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Board of RetireDent 

COATES. HERFURTH & ENGLAND 

ACTUARIES AND CON SIJLTAN TS 

SAN FRANCISCO 94[04 

August 17, 1976 

Employees' Retirement Association 
County of Fresn::> 

Gentlecen: 

We are pleased to transmit herewith a report setting forth the results 
of our calculations to dete rmine the cost to the County and the members 
arising from the adoption of certain amendments to the County Act of 1937 
applicable to a County's withdrawal from the Social Security System. 

The study was based upon financial statements and employee data 
furnished by the Retire~ent Office. 

This rep ort discusses in detail the results and commentary arising 
from our study of the p:-.Jposed arrendments using the same data utilized in 
the last valuation as of October 31, 1974. 

In addition to the data discussed above , we were provided with addi­
tional data for active ",embers of the System for the purpose of calculating 
the survivorshiD costs of Article 15.6. The cost of this proposal depends upon 
the fa~ily composition o f Fresno County employees and, therefore, we requested 
the following informatio n for all active members as of July 1, 1976: 

1. Date of birth of member 

2. Sex of member 

3. Mari.al status of member (currently married or not) 

4. Date of birth of spouse, if applicable 

S. Number of dependent children less than 18 years of age 

6. Age of younges t depe ndent child 

We received this data for approximately 80% of the membership, and 
we feel that the results would be representative for the balance of the 
members. 

. ..• d;v;s;on orCOMPE:-:S.\TIO'!' & CAPITAL r:-:CORPORATED 

.. \ Total Compensati~n Consulting firm 

Los Angdes Nonhfl (" ld.lll. San Fran c isco 'Vcst Chestn. lb . 
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Board of Re tire:-:.£:-n t -2- August 17, 1976 

At this ti !:"..e , we ... ·] ish to take the opportunity to express our 
appreciation for the c ooperation given us by the Retirement Office 
during our ,\'ork. 

ROD/ cb 
Enclosures 

Respectfully submitted, 

COATES, HERFURTH & ENGLAND 
Actuaries and Consultants 

By 
/J ,j. t () C\ .!) 
)C\d v~ T lJ. j'//l!./?/iAd 

Robert D. Oriska 

COATes. HERFURTH 8: ENGLAND. ACTUARIES AND CONSULTANTS 
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SECTION I 

I. Introduction 

under the Retirement System currently in effect in Fresno County, 

both Hiscellaneous and Safety members are covered under the Social 

Security System in addition to their coverage under the County System . 

We were requested to review and analyze certain proposals Wllich, if 

adopted, might improve the level of benefits under the County Re tire­

ment System to such an extent as to eliminate the need for contiI1u.ing 

coverage under the Social Security Program. 

For Miscellaneous Members, we performed calculations bas ed upon 

the adoption of Sections 31676.15, 31740, 31727.3, 31621.6, and 

Article 15.6 of the County 1 aI,' . There are, as yet, no Secti.ons in the 

law dealing specifically with the adoption of similar amendments for 

Safety Hembers, but .'e have prepared similar proposals for the Safety 

membership based upon new benefits that we believe to be equivalent 

in effect to the changes studied for the Miscellaneous membership . 

This report incorporates a comparison of the basic provisions of the 

present and proposed Systems and sets forth the member and County 

contribution rates resulting from the adoption of the Sections listed 

above upon the termination of the County System from Social Security 

coverage. 
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SECTION II 

COl-!J'ARISON OF NAJOR PROVISIONS 

OF THE PRESENT AXD PROPOSED SYSTENS 
( 

Briefly s=arized belm; are the major provisions of the County 

( 
Employees Retirement La" of 1937, as amended through July 1, 1975, and 

as adopted by Fresno County. Indicated in brackets are the changes 

resulting from the proposed a~endments. 

( 
1. }!erebership 

Each person entering County employ becomes a member on the first 

day of the calendar month after entrance into service. 

2. Return of Contribution 

If a member should resign or die before becoming eligible for 

retirement, his contributions plus interest will be refunded. 

I 
3. Death Benefit 

Before Retirement 

In addition to the return of contributions, a death benefit is 

payable to the member's beneficiary or estate equal to one month's salary 

for each completed year of service under the retirement system, based on 

his final year's average salary, but not to exceed six (6) month's salary. 

