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City of Fresno Fire and Police Retirement System

MISSION STATEMENT

To protect and provide System benefits through the highest
quality delivery of service for our members and the employer,
prudently fulfilling our fiduciary duties of investment and

conservation of Trust assets.

BOARD AND STAFF COMMITMENT

We promise to carry out our Mission through a competent,
professional, impartial and open decision-making process. In
providing benefits and services, all persons will be treated
fairly, with courtesy and respect. Assets will be invested and
administered to balance the need to control risk with superior
performance. We expect excellence in all activities. We will also

be accountable and act in accordance with the law.

GOALS

* To create an environment in which Board Members can maximize
their performance as trustees.

* To improve business processes and our delivery of services
provided to members and retirees.

* To improve communications with members, retirees and the
employer.

» To attract, develop and retain competent and professional staff-

» To achieve and maintain superior investment performance on a

risk controlled basis measured by the Public Fund Universe.
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Letter of Transmittal

Robert T. Theller

RETIREMENT ADMINISTRATOR

December 6, 2017

Dear Board Members:

As Retirement Administrator of the City of Fresno Fire and Police Retirement System (the System), it is with great pleasure that

I submit the Comprehensive Annual Financial Report (CAFR) for the fiscal years ended June 30, 2017 and 2016.

At the end of calendar year 2016, the United States economy was in fairly good shape, with moderate growth and a labor market
that continued to show strength. With the economy and particularly the labor market continuing to exhibit strength, the Federal
Open Market Committee (FOMC) of the Federal Reserve Board raised the target for the federal funds rate a quarter of a point
in December, one year after the last increase. The Federal Reserve Board's first rate increase after the recession was on December
15, 2015, when it raised it to 0.5 percent. Then consecutive raises of a quarter of a point took place in December 2016, March
2017 and again in June 2017. The current federal funds rate is 1.25 percent and the Federal Reserve is poised to raise the rate

once more in 2017, to 1.5 percent and has signaled it will raise rates to 2 percent in 2018 and 3 percent in 2019.

Following the US election, the major US stock indices reached new heights on expectations of at least some of the proposed
actions would come to fruition. These actions included corporate and personal income tax reform; a federal infrastructure
spending program; a thorough review of existing trade agreements; increased immigration enforcement and stronger border
controls; repeal and replacement of the Affordable Healthcare Act; and finally regulatory reform across agencies starting with
substantial changes to the 2010 Dodd-Frank Wall Street Reform and the Consumer Protection Act. Big unknowns surround the

Federal deficits and how the administration and Congress will handle tax cuts and infrastructure spending.

As 2017 began, the global economic environment was characterized by new political realities. In the United States, there was
a new president with new ideas and goals. In Europe, growth and inflation had begun to accelerate, despite unemployment
remaining stubbornly high. And, in Asia, growth was stabilizing, but risks were piling up in the form of higher debt and rising

trade tensions.
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Letter of Transmittal Continued

Despite the persistent and overwhelming challenges of the global economy, the System is at a fully funded status on both a
market value and actuarial basis at 121.2 percent and 119.8 percent, respectively. From a long-term perspective, the System is
positioned to provide a solid rate of return that is equal to or better than the respective asset classes market indices even as we
enter yet another year that may be filled with uncertainties in the global economic and financial markets. The Retirement Board
(the Board) carefully managed the investment portfolio through last year’s continued global turbulence and we remain confident
that new investment opportunities will arise and the Board, with the required amount of due diligence and vigilance, will position

the System’s investments for future long-term growth.

Like almost all institutional investors and public pension plans, the System’s returns for the last two years have been mixed at
14.74 percent and 0.90 percent for the fiscal years ended June 30, 2017 and 2016, respectively. Noticeably, the returns are well
above the System’s assumed rate of return of 7.25 percent effective June 30, 2017, and well below the assumed rate of return,

7.25 percent, for June 30, 2016.

In fiscal year 2017, the System’s gross of fee returns provided by its custodian, Northern Trust, when compared to other
institutional investors and weighted policy benchmarks, were very favorable. The System’s gross of fees one-year return was
14.74 percent, 1.00 percent above its policy benchmark return of 13.74 percent; also outperforming its actuarial interest rate
assumption of 7.25 percent by 7.49 percent. The five-year annualized gross of fees return of 9.82 percent was above its policy
benchmark return of 9.06 percent by 0.76 percent. The System’s ten-year annualized gross of fees return at 5.52 percent slightly
exceeded its policy benchmarks for that period by 0.17 percent while underperforming its actuarial interest rate assumption by

1.73 percent for the same period.

The System remains highly funded and well positioned to serve our members and retirees. The System’s 20 and 25-year long-
term gross of fees returns of 7.37 percent and 8.70 percent, respectively, as of June 30, 2017, illustrate the System’s ability to
achieve our long-term objectives over extended periods of time. Meanwhile, the System’s actuarial and market value funding

status continues to be the highest of any public safety pension defined benefit plan in California.
The Comprehensive Annual Financial Report (CAFR)

The post-financial crisis world remains far less secure. The disappointing and uneven pace of the global recovery continues with
struggles for communities around the world. Those enduring poor fortune question whether their governments are working for
them. Restoring sustainable economic growth after the global financial crisis prolongs the hard work but we have confidence

in our abilities to meet the challenges.

The Comprehensive Annual Financial Report (CAFR) of the City of Fresno Fire and Police Retirement System for fiscal years
ended June 30, 2017 and 2016, is submitted herewith. Information contained in this report is designed to provide a complete
and accurate review of the years' operations. Responsibility for both the accuracy of the data, and the completeness and fairness
of the presentation, rests with the management of the System. For a general overview of the City of Fresno Fire and Police
Retirement System’s finances, please refer to the Management’s Discussion and Analysis in the Financial Section of this report.

The CAFR consists of six sections:
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Letter of Transmittal Continued

The Introduction Section contains our Mission Statement, a Letter of Transmittal, a description of the System’s management
and organizational structure, a listing of the professional services providers, and the Government Finance Officers Association’s

Certificate of Achievement for Excellence in Financial Reporting.

The Financial Section contains the opinion of the independent auditor, Brown Armstrong Accountancy Corporation,

Management’s Discussion and Analysis and the basic financial statements of the System.

The Investment Section includes an Investment Report from the Retirement Administrator, a letter from the System’s Investment
Consultant, NEPC, LLC, recapping the fiscal year investment results and activities, along with performance and asset allocation

information.

