
~~

_._. _

,e~

Donald C. Kendig, CPA
Retirement Administrator

. ~ r- - ,- r

1' Board of Retirement

• _ _ ,• ~

FRESNO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

BOARD OF RETIREMENT

Dr. Rod Caburn, 111, Chair
Robert Dowell, Vice Ghair

Marion Austin
Laura P. Basua

Judith Gale 11~cNairy
Vicki Craw
Paul Dictos

Eulalio Gomez
Steven J. Jally

~ackg~o~nd and Discussion
The California Public Employees' Pension Reform Act of 2013 (PEPRA), as amended by
Senate Bill No. 13 (SB 13), limits the compensation that can be used to calculate a
retirement benefit and pension contributians far members subject to PEPRR.

Per Government Code 5ectian 7622.10, the Association shall annually adjust the
pensionable compensatian limit. The calculation of the limi# is defined by Government Code
Section 7622.10 and is as described in the attached letter prepared by fihe California
Actuarial Advisory Panel (CARP). 1"he PEPRA Compensation Limit as calculated by the
CARP is advisory in nature and FCERA staff and its actuaries, The Segal Company, have
reviewed the calculation and agree thaf it is prepared in compliance with the law.

Fiscal a c! i c8 l I c
Adjusting the limit up will increase the amount of pension contributions paid into the
Associafiion by sponsors and active employees, and uvill increase the benefits paid out by the
Association when the active or deferred vested PEPRA members retire.

Recorne~ee~d~+d Action
Adapt the compensation limits far Calendar Year 2015 as:

o $117,02Q for employer participates that participate in the Federal (Social Security)
system; and,

o $140,424 for employer participants that do not parkicipate in the Federal (5ocia!
Security) system
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RE: PEPRA Pension Compensation limit (Cade
Sec#ian 722.10}

To Wham tt May Concern:
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Pursuant to a request from a Public Agency, the California Actuarial
Advisory Panel (the Panel) is publishing this letter to provide a
calculafiion of the Pension Compensation Limits for the Calendar
Year 20'! 5.
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Pursuant to Government Code section 7507.2(b}, the
responsibilities o~F the Panel include "Replying to policy questions
from public retirement systems in California" and "Providing
commen# upon request by public agencies". In 2013, members of
the Panel received a request from a public retirement system {tire
San Joaquin County Employees' Retirement Association) to
compute and publish the annual comp~nsatian limit prescribed by
the California Public Employes' Pension Reform Act of 2013
(PEPRA), as amended by Senate Bill Na. 13 (SB 13). This request
was made to address a concern that minor calculation or rounding
differences cauEd result in different systems calculating slightly
different pension ct~mpensation limits.

The Panel agreed to caiculate'the dollar amounts of the pension
compensation limits for 20'(4 and future years, as we believe tha#
the use of a uniform compensation Iimit will provide administrative
benefits to California's public retirement systems. However, as the
Panel is an advisory body only (Government Cade section
7507.2{e) states that °The opinions of the Calif~mia Ac#uarial
Advisory Panel are nonbind'ong and advisory only"), the Panel
encourages each system to independently review the calcufatian of
the pension compensation limits contained in this letter.
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SB 'f3 amended section 7522.10 of the Government Code as

follows:

7522.0. {a) On and after January 9, 2Q~i3, each puBlic r~tiremen~

system shall modify its plan ar plans #o carnply vvifh fhe

requiremenfs of fhis secfian far each public employer That

participates in fhe sys#em.
{b} 11Vhenever pensionable compensation, 8S CIB~I7~CI 117 SECS%O!1

7522.34, is used in the calculation of a bene~f, the pensionable

compensation shall be subjecf fo fhe limifatians sei forth in

Subdivision (c).
(c) The pensionable compertsafian used fo calculaie the defined

benefit paid fo a new member who retires frorrr the sysfem shall

not exceed the following applicable percenfage of fhe contribufion

and bens~t base specked in Section 430(6) of 7iFIe ~2 of the

United Stales Cade an January 7, 2013:
(~) t3ne hundred percent for a member whose service is

included in the federal system.
(2) One hundred twenty percent for a member whose

service is not included in the federal system.

(d) (~,~ T/ae refiremenf system stall adjust fhe pensionable

compensation described in subdivision (c) based on the annual

changes fo fhe GansUmerPrice Index far All Urban Consumers:

U. S City Average, catculafed by dividing the Consumer Price

Index for All Urban Consumers: U.S. Cify Average, for the monfh

of September in the calendar year preceding fhe ~djus~ment by

the Consumer Prig Index for AJJ tJrhan Consumers: U.S. City

Average, for the month of September of the previous year

rounded to the nearest thousandth. The adjcrstmenf shall be

effecfive annually an January ~, beginning in 204.

The annual compensation p~nsianab[e campe~sation limi#

computed by the Panel fiar 2014 was $'I 15,064 for those included in

the federal Social Security system and $138,077 for those not

included.)
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The Consumer Price Indices for All Urban Gonsumers {CP1-U) U,S.
City Average for the months of September X013 and 20'14 are as
'~LIIIOWS1:

September, 20'i 4: 238.03'1
September, 20'13: 234.149

The annual change, campu~ed by dividing the 20~i4 Index by the
20'13 Index, rounded to the nearest thousandth is as follows:

0 238.0131 = 234.'149 ='1.017

Applying this annual adjustment to the 2014 limits yields the
fallowing limits for calendar year 20'15:

a $115,Ofi4 x ~ .0~ 7 = $~ 17,020 (included in federal system)
• $938,077 x 9.07 = $'i4l~,424 (not included in federal

S~fS~G't71}

The indexation of the maximum compensation to be used by
Ca1STRS using the February CPI-U, based on AB '1381 passed by
the legislature in 2013, is not addressed in this letter.

' htt,~:lldata.bls.gov/timeseries/CUUROOOOSAO
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The calculations descr'r~ed above indicate the use of a
compensation (irrtit for new PEPRA members fc~r Calendar Year

20'i5 of $11~,02Q fs~r members participating in the €ederal system
(7522.'10{c)(1) [unit} and $140,4~~ for members nat participating in

the federal system (7522.'10(c){2} limit). The Panel intends to
provide similar calculations in future years. The contents of this

letter are nonbinding and advisory on(y, and we encourage each

public retirement system to independently evaluate #hese
Cr~ICUI~~IOCiS.
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