If a member dies while eligible for service retirement or non-

service connected disability, his spouse receives 60% of the allowance the 

member would have received for retirement on the day of his death. 

If a member dies in the performance of duty, his spouse receives 

50% of the member's final average salary. 

l 
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(Article 15.6 is intended to provide benefits as an alternative 

to survivorship benefits payable under Social Security. We have 

assuoed that these benefits would be payable in addition to any 

other death benefits currently payable, and that the provisions 

of these Sections, (31855 through 31855.10), would apply to both 

Hiscellaneous Nernbers and Safety Hembers. Benefits are payable 

upon the death of an active member with at least 18 months of 

continuous membership. The monthly survivor's allowances are based 

upon the £ollOl,ing table: 

Surviving spouse caring for one child $ 591.80 
Surviving spouse caring for two or more children 690.40 
One child only 295.90 
11,,10 children only 581.80 
Three or more children 690.40 
Hidow or widower age 62 (no child) 327.10 
Each of D~10 dependent parents at age 62 295.90 
Sole dependent parent at age 62 325.50 
Lump sum payment 255.00 ) 

After Retirement 

If the retirement ,.,as for service connected disability, 100% of the 

member's allowance as it was at death is continued to his surviving spouse 

for life . 

If the retirement was for other than service connected disability, 

60% of the member's allowance is continued to his spouse for life. 

4. Disability Benefit 

1-1embers with 5 years of service, regardless of age, are eligible 

for non-service connected disability. The benefit is 1.8% (both Hiscellan-

eous and Safety members) of final average salary for each year of service. 

If this benefit does not equal 1/3 of final average salary, the benefit is 

increased by this Same percentage of final average salary for the years 

which ,,'ould be creditable to age 62 (age 55 for Safety members), but the 

-3- 8/17/76 
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total benefit in this case would not be more than 1/3 of final average 

salary. 

If the disability is service connected, the member may retire 

regardless of length of service, and the benefit is 50% of final average 

salary . 

(For Niscellaneous Hembers, the adoption of proposed 

Section 31727.3 "auld result in the same non-service connected 

disability benefit described above, except that if the benefit 

does not equal 1/3 of final average salary, the benefit is 

increased by the same percentage of final average salary for 

the years "hich "auld be creditable to age 65. 

The adoption of Section 31740 "auld provide a supplemental 

disability allo"ance of $300 per month, in addition to any other 

disability benefits, for any member retired for disability pro­

vided the member I s disability is such that the member is incapable 

of gainful employment. \,e have assumed that the provisions of 

this Section would apply to both Miscellaneous and Safety Members-J 

5. Service Retirement Benefit 

Nisce naneous Members 

}!embers with 10 years of service, ,.,ho have attained the age of 50, 

are eligible to retire. Hembers with 30 years of service, regardless of 

age, are eligible to retire . Retirement is compulsory on the firs t day of 

the month following that in which a member reaches the age of 67. 

Safety }!embers 

Hembers "ith 10 years of service, who have attained the age of 50, 

are eligible to retire. Hembers with 20 years of service, regardless of 

age, are eligible to retire. Retirement is compulsory on the first day of 

the month following that in which a member reaches the age of 60. 
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Benefit 

A f raction of 1 /50 ( for both Hiscellaneous and Safety Hembers) of 

final average salary per yea r of service depending on age of retireme nt. 

(For Hiscellaneous ~!embers , the adoption of Section 31676.15 ,"ou1d 

result in an increase in the pe r centage credit per year of service used in 

deteroining service retirer!lent benefits at all a ges when compared to 

Section 31676 .12, as sh o;m be10H in the comparison of the factors for re-

presentative ages. It should also be noted that there Hill be a further 

i ncrease in the total benefit as a percentage of salary because the present 

integration of benefit s at the $350 monthly salary level Hill be removed. 