The Actuarial Section includes the certification letter produced by the independent actuary, The Segal Company, along with

supporting schedules and information.
The Statistical Section contains significant detailed data pertaining to the System.

The Compliance Section contains the Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on An Audit of Financial Statements Performed in Accordance with Government Auditing

Standards.

I trust that you and the members of the System will find this CAFR helpful in understanding the System and our commitment

to financial integrity and member services.
THE FIRE AND POLICE RETIREMENT SYSTEM AND ITS SERVICES

The Fire and Police Retirement System was established on July 1, 1955, under charter Section 910 and is governed by Articles
3 and 4 of Chapter 3 of the City of Fresno Municipal Code. Effective August 27, 1990, the City of Fresno (the City) added a
Second Tier that includes all full-time sworn Fire, Police, and Airport Safety personnel hired on or after that date. The System
provides retirement allowances to all full-time sworn safety members employed by the City of Fresno. In accordance with the
provisions of the City of Fresno Municipal Code, the System provides lifetime retirement, disability, and death benefits to its

safety members.

The Fire and Police Retirement Board is responsible for establishing policies governing the administration of the System, making
benefit determinations, and managing the investment of the System’s assets. The Board operates under the authority vested in
Articles 3 and 4 of Chapter 3 of the City of Fresno Municipal Code and the California Pension Protection Act of 1992. Article
XVI, Section 17(b) of the Constitution of the State of California provides that the “members of the Retirement Board of a public
retirement system shall discharge their duties...solely in the interest of, and for the exclusive purpose of providing benefits to,
participants and their beneficiaries, minimizing employer contributions thereto, and defraying reasonable expenses of
administering the System. A Retirement Board’s duty to its participants and their beneficiaries shall take precedence over any
other duty.” Section 17(a) further provides that the Board has...“the sole and exclusive responsibility to administer the System

in a manner that will assure prompt delivery of benefits and related services to the participants and their beneficiaries.” The
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Letter of Transmittal Continued

Retirement Board is also responsible for the prudent investment of member and employer contributions, and defraying reasonable

expenses of administration.

The Retirement Board has five (5) members, two (2) management employees who are appointed by the Mayor and confirmed
by the City Council, one (1) employee who is elected by the sworn Fire Department members of the System, and one (1) employee
who is elected by the Police and Airport Safety Officers of the System, both of which serve a four-year term. The fifth and final
member of the Board shall be a qualified elector of the County of Fresno, not connected with its government, appointed by the
previously designated four members. The Board oversees the Retirement Administrator and staff in the performance of their

duties in accordance with the City of Fresno Municipal Code and the Board’s Rules, Regulations and Policies.

Major Initiatives

The Board, jointly with the City of Fresno Employees Retirement System Retirement Board (the Boards), performed a Value
Add Real Estate investment manager search with the assistance of their Investment Consultant, and after completing the on-
site due diligence visitations, the Boards retained Oaktree Capital Management and PCCP, LLC as value add real estate managers.
Further, the Boards adopted a modification to their existing asset allocation target to reflect the 1.2 percent or $30.0 million to
invest in value add opportunistic real estate consistent with the NEPC pacing plan reviewed and accepted previously by the

Boards.

In March 2017, the Boards concluded further evaluation, education and analysis of diverse asset classes leading to the adoption
of a new Asset Allocation Target Mix, with new asset classes [Infrastructure, MLPs and Private Equity] to be implemented over
a four-year pacing plan. Specific allocations to the new asset classes will be adopted officially into the weighted benchmark

return when investments are funded.

The new LRS Pension Gold Retirement Solutions’ Version 3 went live effective July 1,2015; and a limited rollout of the Member
Direct module was implemented in January 2016. Full features of the Member Direct module are expected to be finalized during

Fiscal Year 2018.

With the assistance of its actuary and staff, the Board completed the annual actuarial valuations for June 30, 2017 and 2016;
and Governmental Accounting Standards Board (GASB) Statement No. 67 which redefines pension liability and expense for

financial reporting purposes only.
Professional Services

Professional Services Consultants and Investment Portfolio Managers are retained by the Board to provide professional services

essential to the effective and efficient operation of the System. See listings on pages xii and xiii.

An opinion from the Independent Auditor and the Actuary are included in this report along with a summary investment report
from the Board’s Investment Consultant. The Consultants and Investment Managers retained by the Board are listed in the

following section of this report.
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Letter of Transmittal Continued

Certificate of Achievement

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 Fire and Police Retirement System for its comprehensive annual
financial report for the fiscal year ended June 30,2016. The Certificate of Achievement is a prestigious national award recognizing

excellence in the preparation of public employee retirement system comprehensive annual financial reports.

In order to be awarded a Certificate of Achievement for Excellence in Financial Reporting, a government entity must publish
an easily readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally

accepted accounting principles and applicable legal requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of one year only. The System has
received a Certificate of Achievement for the last nineteen years. We believe that our current comprehensive annual financial
report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to

determine its eligibility for another certificate.
Actuarial Funding Status and Net Pension Liability

The System’s funding objective is to meet long-term benefit promises by retaining a well-funded plan status and obtaining
superior investment returns while minimizing employer contributions. The Board’s objective for employer contributions is to
establish a rate as a level percent of member payroll. The greater the level of overall plan funding, the larger the ratio of assets
accumulated compared to the actuarial accrued liability and the greater the level of investment potential. The advantage of a
well-funded plan is that the benefits earned by participants are funded during their working careers and not by future generations

of taxpayers.

The June 30, 2017 actuarial valuation is presented in this CAFR. As of June 30, 2017, the funded ratio of the Fire and Police
Retirement System was 119.8 percent. The ratio of the valuation value of assets to actuarial accrued liabilities was 119.6 percent
as of the June 30, 2016, valuation. The funding ratios as of June 30, 2017 and 2016, if measured using the market value of assets
instead of the actuarial valuation value of assets are 121.2 percent and 114.2 percent, respectively. The funded ratios were

determined by using the actuarial value of the assets in accordance with actuarial standards.

The actuarial accrued liability of the System at June 30, 2017, for funding purposes, amounted to $1,131,348,000; the actuarial
valuation value of assets amounted to $1,354,973,827 and the market value of assets (including non-valuation reserves) amounted
to $1,509,542,788. At June 30, 2016, the actuarial valuation value of assets amounted to $1,276,603,554; the market value of

assets (including non-valuation reserves) amounted to $1,351,288,640.

