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October 26, 2004

Dear FCERA Member:

As you know from prior communications, on May 6, 2003, Fresno County filed a judicial action
seeking to change the method of calculating final compensation for FCERA members.
Specifically, the County argued that FCERA was not permitted by law to allow members to use
non-consecutive pay periods when calculating their final compensation (highest one “year”
salary).  On June 9, 2003, the Fresno County Deputy Sheriffs Association intervened in the
final compensation litigation and since that time has argued to the Court that the method
previously used by FCERA to calculate final compensation should not and/or cannot be
changed.  FCERA has participated in the proceedings and sought guidance from the Court as
to what is permitted under the law.  This letter is sent to update you on recent developments in
the litigation.

The trial was split into “phases” by order of the Court.  “Phase 1” was limited to the Court’s
determination of whether a "year" under FCERA’s governing statute must be defined as 365
consecutive days for the purposes of calculating final compensation.  In “Phase 2A” the Court
was to address whether: (a) the County gave up its right to challenge the method of calculating
final compensation when it entered into the “Ventura” benefits settlement agreement; (b)
whether provisions in the California and United States Constitutions prevent FCERA from
changing its method of calculating final compensation for active, deferred and retired
members; and (c) whether the Board of Retirement had the “plenary authority” to use the non-
consecutive method, even if the statute defines a year as 365 consecutive days for the
purposes of calculating final compensation.  The Court also agreed to hear, in “Phase 2B”, any
remaining issues after the Court’s ruling on the Phase 2A issues.

On March 2, 2004, following "Phase 1" of the trial, the Court ruled that, for the purposes of
calculating final compensation, a "year" must be comprised of 365 consecutive days.  With that
guidance, on March 17th, FCERA's Board of Retirement voted to cease using the non-
consecutive pay period method and implement a new method utilizing only a consecutive 365
day year for all new FCERA members (original membership date after March 17, 2004).

On April 10, 2004, FCERA's Board voted: (a) to cease using the non-consecutive pay period
method and implement the new method for all then active members and deferred members of
FCERA, as of March 2, 2004; and (b) to cease using the non-consecutive pay period method
and implement the new method, beginning September 1, 2004, for all members who had
retired prior to March 2, 2004 and had their retirement allowances calculated based on non-
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consecutive pay periods.  FCERA also voted not to seek to recover any past "overpayments"
received by retirees prior to the effective dates of the changes adopted by the Board.  FCERA
does, however, intend to recoup any overpayments made after the effective dates of the
changes, March 2, 2004 for all then active and deferred members that retired since that date
and September 1, 2004 for all members retired prior to March 2, 2004.

On June 25, 2004, the Fresno County Deputy Sheriffs Association filed a Cross-Complaint
seeking to prevent FCERA from implementing the calculation changes for existing members
until the case is finally decided. On September 3, 2004, Judge John J. Golden of the Superior
Court heard the arguments and evidence presented by the parties on Phase 2A of the trial and
on the Sheriffs Association's request to enjoin/prohibit FCERA from proceeding to recalculate
members’ allowances.  On September 15, the Judge issued an order denying the Sheriffs
Association’s request for an injunction, thereby allowing FCERA to implement the Board’s
March 17th and April 10th decisions.

Accordingly, FCERA, which has been preparing to implement the new method of calculation
since the Board’s March 17th and April 10th decisions, is now moving forward with the changes
in calculating final compensation for its members.  Starting in November, new retirees who
receive their first retirement benefit check will have their benefit based on 365 consecutive
days.  At the same time, FCERA staff will gradually begin recalculating benefits for prior
retirees.  The recalculations will be prepared in three phases.

Phase one will consist of two groups, which will be recalculated simultaneously, those that
retired between January 1, 2001 and March 1, 2004 and those that retired on or after March 2,
2004, the date of the Judge's decision on final compensation.  The second phase will include
those who retired on or after October 5, 1997, the effective date of the Ventura Settlement
Agreement.  The third phase will be those who retired prior to October 5, 1997.

We will keep each member informed regarding any changes that occur with respect to his or
her pension allowance.  Each member will receive a calculation summary that includes the
final compensation and retirement benefit option amounts for both, the 365 consecutive days
and the original calculation.  In addition, each member will receive the PENSIONS (FCERA’s
automated benefit calculation system) audit trail that documents the pay periods and pay rates
in the system, as well as, the highest consecutive pay periods used in the calculations; a
comparison summary of the two calculated benefits; a letter with a detailed explanation of the
changes to the benefit; and a repayment agreement, if appropriate.

Please note the Board of Retirement and FCERA staff are committed to completing the
recalculations as quickly as possible and providing accurate and timely information to our
members.  Furthermore, the Board and staff remain committed to a resolution that protects the
integrity of the Retirement Fund, is fair to our members, and fully complies with the law.

Sincerely,

Roberto L. Peña
Retirement Administrator