Present System Prol2osed Systems 
Section 31676.12 Section 31676.15 
Based on Honth1y Based on 

Age at Sa lari es in Exre s- s of $350 Total Salaries 
Retire::nent Hale Female Hale Female 

50 1.29'7, 1.34% 1.46')', 1.4 9% 
55 1. 75 1.77 2.00 2.00 
60 2.33 2.34 2.61 2.62 
65 2.60 2.62 3.12 3.l3 ] 

(For Safety Hembers, in the absence of any specific provision "ithin 

the Coun ty La", "e have assume d that the County might "ant to provide a 

co rrespond ing increase i n service retirement benefits as is provided to the 

Hi scel1aneous Hembers by the adoption of Section 31676.15. Therefore, we 

have stud ied a modification of Section 31664 that would result in a 10% 

increase in the percentage credit per year of service used in determining 

service retirement benefits at all ages "hen compared t o Section 31664 . In 

addition, there "ill be a furthe r increase because the present integration 

of benef its at the $350 monthly salary level "ill be removed. The folloHing 

table shmols a comparison o f these factors for representative ages. 

Age at 
Retiremen t 

50 
55 
60 

Section 31664 
Based on Honthly 

Sala rjes in Excess of $350 

2.00% 
2.62 
2.62 

-5-

Section 31664 Hodified 
Based on Total 

Salaries 

2.20% 
2.88 
2.88 ) 
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6. Cost of Livi~Q 

A portion of the contributions for retirement withheld from compen­

sation is for cost of living adjust~ents after retirement. These contribu­

tions are refundable if the e mp loyee terminates employment before retirement . 

The County contributes an equal amount of cost of living contributions. The 

current maximuw increase in retirement allm.Jance is 3'10 a year based on the 

Cost of Living Index for the year ending December 31st. 

7. Basic Contributions 

}!ember 

Rates are based on the age nearest birthday at entry into the System, 

and on sex for ~:iscellaneous Nembe rs. The rates are such as "ill provide an 

average annuity at age 60 (age 50 for Safety Nembers) of 1/200 of final 

avera ge salary in excess of $350 per month. The rate on the first $350 of 

monthly salary will be one third less than the above rate. 

(For Hiscellaneous }!embers, the adoption of Section 31621. 6 results 

in a membe r cont~ibution rate sufficient to provide an average annuity at 

age 55 equal to 1/100 of total final compensation. He have assumed the 

County ,wuld pay half of the member contribution, resulting in a member contri­

bution rate "hich provides an average annuity at age 55 equal to 1/200 of total 

final compensation. 

For Safety l'!embers, in the absence of any specific provision "ithin 

the County La", \<e have assumed that the adoption of new contribution rates 

in connection with the aforementioned modification of Section 31664 woul.d 

result in a siGlilar modification in the rates . Therefore, we have assumed 

a 10% increase in the present Safety Hember contribution rates on salaries in 

excess of $350 at all ages. In addition, the present integration of contri­

butions at the $350 mon thly salary level will be removed and these higher 

contribution rates will apply to total sa laries. 

- 6-
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The ado?tion of Article 15.6 would involve an addi tional flat monthly 

concribution of all Gembe rs, to be matched by the County, in order to pay 

for the new survivorship benefits. This monthly contribution amount, not 

to be refUtided upon oet!lbers I termination or for any other reason, is to be 

based on actuarial recommendations, a.nd He have calculated such a rate for 

Fresno County as discussed in Section III.) 

County 

The County rate is the percentage of salary necessary, upon an 

actuarial basis, to provide for payment of the portion of the benefits 

promised but not paid for by the members ' contributions. These rates are 

chan ged in accordance with each actuarial study. 
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SECTIOll III 

NEHBER CONTRIBUTIONS 

Section 31621.5 of the 1937 County Law sets forth the basis of deter-

mining the nornal rates of contribution for miscellaneous member under 

Section 3167 6.12 as follows: 

" The normal rates of contribution except for members 
covered by Article 6 . 8 shall be such as "ill provide an 
average annuity at age 60 equal to one tl.o-hundredth of the 
final compensation of members not covered by Article 6.8, 
according to the tables adopted by the bo~rd of supervisors, 
for each year of service rendered afte r entering the system ." 

The basis of determining the rates of contribution for safety 

members is set forth in Section 31639.5 of Article 6.8 , which reads as 

£0110\,]8 : 

"The normal rates of contributions shall be such as will 
provide an average annuity at age 50 equal to one tlolo-hundredth 
of the final compensation of safety members, according to the 
tables adopted by the board of supervisors, for each y~ar of 
service rendered after entering the system . 1I 

Section 31620 of the County La" further provides that the contri-

but ion rates of members shall be based on sex and age at the nearest 

birthday a t the time of entrance into the retirement system. Section 

31453 provides for the adjustment in such rates of contribution in the 

light of changes in the rate of interest and the other factors. It 

further provides that no adjustment shall be included in the new rates 

for time prior to the effective date of the revision . 

