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Public hearing held.  About 175 retired, active and deferred members attended a public
hearing on the issue of final compensation calculations, held February 21st at the Fresno Unified
School District Chambers to accommodate the crowd. Twenty-nine people testified at the
hearing, most saying that they are either retired, or close to retirement, and have planned their
financial futures around assurances that their retirement benefit would be at levels provided
under current FCERA practices, which now uses non-consecutive pay periods to calculate final
compensation. Most said any reduction would present a hardship in their lives. One speaker also
pointed out the Retirement Board’s obligation to ensure that the fund is protected and sound for
future retirees.

Actuarial assesses the problem. Actuarial consultant Ira Summer quantified the difference
that has resulted from FCERA’s unique calculation of final compensation, which has been called
the “Fresno approach.” Summer’s review of FCERA’s retirement files found that approximately
300 people have retired with higher pension benefits as a result of FCERA’s use of non-
consecutive pay periods to calculate the highest paying year for final compensation. The
additional percentage of the benefit exceeding what would have been received using consecutive
pay periods ranged from under 1 percent to almost 28 percent in one case. The average was
about 4 percent. The dollar amount ranged from under $10 for many recipients and under $100
for most, to between $100 and $1000 per month for some. Two people are receiving more than
$1,000 per month additional as a result of this calculation method.

Mr. Summer also found that, although only about 300 of 13,000 members have received any
benefit from this calculation method to date, the number has been growing since additional pay
categories became eligible for inclusion under the Ventura decision. For the almost 1,600 more
employees currently eligible to retire, two-thirds, or almost 1,000 would receive additional
benefits due to the Fresno approach to calculating final compensation.

He explained that annual leave cashouts, senior management incentives, uniform allowance, and
holiday pay have been some of the more common categories of pay appearing in non-
consecutive pay period calculations. Note:  Retirement Administrator Roberto L. Peña stressed
that there is no issue or problem with the Ventura decision that made these categories eligible for
inclusion – in fact, FCERA supports and agrees with the Ventura decision. The current problem
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is only connected because the inclusion of additional pay categories created spikes in prior pay
periods, which made final compensation larger than if calculated using consecutive pay periods.

Summer’s actuarial estimates show that it would cost an estimated $6.7 million to continue
paying those who now receive this additional benefit until their death. It is more difficult to
evaluate the cost if FCERA were to continue the practice for future retirees, Summer explained,
because so many variables, including County compensation policies, can affect that number.
However, Summer described the potential costs as ranging from “ugly” to “very ugly,” given the
rise in sheer number of retirees who will benefit as a result of the calculation and their long life
expectancies.

Attorneys provide preliminary legal overview. Attorney Bob Blum reported that an
extensive search by his firm could find no legal authority supporting the use of non-consecutive
pay periods in calculating final compensation. Further, he noted that a survey of all counties
administered under the 1937 Act as is Fresno found no other retirement fund that uses non-
consecutive pay periods in calculating final compensation, as has FCERA. Blum asked that
anyone with information about specific case law or another agency that uses the Fresno approach
please forward that information to FCERA.

While Blum said he could find no legal authority to support continuing the approach, he said he
continues to explore the issue. He could not yet determine if the practice is legal.

More problematic and yet to be determined is whether or what the law requires in addressing the
issue. Blum noted that several California courts have looked at “fairness” between a retirement
system and its individual retirees when deciding this type of issue. For this reason, he asked that
speakers at the hearing address “fairness” in their comments.

Next Steps. The Board has set this issue for further consideration on Saturday, March 15, for
the convenience of working members. Chairperson Vicki Crow directed the attorneys to return in
closed session with more specific information on legal options and implications. There will be
another public discussion of the issue Saturday, March 15, at 11 a.m. until 2 p.m. at the Fresno
Unified School District Board Chambers, Room 201, Tulare and M Streets. The meeting will be
for discussion only. No action will be taken.

Chairperson Crow also invited employees and retirees to submit comments in writing to FCERA.
The e-mail address is ahenson@fresno.ca.gov. The mailing address is FCERA, P.O. Box 911,
Fresno, CA 93714-0911.