Under the Governmental Accounting Standards Board (GASB) Statement No. 67 Financial Reporting methodology, the net
pension liability of the System as of June 30, 2017 indicates a surplus of $194,175,242; while on an actuarial funding basis the
valuation value of assets basis reflects a surplus of $223,625,827 and a funding ratio of 119.8 percent. At June 30, 2016, the
net pension liability of the System indicated a surplus of $106,567,178 and a funding ratio of 119.6 percent. For financial
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Letter of Transmittal Continued

reporting purposes, the Plan Fiduciary Net Position as a percentage of the Total Pension Liability is 114.76% and 108.56% as
of June 30, 2017 and 2016, respectively.

The Board engages an independent actuarial consulting firm to conduct annual actuarial valuations of the System. The purpose
of the actuarial valuation is to reassess the magnitude of the benefit commitments. This is compared to the assets expected to
be available to support those commitments. Recommendations are presented to the Board for consideration. The Segal Company

is the System’s independent actuarial consultant.

The Actuarial Section of this report contains a more detailed discussion of funding.
Accounting System & Reports

The management of the System is responsible for establishing and maintaining an internal control structure designed to ensure
that System assets are protected from loss, theft, or misuse. Responsibility for the accuracy, completeness, and fair presentation

of the information, and all disclosures, rests with the management of the System.

The accounting firm of Brown Armstrong Accountancy Corporation provides financial audit services. The financial audit ensures
that the System’s financial statements are presented in conformity with accounting principles generally accepted in the United
States of America (GAAP) and are free of material misstatement. The internal controls are designed to provide reasonable but
not absolute assurance that these objectives are met. The System recognizes that even sound internal controls have their inherent
limitations. Internal controls are reviewed to ensure that the System’s operating policies and procedures are being adhered to
and that the controls are adequate to ensure accurate and reliable financial reporting and to safeguard the System’s assets. The
objective is to provide a reasonable, rather than absolute assurance, that the financial statements are free of any material

misstatements given the prudent need to ensure that the cost of a control should not exceed the benefits to be derived.

This report has been prepared in accordance with Generally Accepted Accounting Principles for State and Local Governments

(GAAP) as established by the Governmental Accounting Standards Board (GASB).

The System’s transactions are reported on the accrual basis of accounting. Revenues are taken into account when earned,
regardless of the date of collection. Expenses are recorded when the corresponding liabilities are incurred, regardless of when

the payment is made.
Investments

Article XVI, Section 17(c) of the Constitution of the State of California, provides that “the members of the Retirement Board
of a public pension or retirement system shall discharge their duties... with the care, skill, prudence, and diligence under the
circumstances then prevailing that a prudent person acting in a like capacity and familiar with these matters would use in the
conduct of an enterprise of a like character and with like aim.” By permitting further diversification of investments within a
fund, the prudent expert standard may enable a fund to reduce overall risk and increase returns. A summary of the asset allocation
can be found in the investment section of this report and in Note 2 — Summary of Significant Accounting Policies (see section

Investment).
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Letter of Transmittal Continued

The prudent expert rule permits the Board to establish an investment policy based upon professional advice and counsel and
allows for delegation of investment authority to professional investment advisors. The Investment Objectives and Policy
Statement of the Board outline the responsibility for the investment of the fund and the degree of risk that is deemed appropriate

for the fund. Investment advisors are to execute the policy in accordance with the Board policy and guidelines.

For the fiscal years ended June 30, 2017 and 2016, the System’s investments provided a 14.74 percent and 0.90 percent gross

of fees rate of return, respectively.
Acknowledgments

The compilation of this report reflects the combined effort of the System’s staff under the leadership of the Board. It is intended
to provide complete and reliable information as a basis for making management decisions, as a means of determining compliance

with legal provisions, and as a means of determining responsible stewardship of the funds of the System.

On behalf of the Board, I would like to express my appreciation for the dedication and efforts of my staff members, Kathleen
Riley Brown, Yvonne Timberlake, Chad Jacobs, Alberto Magallanes, Karen Espiritu, Pattie Laygo, Andrea Ketch, Phillip
Carbajal, Patricia Basquez, Joan Taketa, Ohn Viengsay, Stanton Perkins and the Board's consultants, for their assistance in the
preparation of this report and for their ongoing commitment to serve the Board and the members of the System. I also would

like to thank the Board members for their support in accomplishing the many tasks and goals over the past year.

Respectfully Submitted,

i -Iiobert T. Theller

Retirement Administrator

December 6, 2017
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Retirement Board Members

As of June 30, 2017

Chair

Michael Reid

Appointed August 2011

Term Continuous

Appointed by the Mayor and Confirmed by the Fresno City Council

Vice Chair

David Newton

Elected June 2012

Term Expires July 2020
Represents police Members

Jonathan Lusk

Elected September 2015
Term ending July 2018
Represents Fire Members

Ted Semonious

Appointed March 2016

Term Continuous

Appointed by the Mayor and Confirmed by the Fresno City Council

Lynn Bennink

Appointed

Term Continuous

Outside Member Appointed by the Retirement Board
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Retirement Administrative Staff

FRONT ROW (LEFT TO RIGHT):

KAREN ESPIRITU, JOAN TAKETA, ONH VIENGSAY, KATHLEEN RILEY BROWN, YVONNE
TIMBERLAKE, PATTIE LAYGO, PATTI BASQUEZ, MAYRA RODRIQUEZ DUARTE

BACK ROW (LEFT TO RIGHT):

CHAD JACOBS, ANDREA KETCH, PHILLIP CARBAJAL, ROBERT THELLER, STANTON
PERKINS, ALBERTO MAGALLANES
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Administration of the System

Administration

The Administrative Section is responsible for the administration of the City of Fresno Fire and Police Retirement System,
including the risk management of the investment activities in accordance with the policies, regulations, and general guidelines
of the Retirement Board. It is also responsible for interfacing with the investment managers, the investment consultant, the
actuary, legal counsel, custodial bank, and any other consultants authorized by the Board. (See pages xii and xiii for professional

services and consultants and investment portfolio managers and page 75 for a schedule of brokerage commissions.)
Member Services

This section is responsible for providing all benefit services to the members of the System. This includes benefit calculations,
investigation of claims for disability retirement, preparation of data to support applications for retirement, preparation of the

retiree payroll, membership counseling, and membership training.
Investment Compliance and Financial Reporting