Nember Rates of Contribution 

A schedule of the members ' proposed basic rates of contribution 

was calculated in accordance with the formula prescribed in the County 

Law and based upon the current actuarial assumptions in effect as of 

July 1, 1975. 
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These schedules of propo sed member basic rates of contributions 

are shm'" on the follOldng pages and, in our opinion, these are the rates 

which co~ply with the prov isions of Sections 31620 and 31621.5 of the 

County La\v for ciscellaneous members and Section 31639.5 for safe ty members, 

and the assumptions adopted as discussed in the preceding paragraphs . 
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EHPLOYEES' RETIRE}1ENT ASSOCIATION 

OF THE 

COUNTY OF FRESNO 

Misc ellaneous Me~hers' Basic Contributioll Rates - Males 

App licable to }lonthly Compensation;' 

Present System Proposed Sy stem 
Sec tion 31676.12 Section 31676.1 5~~ 

Excess of 
First $350 Honth1y Total 

Entry of }!onth1y Comp ensation }!onthly 
Age Compensat i on Over $350 Compensation 

16 1.65% 2.48% 3.24% 
17 1.67 2.50 3.24 
18 1.68 2.52 3.25 
19 1. 70 2.55 3.26 

20 1.72 2.58 3.28 
21 1. 73 2.60 3.31 
22 1. 75 2.63 3.34 
23 1.77 2.66 3.37 
24 1.80 2.70 3.41 

25 1.83 2.74 3.46 
26 1.85 2.78 3.51 
27 1.88 2.82 3.56 
28 1.92 2.88 3.63 
29 1. 96 2.94 3.70 

30 2.00 3.00 3.77 
31 2.04 3.06 3.84 
32 2.08 3.12 3.92 
33 2.13 3.19 4.01 
34 2.17 3.26 4.10 

35 2.23 3.34 4.19 
36 2.28 3.42 4.28 
37 2.33 3.49 4.38 
38 2.38 3.57 4.48 
39 2.44 3.66 4.57 

*The cember ~ .. ould c on tribute an addi tional 37.98% of the basic rates for 
cost of livin g at the 370 oaximum level. 

*"lI'e h2\'e assuDed that the me",be r contribution rate for Section 31676.15 
"ou1d be such as to provid e 1/200 of the member's compensation at age 55. 
We have also assu~ed the membe r "il: contribute a flat $3.15 per month for 
the add itional benefits under Arti cle 15.6. 8/17/76 
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Entry 
...!::2L 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 & 
Over 

ENPLOYEES' RETIREHENT ASSOCIATION 

OF THE 

COUliTY OF FRESNO 

}~is ce llaneous 1·1er:tbers ' Basic Contribution Eates - Ha l es 

Applic ab le to Hon thly Compensation"~ 

(Coo tinued) 

Present System 
Section 31676 .12 

First $350 
of }lon th1y 

Coo pen sat ion 

2.48 /0 
2 . 55 
2 . 60 
2.65 
2.72 

2.77 
2.83 
2.89 
2 . 96 
3 . 01 

3.08 
3.15 
3 . 21 
3 . 28 
3 . 35 

3.41 
3.48 
3.55 
3.62 
3 . 69 

Excess of 
Honth1y 

Comp ensation 
Over $350 

3 . 73 /0 
3 . 82 
3.90 
3.98 
4 . 08 

4 . 16 
4.25 
4 . 34 
4.44 
4.52 

4.62 
4.72 
4 . 81 
4.92 
5.02 

5 . 12 
5.22 
5.32 
5.43 
5.54 

Proposed Sy stem 
Section 31676.15** 

Total 
Honthly. 

Compensation 

4.6710 
4.77 
if. 87 
4.98 
5.08 

5.18 
5.29 
5 . 40 
5 . 51 
5.62 

5.74 
5.86 
5.98 
6.10 
6.22 

6.22 
6 . 22 
6 . 22 
6.22 
6.22 

*The member will contribut e an additional 37.98% of the basic rates for 
cost of li vin~ at the 3% max imum level. 

*'"'\';e have assumed that the member contribution rate for Section 31676 . 15 «auld 
be such as to prov i de 1/200 of the member's compensation at age 55. He have 
also assu:Jed the oember will contribute a flat $3.15 per month for the addi­
tiona l ben e fits uncer Article 15.6. 

