"$�$� 5!(�2�!������F�$"���)��7��"��$� 5!( 2�!��������"�!(�����7" ���"� ��5��! ���/2�
J��'���'�@�� "�� ��@�� 7��5���F� !��� $"�� $� 5!(� 2�!�� ����� �)�� �"�!(� ���� 7" ���"� ��5��! ��� /2�
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�!�;�� �
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!��� ��4� ������ ��5"���� �� �"$�01�����'� ����'� �)���!���"$� �)�� (! �� !5�1!��!(� 4!(1!��"�'� �)��
$1������!��"�$"���)���2 ����.! ���3�6�7��5������
��&����!('��)� �����5!�� ��)!��$"���4��2��"((!��
"$�/���$�� ��1��.��)!4��!77�":��!��(2�J���3�"$�!  �� �!4!�(!/(��$"��7!2�����! �"$��)!���!���
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���� �51����� �(�����&���5"���"$�J@@3'3@��

+��"�� $� 5!(� 2�!�������!�����"� ���5��! ���J���'6��'36��"�� ������7��5����"4��� �)��7��4�"1 �
$� 5!(�2�!�������$�"��J�6�'@�3'�����"�J�6'���'@����.)�5)���5(1�� ����/���5"����/1��"� �"$�
J�'36�'���'� ��7("2��� 5"����/1��"� � "$� J��'��3'��3'� !� ���� ��4� ������ ��5"��� ("  � "$�
J@'��3'�@��!������� �51����� �(�����&���5"���"$�J3�6'������

�"��$� 5!(�2�!�������!�����"� ���5��! ���J��3'���'����"���@�33�7��5����$�"��J���'6@�'�����"�
J�6�'@�3'����.)�5)���5(1�������/���5"����/1��"� �"$�J�'��6'��@'���7("2���5"����/1��"� �"$�
J��'���'���'�!�������4� ��������5"���&!���"$�J��3'663'6�@�!������� �51����� �(�����&���5"���
"$�J36�'3���
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�� 5!(�2�!����������15��"� ���5��! ���J���'����"�������7��5����"4����)��7��"��$� 5!(�2�!��$�"��
J3�'���'�����"�J3�'���'�3��
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J3�'36�'�����"�J3�'���'�����
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$��!�5�!(� �!������ ' .)�5)�!���5"�7�� ���"$��)� ��5"�7"���� E

���������	�/	*
!��
���	0��	���
�
��	N 
)����!�������"$����15�!�2�����+" ���"��7�� ��� � �)��
�!D"��5!��&"��� �"$�!  �� �!���(�!/�(���� �!����)������(!����4!(1��! �"$��)���2 ���? �$� 5!(�2�!��
������ 01��� ��'� ������ � G���� +" ���"�� �� ���5���� $"�� +�� �"�� #���$�� H� ��7�� ��� � $1�� �
!4!�(!/(���"�7!2�/���$�� �!������� �!�7"������������"��!� �!7 )"��"$�!55"1���/!(!�5� �! �"$��)��
$� 5!(� 2�!������� � 
�� ����5!�� � �)�� !  �� � !4!�(!/(�� $"�� $1�1��� 7!2���� � �"� ������� � !��� !�2�
51������ (�!/�(���� ��
)����!�������"$����15�!�2�����+" ���"�� ��5(1�� �7��"��2�!������/!(!�5� �
$"�� 5"�7!�!��4�� 71�7" � �� � 
�5��! � � !��� ��5��! � � ��� ���� +" ���"�� �� ���5���� $"�� +�� �"��
#���$�� '� .)��� !�!(2<��� "4��� ����'� �!2�  ��4�� ! � !�� ����5!�"�� "$� .)��)��� �)�� �2 ���? �
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)�� �."�  �!������ � !/"4�� ��5(1��� !((� !  �� � !��� (�!/�(���� '� 1 ��&� �)�� $1((� !55�1!(� /! � � "$�
!55"1����&'�.)�5)�� � ���(!���"��)��!55"1����&����)"��1 ���/2��" ��7��4!��� �5�"��5"�7!��� ���
�((�"$��)��51������2�!�? �!�����"� �!������15��"� �!����!;������"�!55"1�����&!��(�  �"$�.)���
�)��5! )� � � ��5��4���"��7!���� ��((� ��4� ������&!�� �!��� ("  � �!���  )".��!�� ��!����!��'��"��
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