This section is responsible for monitoring compliance with the Board’s Investment Objectives and Policy Statement and for all
of the financial records and reports including financial statements, control and balancing of payroll and members' contributions

and reconciliation of investments.
Executive Assistant

This position is responsible for providing administrative and clerical support services for the Board and the retirement staff.
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Organizational Structure

RETIREMENT ADMINISTRATOR
ROBERT T. THELLER
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INVESTMENT
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MEDICAL ADVISOR

Member Ser |
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Professional Services and Consultants

Custodial Bank

NORTHERN TRUST
Chicago, Illinois

General Legal Advisor

SALTZMAN and JOHNSON LAW CORPORATION
San Francisco, California

Tax Counsel

ICE MILLER LLP
Indianapolis, Indiana

Investment Legal Advisor

FOLEY & LARDNER LLP
Boston, Massachusetts

Investment Consultant

NEPC, LLC
Boston, Massachusetts

Actuary

THE SEGAL COMPANY
San Francisco, California

Medical Advisor

BENCHMARK, AN EXAMWORKS COMPANY, INC.
Sacramento, California

Independent Auditor

BROWN ARMSTRONG ACCOUNTANCY CORPORATION
Bakersfield, California
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DOMESTIC EQUITY
Large Cap

BlackRock, San Francisco, CA
Northern Trust Asset Management, Denver, CO

Small Cap

Eagle Asset Mgmt., Inc., St. Petersburg, FL
Kennedy Capital Mgmt. Inc., St. Louis, MO

INTERNATIONAL & EMERGING
MARKETS

International

BlackRock, San Francisco, CA
Baillie Gifford & Co., Edinburgh, Scotland
Principal Global Investors, DesMoines, [A

Emerging Market

Acadian Asset Mgmt. LLC, Boston, MA
Axiom Int'l Investors, LLC, Boston, MA

FIXED INCOME
Core Fixed Income
Dodge & Cox, San Francisco, CA

Prudential Investment Mgmt., Inc., Newark, NJ

PIMCO, Newport Beach, CA
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Investment Portfolio Managers

FIXED INCOME
High Yield

Loomis Sayles, Boston, MA

REAL ESTATE

Private Real Estate Investments
Core

JP Morgan Asset Mgmt., New York, NY

Value Add

Oaktree Capital Management, Los Angeles, CA
PCCP, LLC, Los Angeles, CA

PIMCO BRAVO III, Newport Beach, CA

Real Estate Investment Trust (REIT)
Principal Real Estate Investors, Des Moines, [A
Heitman, LLC, Chicago, IL.

Private Debt

Crescent Capital, Los Angeles, CA
Monroe Capital, Chicago, IL
PIMCO COF II, Newport Beach, CA
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Independent Auditor’s Report

BROWN
ARMSTRONG

CERTIFIED
PUBLIC
ACCOUNTANTS

BAKERSFIELD OFFICE
(MAIN OFFICE)

4200 TRUXTUN AVENUE
SUITE 300

BAKERSFIELD, CA 93309
TEL 661.324.4971

FAX 661324.4997

EMAIL info@bacpas.com

FRESNO OFFICE

7673 N. INGRAM AVENUE
SUITE 101

FRESNO, CA 93711

TEL 559.476.3592

FAX 559.476.3593

LAGUNA HILLS OFFICE
23272 MILL CREEK DRIVE
SUITE 255

LAGUNA HILLS, CA 92563
TEL 949.652.5422

STOCKTON OFFICE
5250 CLAREMONT AVENUE
SUITE 150

STOCKTON, CA 95207

TEL 209.451.4833

REGISTERED with the Public Company
Accounting Oversight Board and
MEMBER of the American Institute of
Certified Public Accountants

BROWN ARMSTRONG

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Board of Retirement
City of Fresno Fire and Police Retirement System
Fresno, California

Report on the Financial Statements

We have audited the accompanying Statement of Fiduciary Net Position of the City of
Fresno Fire and Police Retirement System (the System), as of and for the years
ended June 30, 2017 and 2016, the related Statement of Changes in Fiduciary Net
Position for the years then ended, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in
the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the System'’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the System’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the basic financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
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Independent Auditor's Report Continued

Opinions

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective Fiduciary Net Position of the System as of June 30, 2017 and 2016, and its Statement of
Changes in Fiduciary Net Position thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management'’s
Discussion and Analysis and Required Supplementary Information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the System’s basic financial statements.
The Introduction Section; Other Supplementary Information; and Investment, Actuarial, and Statistical
Sections as listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The Other Supplementary Information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the Other Supplementary Information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

The Introduction, Investment, Actuarial, and Statistical Sections have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 6,
2017, on our consideration of the System’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the System’s internal control over
financial reporting and compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

4»#10147/

Bakersfield, California
December 6, 2017
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Management Discussion and Analysis

We are pleased to provide this overview and analysis of the
financial activities of the City of Fresno Fire and Police
Retirement System (the System) for the fiscal years ended
June 30, 2017 and 2016. We encourage readers to consider
the information presented here in conjunction with
additional information that we have furnished in the Letter

of Transmittal beginning on page i of this report.

Financial Highlights

The System’s net position restricted for pension benefits are
for payment of pension benefits to participants and their
beneficiaries and all of the net position is restricted to meet

the System’s ongoing obligations.

At the close of the fiscal year 2017, the assets of the System
exceed its current liabilities by $1,509,542,788; as of fiscal
year 2016, the assets of the System exceed its current
liabilities by $1,351,288,640; and as of fiscal year 2015, the
assets of the System exceeded its liabilities by

$1,376,717,663.

The System’s net position restricted for pension benefits
increased by $158,254,148 or 11.71 percent for fiscal year
2017; for the prior fiscal year 2016 total net position
decreased by $25,429,023 or 1.85 percent; and for the prior
fiscal year 2015 total net position increased by $9,795,964
or 0.72 percent, all primarily as a result of the performance

of the global investment markets.

The System’s funding objective is to meet long-term benefit
obligations through contributions and investment income.
As of June 30, 2017, the date of the last actuarial valuation,
the funded ratio for the System was 119.8 percent. In
general, this indicates that for every dollar of benefits due
we have approximately $1.20 of assets available for

payment as of that date.

Asof June 30,2016, the date of the previous annual actuarial
valuation, the funded ratio for the System was 119.6 percent;
and as of June 30, 2015, the date of the previous annual
actuarial valuation, the funded ratio for the System was

119.6 percent.