8/17/76 
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EXPJJ:)YEES' RETIRE1·:ENT ASSOCIATION 

OF THE 

COUNTY OF FRESNO 

~~ i sc e ll aneou s ~< embe rst Ba sic Contribution Rates - Females 

Applicable to l-1o nthly Compensation* 

Present System Proposed System 
Section 31676.12 Section 31676.15;'" 

Excess of 
First $350 }Ion th1y Total 

Entry of Honthly Compensation }lonth1y 

~ Compensation Over $350 Compensation 

16 1. 887, 2.82'lo 3.58% 
17 1. 91 2.87 3.62 
18 1. 94 2.91 3.66 
19 1. 97 2.95 3.71 

20 2.00 3.00 3.76 
21 2.03 3.04 3.82 
22 2.05 3.08 3.88 
23 2.09 3.14 3.94 
24 2.12 3.18 4.00 

25 2.16 3.24 4.06 
26 2.20 3.30 4.13 
27 2.24 3.36 4.20 
28 2.28 3.42 4.27 
29 2.32 3.48 4.34 

30 2.36 3.54 4.42 
31 2.40 3.60 4.50 
32 2.45 3.67 4.58 
33 2.49 3.74 4.66 
34 2.54 3.81 4.74 

35 2.59 3.88 4.83 
36 2.64 3.96 4.92 
37 2.69 4.04 5.01 
38 2 .75 4.12 5.10 
39 2.80 4.20 5.20 

*The member '-!Qu1d contribute an additional 37.98% of the basic rates for cost 
of liv ing at the 3% maximum level. 

-},,-~1~1e have assU2ed that the member contribution rate 
"'ou1d be such as to provide 1/200 of the member's 
We hav e al so assume d tIle member will contribute a 
the additiona l benefits under Article 15.6. 

-12-
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~lPLOYEES' RLTlREl'ffiNT ASSOCIATION 

OF THE 

COL,:\TY OF FRESKO 

}1iscellaneous ~embers ' Basic Contribution Rates - Females 

Applicable to !·~onthly Compe nsation'" 

(Con t inued) 

Present System 
Section 31676.12 

Proposed Systeo 
Section 31676 . 15** 

Fir s t $350 
Entry of }lonthly 

Age CO!!lpensat ion 

40 2. 85/0 
41 2 . 91 
42 2.96 
43 3.03 
44 3.08 

45 3 . 15 
46 3.21 
47 3 27 
48 3.33 
49 3.40 

50 3.47 
51 3.55 
52 3.61 
53 3 . 68 
54 3.76 

55 3.84 
56 3.91 
57 3.99 
58 4 . 07 
59 & Over 4. 15 

Excess of 
Nonthly 

Compensation 
Over $350 

4.28% 
4.36 
4 . 44 
4.54 
4.62 

4.72 
4.81 
4 . 91 
5.00 
5.10 

5 .21 
5.32 
5.42 
5.52 
5 . 64 

5.76 
5.87 
5.99 
6.11 
6.23 

Total 
Monthly 

Compensation 

5.30% 
5.40 
5.50 
5.60 
5.71 

5.82 
5.93 
6 .04 
6.16 
6.28 

6.40 
6.52 
6.64 
6.77 
6.90 

6 . 90 
6.90 
6 . 90 
6 . 90 
6.90 

*The member \,'Quld contribute an additional 37 . 98% of the bas ic r a tes for 
cost of living at th e 370 maximum level. 

"~kh'e have assumed that the member contribution rate for Section 31676.15 
would be such as to provide 1/200 of the member's compensation at age 55. 
h'e have also assumed the member will contribute a flat $3.15 pe r month for 
the additional ben ef its under Artic l e 15 . 6 . 

