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The first Quarterly Report of the year will focus on the following: 

1) The Plan's investment results in 2013. 
2) The Plan's investment results over the longer-term. 
3) A preliminary estimate of the Funded Ratio as of 1/1114. 
4) Issues pertaining to PEPRA and Plan Amendment 13-A-16. 
5) Communication between the Retirement System and the District. 

2013 Investment Results 
As you are all aware, 2013 was a spectacular year for the U.S. equity (stock) markets and 
a very good year for the Plan. As you know, the Plan's assets are invested in a 
diversified portfolio, including U.S. stocks, bonds and other fixed income investments, 
international stocks, and other types of investments. In 20 13, the Plan's investments 
returned roughly 15.1%. In 2013, the Russell3000 U.S stock index returned almost 
33.6%, the Barclays U.S. Aggregate Bond Index returned a negative 2.0%, EAFE (a 
stock index of international developed countries) returned 22.8%, high-yield bonds 
returned in excess of7.4%, the emerging market equity index returned a negative 2.6% 
and an index of real estate investments returned 1 0.4%. To put it mildly, 2013 was a very 
good year for the Plan (as was the previous year). The Plan had roughly $548 million in 
assets on 12/31113, which was an increase of$66 million from the $482 million in assets 
on 12/31/12. 

In 2013, our domestic equity managers substantially outperformed their benchmarks (i.e. 
the published indices against which we compare them), our international managers 
underperformed, and our recently hired emerging market managers outperformed their 
benchmark. Our fixed income portfolio matched the Barclays U.S. Aggregate Bond 
Index, our real estate managers performed well, and our Global Asset Allocation 
managers underperformed. In simple terms, 2013 was a year that we would love to see 
repeated in the near future. 

Lon2er Term Investment Results 
Over the last 10 years, the Russell3000 index (U.S. stocks) has returned 7.9% on an 
annual basis, while the Barclays U.S. Aggregate Bond index has returned 4.5%. 
Over the last 10 years, the Plan, which has had a mixture of these and, more recently, 
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other investments, has returned 6.3%. Over the last 5 years the Plan's return has 
averaged 13.5%. The Plan's actuarially assumed earnings rate is now 7.375%. Since its 
inception, the Plan has returned an average annual 8.3% on its investments. 

Over the last 5 years, the U.S. equity market has returned roughly 18.7% on an annual 
basis (the 5-year figures now exclude the market meltdown of2008). I think it is worth 
making the point again that just as we are now in a 5-year period of great equity returns, 
we will and other investors most likely in the near future will undergo a period when the 
equity markets decline in value. In the event that this happens, we will continue to invest 
the Plan's assets in a diversified portfolio that includes different types of assets. We did 
not panic and sell off assets that had declined in value after the 2008 financial market 
meltdown, and, as a result, we have been able to take advantage of the past 5 years' 
rebound in the value of those assets. I would not expect us to act any differently when, 
as is inevitable, our U.S. equities or any other sectors in which our assets are invested, 
decline. 

A Preliminary Look at the 1/1114 Funded Ratio 
At the January Retirement Board meeting, Lewis Clinton requested a preliminary 
estimate of the Plan's funded ratio. It is always risky to provide preliminary figures as 
we are all aware that to compute the funded ratio our actuary will need to complete the 
2014 Actuarial Valuation (which is typically completed in June or July). Nevertheless, 
the Retirement Board discussed preliminary funded ratio figures at its February 11th 
Board meeting. Subject to numerous caveats, our Actuary estimated that the 1/1/14 
funded ratio would be around 68% on the market value of assets and about 67% on an 
actuarial value of assets. (Last year, both of these figures were around 64%). These 
estimates assume no changes to any of the key assumptions in the Actuarial Valuation. 

Issues Pertaining to PEPRA and 13-A-16 
The District Board is well aware of the issues pertaining to PEPRA and Plan Amendment 
13-A-16. The Retirement Board is awaiting a Plan Amendment that will clarify the 
pension benefits for certain recent hires. We have been told that all ATU employees have 
pension benefits that are not changed as a result of 13-A-16. We are awaiting 
clarification for other employees. At the moment, with the District's agreement, we are 
telling non-A TV employees hired after 12/31/12 and unrepresented employees hired after 
6/30/12 that we are unsure of their retirement benefits and that we are awaiting 
clarification from the District. 

Communication Between our Boards 
We have always viewed communication between our Boards as important, and towards 
that end, we provide the District Board with four written reports a year, we have an 
annual joint meeting, and the District has a liaison to our Board who regularly attends our 
meetings and provides valuable input. I would like to take this opportunity to encourage 
District Board members to share any comments or questions they have as to any aspect of 
the Retirement System either with Hugo Wildmann or me. 

Please feel free to call me, Jeffrey Lewis, at (510) 839-6824, or Hugo Wildmann (891-
4889) if you would like to discuss this report or request additional information. 
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