Ad(ditions to Fiduciary Net Position

Additions for the fiscal year 2017 increased $186,481,127
or 572.93 percent over the prior year from $32,548,858 to
$219,029,985, which includes member contributions of
$8,169,019, employer contributions of $18,543,308, a net
investment income gain of $191,803,916 and net securities

lending income of $513,742.

Fiscal year 2016 additions decreased $32,966,858 or 50.32
percent over the prior year from $65,515,716 to
$32,548,858, which includes member contributions of
$7,747,808, employer contributions of $18,737,948, a net
investment income gain of $5,614,554 and net securities

lending income of $448,548.

For fiscal year 2015 additions decreased $162,191,435 or
71.23 percent over the prior year $227,707,151 to
$65,515,716, which includes member contributions of
$7,385,169, employer contributions of $18,966,930, a net
investment income gain of $38,704,747 and net securities

lending income of $458,870.

Comprehensive Annual Financial Report For Fiscal Years Ended June 30, 2017 and 2016 4



Management Discussion and Analysis Continued

Deductions from Fiduciary Net Position

Deductions for the fiscal year 2017 increased $2,797,956 or
4.83 percent over the prior fiscal year from $57,977,881 to
$60,775,837.

Fiscal year 2016 deductions increased $2,258,129 or 4.05
percent over the prior fiscal year from $55,719,752 to
$57,977,881.

City of Fresno Fire and Police Retirement System ¢ FINANCIAL

Fiscal year 2015 deductions increased $1,880,370 or 3.49
percent over the prior fiscal year from $53,839,382 to
$55,719,752.

The current year increase in deductions is due primarily to
an increase in the number of retirees and a modest increase
in the Post Retirement Supplemental Benefit (PRSB)

payments for calendar year 2017.

Schedule and Graph of Additions By Source

For Fiscal Years Ended June 30, 2017, 2016 and 2015 (In Thousands)

2015 2016 2017
Employer Contributions 18967 $ 18,738 $ 18,543
Employee Contributions 7,385 7,748 8,169
Investment Income 39,164 6,063 192,318

TOTAL 65,516 $ 32,549 % 219,030
220,000
200,000
180,000
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Investment Income
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Management Discussion and Analysis Continued
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Schedule and Graph of Deductions By Type

For Fiscal Years Ended June 30, 2017, 2016 and 2015 (In Thousands)

2015 2016 2017
Benefit Payments $ 53,471 $ 54,428 $ 57,029
PRSB 240 980 1,719
Refunds of Contributions 901 1,173 525
Administrative Expenses 1,108 1,397 1,503
TOTAL $ 55,720 $ 57,978 $ 60,776

2015

2016

Benefit Payments
PRSB

Refunds of
Contributions

Administrative
Expenses

2017
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Management Discussion and Analysis Continued

Overview of the Financial Statements

The following discussion and analysis are intended to serve
as an introduction to the System’s financial statements,

which are comprised of these components:

Statement of Fiduciary Net Position — The Statement
of Fiduciary Net Position presents the major categories of
assets and liabilities and their related value as of the
System’s fiscal years ended June 30, 2017 and 2016. “Net
Position Restricted for Pension Benefits” represents funds
available to pay benefits and it is a point in time or a snapshot
of account balances as of the fiscal year-end. It indicates
the assets available for future payments to retirees and any
current liabilities. Increases and decreases in Net Position
Restricted for Pension Benefits, when analyzed over time,
may serve as an indicator of whether the System’s financial
position is improving or deteriorating. Other factors, such
as market conditions, should also be considered in

measuring the System’s overall health.

Statement of Changes in Fiduciary Net Position —
This Statement of Changes in Fiduciary Net Position
provides information about the financial activities during
the reporting period that increased and decreased the Net

Position Restricted for Pension Benefits.

The two statements above include all assets and liabilities,
using the full accrual basis of accounting, which is similar
to the accounting method used by most private sector
companies. All of the current year’s additions and
deductions are taken into account regardless of when the
cashisreceived or paid. All investment gains and losses are
shown at trade date, not settlement date. In addition, both
realized and unrealized gains and losses are shown on

investments.

Both statements are in compliance with Governmental

Accounting Standards Board (GASB) Pronouncements.

City of Fresno Fire and Police Retirement System e FINANCIAL

These pronouncements require certain disclosures and
require State and Local governments to report using the full
accrual basis of accounting. The System complies with all

material requirements of these pronouncements.

Notes to the Basic Financial Statements - The Notes
to the Basic Financial Statements are an integral part of the
basic financial statements and provide additional
information that is essential to acquire a full understanding
of the information and data provided in the two statements
discussed above. The notes include further discussion and
details regarding the System’s key policies, programs,

investments and activities that occurred during the year.

Required Supplementary Information — The
Required Supplementary Information presents historical
trend information concerning the changes in net pension
liability, employer contributions and investment returns,
and includes notes that explain factors that significantly
affect trends in the amounts reported, such as changes of
benefit terms, changes in the size or composition of the
population covered by the benefit terms, or the use of
different assumptions over time. The information is based
on actuarial valuations prepared for the pension plan. The
actuarial valuation report includes additional actuarial
information that contributes to the understanding of the
changes in the net pension liability of the defined benefit
pension plan over the past ten years as presented in the
schedule. The actuarial information is based upon
assumptions made regarding future events at the time the

valuations are performed and are derived for both financial

reporting and funding purposes.

Other Supplementary Information — The Other
Supplementary  Information presented immediately
following the required supplementary information includes
schedules pertaining to the System’s administrative

expenses, investment management fees and other
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Management Discussion and Analysis Continued

investment related expenses, and payments to consultants

and other professional services providers.

The System’s funding ratio at June 30, 2017, was 119.8
percent, which means the System’s fund has approximately
$1.20 available for each $1.00 of liability. The Statement
of Fiduciary Net Position and the Statement of Changes in
Fiduciary Net Position report information about the
System’s financial activities during the reporting periods
that increased and decreased the Net Position Restricted for

Pension Benefits.

Financial Analysis Net Position

As previously noted, net position restricted for benefits may
serve over time as a useful indication of the System’s
financial position. The System's net position restricted for
pension benefit payments exceeded its liabilities at the close
of the fiscal year 2017 by $1,509,542,788. All of the net
position restricted is available to meet the System’s ongoing

obligations to plan participants and their beneficiaries.