-13-
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El'IPLOYEES' RETIREHENT ASSOCIATION 

OF THE 

CO u"?lTY OF FRESNO 

Safety Ee""1bers ' Basic Rate of Contribution 

ADplicable to Compensa tion":.'.: 

Present System Proposed System ** 
Sec tion 316"64 Hodified Section 31664 

First $350 
of }10nth1y Compensat ion Total 

Age Compensation Over $350 Compensation 

21 2.6 11: 3,91% i,.30/0 
22 2.65 3.98 4 . 38 
23 2.71 4.06 4.46 
24 2.76 4.14 4.55 
25 2.81 4.22 4.64 

26 2 . 87 4.30 4.73 
27 2.92 4.38 4.82 
28 2.98 4.47 4.92 
29 3.04 4.56 5.02 
30 3.10 4.65 5.12 

31 3.16 4.74 5.22 
32 3.23 4.84 5.32 
33 3,29 4.94 5.43 
3~ 3.36 5.04 5.54 
35 & Over 3 . 43 5.14 5.65 

*The rnew~er would contribute an additional 37 . 98% of the basic rates for 
cost of living at the 3 ~~ maximur:1 level. 

~d'i,e have assumed that the member contribution rate for Hodified Section 
31664 ~ould be such as to provide 110% of 1/200 of the member 's compensation 
at age 50. We h2ve also assumed [he member Hill contribute a flat $3 .1 5 per 
month fo~ the additional benefits under Article 15 .6. 
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Entry Annua l 

~ Salary 
20 $12,000 
25 12, 000 
30 12,000 
35 12,000 
40 12,000 
45 12,000 
50 12,000 
55 12,000 

20 $12,000 
25 12,000 
30 12 ,000 
35 12,000 
40 12,000 
45 12,000 
50 12,000 
55 12,000 

20 12 ,000 
25 12, 000 
JO 12 ,000 
35 12,000 
40 12,000 
45 12,000 
50 12,000 
55 12,000 

,... -FRESNO COUNTY 

TABLE A 

Contribution Rates and 
Annual Contributions Payable 

(Male Members) 

"" ..... ~ 

Present System (Section 31676.12) Proposed System (Section 31676.15) 
Section 31676 15 

Rate 
5.85% 
5.85 
5.85 
5.85 
5.85 
5.85 
5.85 
5.85 

3.14 %";' 
3.34 
3.66 
4.08 
4. 5 fl· 
5.07 
5.63 
6.24 

8.99% 
9.19 
9.51 
9 .93 

10.39 
10. 92 
ll.l,8 
12.09 

Annual Contribution Annual Contribution 
Social ~ecur ity 

$ 702 
702 
702 
702 
702 
702 
702 
702 

Section 31676.12 

$ 377 
401 
439 
l,89 
545 
608 
676 
749 

Total Contribut ion 

$ 1,079 
1,103 
1,1" 1 
1,191 
1,247 
1,310 
1,378 
1,451 

Rate 
0% 
o 
o 
o 
o 
o 
o 
o 

4.84% 
5.09 
5.50 
6.10 
6.76 
7.46 
8.24 
8.90 

4.84% 
5.09 
5.50 
6.10 
6.76 
7.46 
8.24 
8.90 

Social Security 
$ 0 

o 
o 
o 
o 
o 
o 
o 

Section 31676.15* 

$ 581 
611 
660 
732 
811 
895 
988 

1,068 

TotRI Contribution 

$ 581 
611 
660 
732 
811 
895 
988 

1,068 
the County Act include cost of living contdbut;ions amounting 

':<Inc1udes flat amount of ~37 .80. 
to 37.98'," of the basic 

The Contributions under 
contributi.ons. 

rate reflecting cont)CiJ;nltioll
d

percent.'!!eS abov.e nnd1h e'E'" $350 per month. ;d'Equ 1 va lell t sing Ie Cou tes, llerturth CI: Enflan , Actuarres and COliSu Calf ~ 8/17/76 



Entry Annual 
~ Salary 

20 $12 ,000 
25 12 , 000 
30 12,000 
35 12,000 
40 12,000 
45 12,000 
50 12,000 
55 12,000 

20 $12,000 
2S 12,000 
30 12,000 
35 12,000 
40 12 ,000 
45 12,000 
50 12 , 000 
55 12,000 

20 $12 , 000 
25 12,000 
30 12, 000 
35 12,000 
1,0 12,000 
1,5 12,000 
50 12,000 
55 12, 000 

The Con tributions under 
bosic contributions. 

FRESN0 COUNTY 

TABLE B 

Contribution 11,1tes and 
Annual Contributions Payable 

(Female Hembers) 

, .... 