In fiscal year 2017, the System’s restricted fiduciary net
position, representing assets available to pay current and
future member pension benefits, increased by 11.71 percent
due to strong performance of the investment markets; and
in 2016 the System’s restricted fiduciary net position
decreased by 1.85 percent largely due to volatility and
fluctuations lowering performance of the global investment
markets; and also, due to strong investment performance in
2015, the System’s restricted fiduciary net position
increased by 0.72 percent. (See Table 1)

In order to determine whether the $1.510 billion in net
position will be sufficient to meet future obligations, the
System’s independent actuary performed an actuarial
valuation as of June 30, 2017. The result of this valuation
determines what future contributions by Plan members and
the City of Fresno are needed to pay all expected future

benefits. The valuation takes into account the Board’s

City of Fresno Fire and Police Retirement System e FINANCIAL

funding policy which includes a provision to smooth the
impact of market volatility by spreading each year’s gains

or losses over five years.

There has been extreme volatility in the various economies
of the world and throughout the global financial markets
over the past twenty to twenty-five years, therefore, 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, 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.

Historical long-term performance rates of returns
demonstrate that the System has been able to meet or exceed
its actuarial assumed rate of return of 7.25 percent over long
periods. As of June 30, 2017, the System’s 25-year
annualized return is 8.70 percent and its 20-year annualized

return is 7.37 percent.

Despite volatility in the stock market, management and the
System’s actuary concur that the System remains in a very
strong financial position to meet its obligations to the plan
participants and beneficiaries. The System’s current
financial position is a result of a very sound and carefully

managed investment and risk management program.
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Management Discussion and Analysis Continued

Table 1 — Fire and Police Retirement System Fiduciary Net Position

Restricted For Pension Benefits

As of June 30, 2017, 2016 And 2015

FY 2017 FY 2017
Increase/ Increase/
(Decrease) (Decrease)
FY 2017 FY 2016 Amount Percent
Current and Other Assets $ 137,333,750 $ 161,852,305 $ (24,518,555) (15.15%)
Investments at Fair Value 1,510,940,012 1,384,326,620 126,613,392 9.15%
Total Assets $1,648,273,762 $1,546,178,925 $ 102,094,837 6.60%
Total Liabilities 138,730,974 194,890,285 (56,159,311) (28.82%)
Net Position Restricted for Pension Benefits $1,509,542,788 $1,351,288,640 $ 158,254,148 11.71%
FY 2016 FY 2016
Increase/ Increase/
(Decrease) (Decrease)
FY 2016 FY 2015 Amount Percent
Current and Other Assets $ 161,852,305 $ 208,651,133 $ (46,798,828) (22.43%)
Investments at Fair Value 1,384,326,620 1,373,810,809 10,515,811 0.77%
Total Assets $1,546,178,925 $1,582,461,942 $ (36,283,017) (2.29%)
Total Liabilities 194,890,285 205,744,279 (10,853,994) (5.28%)
Net Position Restricted for Pension Benefits $1,351,288,640 $1,376,717,663 $ (25,429,023) (1.85%)
$2,000,000,000
$1,500,000,000
$1,000,000,000
$500,000,000 -
$0
FY 2017 FY 2016 FY 2015
B Total Assets B  Total Liabilities
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Management Discussion and Analysis Continued

Capital Assets

The System’s investment in capital assets decreased from
$1,235,045t0%1,101,255 (net of accumulated depreciation)
between fiscal years 2016 and 2017 after increasing from
$886,026 to $1,235,045 (net of accumulated depreciation)
between fiscal years 2015 and 2016. This investment in
capital assets includes office equipment, furniture, software,
and technology infrastructure. The total change in the
Systems' investment in capital and intangible assets as of
June 30, 2017 and 2016 was ($133,790) and $349,019,
respectively. These changes in both fiscal years were
primarily due to the costs incurred for the development of
software to program and install an upgrade to our original
pension administration system that was originally installed

in 1997, which was implemented effective July 1, 2015.

Reserves

Reserves are notrequired, nor recognized, under accounting
principles generally accepted in the United States of
America (GAAP). The reserves are not shown separately
on the Statement of Fiduciary Net Position, but they equate
to and are accounts within the net position restricted for
pension benefits and are vital to the System’s operations.
They are established from contributions and the
accumulation of investment income, after satisfying
investment and administrative expenses. Investments of the
System are stated at fair value instead of at cost and fair
value, which includes the recognition of unrealized gains

and losses in the current period.

The System’s major reserve accounts, described in Note 5
— Net Position Restricted for Pension Benefits, include
Active Member (Employee) Reserve, Employer Advance/
Retired Reserve, DROP Reserve, PRSB Reserve and City

Surplus Reserve.

City of Fresno Fire and Police Retirement System e FINANCIAL

Deferred Retirement Option Program (DROP) Reserve
represents funds reserved for Deferred Retirement Option
Program benefits accumulated by active members and
retirees. DROP is an alternate method of receiving
retirement benefits. It is a voluntary program as described
by the conditions and requirements of the City of Fresno
Municipal Code Section 3-353. A DROP account is a
nominal, bookkeeping account established within the
System for each DROP participant. Monthly amounts
credited to DROP accounts include an amount which
represents the service retirement allowance which the
member would have received if the member had retired on
the date the member commenced DROP participation and
interest credited at the five year average interest rate as
adopted by the Retirement Board (the Board) in accordance

with the City of Fresno Municipal Code requirements.

Post Retirement Supplemental Benefit (PRSB) Reserve
represents surplus earnings that have been allocated but not
distributed to eligible participants in accordance with the
City of Fresno Municipal Code Section 3-354. PRSB is a
supplemental benefit distributed to eligible participants in
accordance with the City of Fresno Municipal Code Section
3-354, if and only if distributable actuarial surplus is
available to provide such a benefit. Actuarial surplus means
the amount by which the actuarial value of the System’s
assets exceeds one hundred and ten percent (110%) of the

System’s actuarial accrued liabilities.

City Surplus Reserve represents that portion of distributable
actuarial surplus that has been allocated but not used as a
reduction to offset or eliminate the City of Fresno’s (the
City) pension contributions in accordance with the
conditions and requirements of the City of Fresno Municipal
Code Section 3-354 Post-Retirement Supplemental
Benefits. The City Surplus Reserve Account accrues
interest at the average gross rate of return earned by the

System’s entire investment portfolio for each of the three
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Management Discussion and Analysis Continued

prior fiscal years, including realized and unrealized gains

and losses and as reduced by all investment related expenses.

Table 2 shows that the vast majority of reserves are generated
from Employer Advance and Retired reserves. DROP
reserves represent funds credited for participants who
elected to participate in the Deferred Retirement Option
Program. PRSB Reserve presents that portion of
distributable actuarial surplus that has been allocated for

PRSB but not yet distributed to eligible participants.