Present System (Section 31676 .1 2) Proposed System (Section 31676.15) 
Sect i on 31676.15 

Annua l Contr ibution 
Rate Soc i a l Security 
5.85% $ 702 
5.85 702 
5 . 85 702 
5 .85 702 
5 . 85 702 
5.85 702 
5.85 702 
5 . 85 702 

Sec tion 31676.12 
3 . 66%;'* $ 439 
3 . 95 474 
4.32 51S 
4.73 568 
5.22 626 
5. 76 691 
6 .35 762 
7. 02 842 

To t a l Contribution 
9 . 517;:":' $ 1,141 
9.80 1,176 

10.17 1, 220 
10. 58 1,270 
1l. 07 1, 328 
1l. 61 1, 393 
12. 20 1, 461, 

12. 87 1, 541, 

Rate 
0% 
o 
o 
o 
o 
o 
o 
o 

5.50% 
5 . 92 
6.41 
6.98 
7.63 
8 .35 
9.15 
9. 84 

5. 50'/, 
5.92 
6.41 
6 . 98 
7.63 
8 35 
9.15 
9.S4 

Annual Con tribution 
Social Sec urity 

o 
o 
o 
o 
o 
o 
o 
o 

Section 31676 .15* 
$ 660 

710 
770 
838 
915 

1, 001 
1,097 
1,lS0 

Total ContrJ h"tion 
$ 660 

710 
770 
S3S 
915 

1, 001 
1,097 
1,lS0 

the County Act i nclude cost of li ving contributions amounting to 37.98% of the 

':'ll1c1ud"s flot amoun t of $3 7. S0 . 
**Equiva1ent single rate r ef l ec ting contribution percentages 

above and bela" $350 per mon t h . 

Coates, Herfurth & England, Actuaries and Consul tants 
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Annual 
Age Sa l a r y 

21 $ 12, 000 
25 12, 000 
30 12,000 
35 12,000 

21 $ 12,000 
25 12,000 
30 12, 000 
35 12, 000 

FRES:\O COUNTY 

TABLE C 

Contribution Rates and 
Annual Contributions Payable 

Pres ent Pl an - Section 31664 

Annu a l Contribu t ion 
Rate Socia l Securit~ 

5 . 857, $ 702 
5 . 85 702 
5.85 702 
5 . 85 702 

Section 31664 

4.77 %;'''' $ 572 
5.14 617 
5 . 67 680 
6 .27 752 

Hodified Sec tion 31664 

Annual Contribution 
Rate Socia l Secur i ty 

0 $0 
o 0 
o 0 
o 0 

Section 31664 Nodified; 

6.25% $ 750 
6.72 806 
7. 38 886 
8.11 973 

Total Annua l Outlay 

21 $ 12,000 10 .62')'/ '" $1, 274 6. 25i~ 
25 12,000 10 . 99 1,319 6 .72 
30 12,000 11. 52 1, 382 7. 38 
35 12, 000 12 .12 1,454 8.11 

The contribution under the County Act includes Cost of Living con tributions 
amounting to 37.98% of the basic contributions. 

"' Includes flat amount of $3 7. 80 per annum. 

**E;quivalent single rate reflecting contribution percentages above and below 
$350 per month . 

-17 - 8/17/76 
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SECTION IV 

CO\r'lE~;TS ON COST OF THE PROPOSED SYSTEH 

This study on the possible "ithdrawal of the Fresno County Employees 

from the Social Security System was based upon the same actuarial assumptions 

used iI'. the last valu2.tion with one exception. Due to the fact that the 

require~ents for the new supplemental disability allowance are stricter than 

the requirements for disability retirement under the Present System, \oJe have 

applied a factor of 1/4 to the current probabilities of disability retire-

ment in order to value this neH benefit for all members. 

Based upon the assumptions discussed in the preceding paragraph , the 

adoption of the Proposed System ,>culd increase the County contribution rates 

for basic benefits to 14 . 64% of salary for Hiscellaneous Members , and 26 . 74 % 

of Salary for Safety Hembers, as compared to the present levels of 10 . 95% and 

22.37% for Hiscellaneous Members and Safety Members, respectively . Because 

t he benefit levels for }tlscellaneous Hembers under Section 31676.15, Bnd the 

benefit levels for Safety Members under modified Section 31664 are moderately 

higher than the present level and because the integration of the benefits at 

t he $350 per month salary level has been removed, this results in increasing 

the recor=ended County basic contribution rates approximately 34% and 20% over 

the pr esent Miscellaneous and Safety rate respectively. It should be pointed 

out that, if Social Security coverage is terminated, this will eliminate the 

need for future contributions to Social Security by the members and by the 

County . This then becomes a source of funds to offset the costs of the pro­

posed benefit changes to yo ur present Retirement System. 