Additions and deductions from PRSB occur when surpluses
and allocations occur, respectively. The City Surplus
reserve represents that portion of distributable actuarial
surpluses and accrued interest, reduced by required City
normal pension contributions. The City Surplus Reserve
Account shall be drawn upon in subsequent years if needed
toreduce or eliminate the City’s annual pension contribution

requirement.

The City Surplus Reserve Account shows positive balances
for fiscal years 2017,2016 and 2015 due to estimated surplus
allocations available to the City for offsetting the City’s
contributions for fiscal years 2017, 2018 and 2019. The
City’s normal contribution rate for fiscal years 2017 and
2016 also included adjustments for economic and non-
economic actuarial assumption changes including the
assumed rate of return which is 7.25 percent effective July

1,2016.
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Additions and deductions from PRSB occur when surpluses
and allocations occur, respectively. The City Surplus
reserve represents that portion of distributable actuarial
surpluses and accrued interest, reduced by required City
normal pension contributions. The City Surplus Reserve
Account shall be drawn upon in subsequent years if needed
toreduce or eliminate the City’s annual pension contribution

requirement.
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Management Discussion and Analysis Continued

Table 2 — Fire and Police Retirement System’s Reserves

As of June 30, 2017, 2016 And 2015 (In Thousands)

FY 2017 FY 2016 FY 2015
Employer Advance/Retired Reserves $ 1,206,941 $ 1,066461 $ 1,112,584
Active Member (Employee) Reserves 164,672 152,424 140,012
DROP Reserves 135,164 130,485 123,506
PRSB Reserves 1,854 1,539 496
City Surplus Reserves 912 380 120

Net Position Restricted for Pension Benefits $ 1,509,543 $ 1,351,289 $§ 1,376,718

@FY 2017 @FY 2016 @Y 2015
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$1,000,000
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Management Discussion and Analysis Continued

System’s Activities

Attributable in part to the continued growth and volatility
in global economic and financial markets, the System’s net
position increased $158,254,148 for the fiscal year 2017
resulting in an 11.71 percent increase in the fiduciary net
position restricted for pension benefits for the fiscal year
ended June 30, 2017. Primarily attributable to the growth
in global financial markets in fiscal year 2016, the System’s
fiduciary net position decreased $25,429,023 for the fiscal
year resulting in a 1.85 percent decrease in the fiduciary net
position restricted for pension benefits for the fiscal year
ended June 30,2016; and the System’s fiduciary net position
increased $9,795,964 resulting in a 0.72 percent increase in
the fiduciary net position restricted for pension benefits for

the fiscal year ended June 30, 2015.

Key elements of the additions and deductions to Fiduciary
Net Position for fiscal years 2017, 2016 and 2015 are

described in the sections below.

Additions to System’s Fiduciary Net
Position

The reserves needed to finance retirement benefits are
normally accumulated through the collection of employer
and employee contributions and through earnings on
investment income net of investment expense. Total
additions for the fiscal year ended June 30, 2017 totaled
$219,029,985.

For the fiscal year ended June 30, 2017, overall additions
had increased by $186,481,127 or 572.93 percent primarily
due to the performance of the investment markets; for fiscal
year 2016, overall additions had decreased by $32,966,858
or 50.32 percent primarily due to lower than anticipated
performance in the global investment markets; for fiscal
year 2015, overall additions had decreased by $162,191,435

or 71.23 percent from the prior fiscal year. The investment
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section of this report reviews the details of the results of

investment activity for the fiscal year ended June 30, 2017.

Deductions from System’s Fiduciary Net
Position

The System was created to provide lifetime retirement
annuities, survivor benefits and permanent disability
benefits to qualified members and their beneficiaries. The
cost of such programs includes recurring benefit payments,
as designated by the System, refunds of contributions to
terminated employees, and the cost of administering the

System.

Deductions from the fiduciary net position for the fiscal year
ended June 30, 2017, totaled $60,775,837 which was an
increase of $2,797,956 or 4.83 percent over the prior fiscal
year 2016 which increased $2,258,129 or 4.05 percent over
the prior fiscal year 2015. The current year increase in
benefits paid resulted primarily from a modest increase in
PRSB payments for calendar year 2017 and the normal

increase in the number of new retirees receiving benefits.

The System’s increases in total expenses have closely
paralleled inflation and the growth in the membership and
services provided. The System has consistently met its
Administrative Expense Budget. There are no material
variances between planned expenditures and actual

expenditures.
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Management Discussion and Analysis Continued

Changes in Fiduciary Net Position (Condensed)

For Fiscal Years Ended June 30, 2017 and 2016 and 2015

FY 2017 FY 2017
Increase/ Increase/
(Decrease) (Decrease)
FY 2017 FY 2016 Amount Percent
Additions
Employer Contributions $ 18,543,308 $ 18,737,948 $ (194,640) (1.04%)
Employee Contributions 8,169,019 7,747,808 421,211 5.44%
Net Investment Income * 192,317,658 6,063,102 186,254,556 3,071.94%
Total Additions $ 219,029,985 $§ 32,548,858 $ 186,481,127 572.93%
Deductions
Retiree Benefit Payroll $ 57,028,861 $ 54,428,128 $ 2,600,733 4.78%
Post Retirement Supplemental Benefit (PRSB) 1,719,441 980,037 739,404 75.45%
Refunds of Contributions 524,636 1,172,648 (648,012) (55.26%)
Administrative Expenses 1,502,899 1,397,068 105,831 7.58%
Total Deductions $ 60,775,837 $ 57,977,881 $ 2,797,956 4.83%
Changes in Net Position 158,254,148 (25,429,023) 183,683,171 (722.34%)
Net Position Restricted for Pension Benefits
Beginning of the Year 1,351,288,640 1,376,717,663 (25,429,023) (1.85%)
End of the Year $1,509,542,788 $1,351,288,640 $ 158,254,148 11.71%
* Net of investment expense of $9,085,443 and $6,865,528 for June 30, 2017 and 2016, respectively.
FY 2016 FY 2016
Increase/ Increase/
(Decrease) (Decrease)
FY 2016 FY 2015 Amount Percent
Additions
Employer Contributions $ 18,737,948 $ 18,966,930 $ (228,982) (1.21%)
Employee Contributions 7,747,808 7,385,169 362,639 4.91%
Net Investment Income * 6,063,102 39,163,617 (33,100,515) (84.52%)
Total Additions $ 32548858 $ 65,515,716 $ (32,966,858) (50.32%)
Deductions
Retiree Benefit Payroll $ 54,428,128 $ 53,470,508 $ 957,620 1.79%
Post Retirement Supplemental Benefit (PRSB) 980,037 240,653 739,384 307.24%
Refunds of Contributions 1,172,648 900,850 271,798 30.17%
Administrative Expenses 1,397,068 1,107,741 289,327 26.12%
Total Deductions $ 57977881 $ 55,719,752 % 2,258,129 4.05%
Changes in Net Position (25,429,023) 9,795,964 (35,224,987) (359.59%)
Net Position Restricted for Pension Benefits
Beginning of the Year 1,376,717,663 1,366,921,699 9,795,964 0.72%
End of the Year $1,351,288,640 $1,376,717,663 $ (25,429,023) (1.85%)
* Net of investment expense of $6,865,528 and $6,510,297 for June 30, 2016 and 2015, respectively.
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Management Discussion and Analysis Continued

System’s Fiduciary Responsibilities
The System’s Board and management staff are fiduciaries of the pension trust fund. Under the California Constitution, the assets
must be used exclusively for the benefit of plan participants and their beneficiaries.

Requests for Information

This financial report is designed to provide the Retirement Board, our membership, taxpayers, investment managers, and creditors
with a general overview of the City of Fresno Fire and Police Retirement System’s finances, and to show accountability for the
funds it receives. Questions concerning any of the information provided in this report, or requests for additional financial

information should be addressed to:
City of Fresno Fire and Police Retirement System
2828 Fresno Street Suite 201
Fresno, California 93721-1327
Respectfully submitted,

-~
-

\

Robert T. Theller

Retirement Administrator

December 6, 2017
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Basic Financial Statements

Statement of Fiduciary Net Position
As of June 30, 2017 and 2016

2017 2016
ASSETS
Cash (Note 7) 2,629,631 1,390,848
Collateral Held for Securities Lent (Note 9) 125,852,782 114,215,257
Receivables
Receivables for Investments Sold 1,949,433 19,463,564
Interest and Dividends 4,385,532 4,074,102
Other Receivables 1,414,907 21,473,391
Total Receivables 7,749,872 45,011,057
Prepaid Expenses 210 98
Total Current Assets 136,232,495 160,617,260
Investments at Fair Value (Note 6 and Note 7)
Domestic Equity 580,054,443 518,006,963
International Developed Market Equities 263,901,288 211,086,514
Government Bonds 180,061,033 158,452,172
Corporate Bonds 152,900,815 191,028,995
Direct Lending 52,376,144 25,445,827
Real Estate 201,196,024 198,121,186
International Emerging Market Equities 51,229,521 40,064,411
Short-Term Investments 29,220,744 42,120,552
Total Investments 1,510,940,012 1,384,326,620
Capital Assets Net of Accumulated Depreciation (Note 12) 1,101,255 1,235,045
Total Assets 1,648,273,762 1,546,178,925
LIABILITIES
Collateral Held for Securities Lent (Note 9) 125,852,782 114,215,257
Payable for Investments Purchased 9,365,854 55,472,235
Other Liabilities 2,159,243 3,760,559
Payable for Foreign Currency Purchased 1,353,095 21,442,234
Total Liabilities 138,730,974 194,890,285
Net Position Restricted for Pension Benefits (Note 5) 1,509,542,788 $ 1,351,288,640
The notes in the financial statements on pages 18 - 53 are an integral part of this statement.
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Basic Financial Statement Continued

City of Fresno Fire and Police Retirement System @ FINANCIAL

Statement of Changes in Fiduciary Net Position
For Fiscal Years Ended June 30, 2017 and 2016

2017 2016

ADDITIONS

Contributions (Note 3)

Employer $ 18,543,308 18,737,948
System Members 8,169,019 7,747,808

Total Contributions 26,712,327 26,485,756
Investment Income

Net Appreciation/(Depreciation) in Value of Investments 174,790,945 (15,163,694)

Interest 14,370,912 14,493,495

Dividends 11,059,543 12,856,847

Other Investment Related 53,280 114,831

Total Investment Income 200,274,680 12,301,479

Less: Investment Expense (8,470,764) (6,686,925)
Total Net Investment Income 191,803,916 5,614,554
Securities Lending Income

Securities Lending Earnings (Note 9) 1,128,421 627,151

Less: Securities Lending Expense (614,679) (178,603)
Total Net Securities Income 513,742 448,548
Total Additions 219,029,985 32,548,858
DEDUCTIONS

Benefit Payments 57,028,861 54,428,128

Post Retirement Supplemental Benefits (Note 11) 1,719,441 980,037

Refunds of Contributions 524,636 1,172,648

Administrative Expense 1,502,899 1,397,068
Total Deductions 60,775,837 57,977,881
Changes in Net Position 158,254,148 (25,429,023)
NET POSITION RESTRICTED FOR PENSION BENEFITS
BEGINNING OF YEAR 1,351,288,640 1,376,717,663
END OF THE YEAR $ 1,509,542,788 1,351,288,640
The notes in the financial statements on pages 18 - 53 are an integral part of this statement.
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Notes to the Basic Financial Statements

1 |Significant Provisions of the
Retirement System

The City of Fresno Fire and Police Retirement System (the
System) was established on July 1, 1955, under provisions
of the City of Fresno Ordinance Number 4611, and charter
Section 910, and is maintained and governed by Article 3
and 4 of Chapter 3 of the Municipal Code of the City of
Fresno but not under the control of the City Council. The
System is a single-employer, contributory, defined benefit
pension plan. The System is a public employee retirement
system that provides lifetime retirement, disability, and
death benefits to the safety members employed by the City
of Fresno, includes all full time sworn fire, police and airport

safety personnel.

The System is administered by the Fire and Police
Retirement Board (Board) which operates under the
authority vested in Article 3 and 4 of Chapter 3 of the City
of Fresno Municipal Code and the California Pension
Protection Act of 1992 which provides that “the members
of the Retirement Board of a public retirement system shall
discharge their duties...solely in the interest of, and for the
exclusive purpose of providing benefits to participants and
their beneficiaries, minimizing employer contribution
thereto, and defraying reasonable expenses of administering

the System.

The Fire and Police Retirement Board does not operate
under the control of the City Council. The Board has the
sole and exclusive responsibil