Social Security coverage nm" r equires contributions by the members and 

t he County of 5 . 85% of covered salary (annual salary limited to $15,300). Of 

this 5. 85%, 4.95% is desig11ated as payment for "Social Security" and 0 . 90% is 

-18 - 8/17/76 
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desig::>ated as pay::!ent for "Hospital Insurance." Because the r ep l acemen t of 

cocparable medical coverage is to be obtained outside of the Retirement System, 

the net savings from termination of Social Security coverage available to 

pay for retirec:ent benefits amount to 4 . 95% of covered salary f or both the 

meobers and t he County . Although this figure would be equiva l ent to a some-

what lo"",;e r percentage of t otal salary, the savi ngs will remain large enough so 

that ;::ember contribution rates under the Proposed System should be 100'ler than 

the total new ce8Der contribution r ates under the Present System as illustrated 

on Tables A, B, and C, pages 14 through 16 . A comparison of total contribution 

rates for Hiscellaneous Nembers and Safety Nembers under the Pr esen t and Proposed 

Systems is presented as percentages of total salary in the following page . 

-19 - 8/17/76 

COATES . HERFURTH 8. ENGLAND. ACTUARIES AND CONSULTANTS 



( 

( 

( 

l 

( 

( 

l 

~~iscellaneot!C:: ~~e:::bers 

l. E:nployees Contributions under: 

a. 37 County Act 
b. 37 County Act (Art. 15.6) 
c. 37 County Act COL 
d. Soc ial Security 
e. Total 

2. Enployer Contribution~ under: 

a. 37 County Act Basic 
b. 37 County Act (Art. 15.6) 
c . 37 County Act CCL 
d. Social Secur ity 
e. Total 

3. Total Contributions 

I-e) + 2-e) 

Safety Henbers 

1. Employees Contributions under: 

a. 37 County Act 
b. 37 County Act (Art. 15.6) 
c. 37 County Act COL 
d. Social Security 
e. Total 

2. Employer Contributions under: 

a . 37 County Act Basic 
b. 37 County Act (Art. 15.6) 
c. 37 County Act COL 
d. Social Security 
e. Total 

3. Total Contributions 

I-e) + 2-e) 

Present System 
(Updated) 

Section 31676.12 

3 .02% 
-0-

1.15 
5.33>'* 
9.50% 

10.9 5% 
-0-
1.15 
5 . 33** 

17.43% 

26.93% 
Present System 
Section 31664 

4.00% 
-0-

1.52 
5.33** 

10.85% 

22 . 37% 
-0-

1.52 
5.33*" 

29.22 % 

40.07% 

Proposed System 
Sec tion 31676.15 

4.33% 
.35* 

1. 64 
-0-

6.32% 

14.64% 
.35* 

1. 64 
-0-

16.63% 

22.95% 
Proposed System 

Modified Sec tion 31664 

4 . 87% 
.26* 

1.85 
-0----

6 . 98% 

26.7If% 
.26* 

1. 85 
-0-

28.85% 

35.83% 

*For the purpose of comparison, the flat amoun t of $3.15 per month payable by the 
employees and the e:np loyer for supplemental death benefits has been expressed as 
a percentage of salary. The actual contribution made would be based upon the flat 
amount. 

**The Social Security Contributions for the year 1975 were converted as a percentage 
of Total Sa l ary rate as of January 1, 1976. 

We have assumed that if Fresno County withdrm<s its employees from Social Security 
coverage , the present integration of benef its and contributions at the $4200 level 
wi 11 be re:ooved. ---
The Cost of Living contributions are based upon a maximum increase of 3% per annum. 

-20-
8/17/76 

COATES. HE RFURHi &- ENGLA.ND. ACTUARIES AND CONSULTANTS 



( 

( 

I 

( 

l 

The employer contribution as shmm above has increased as a percentage 

of salary . The cain reasons are as fo11m.,s : 

1. Although some of the cost of the increased benefit ,;ould be paid 

for by the increased contribution rates of the members, all bene­

fits to date, as well as all future benefits, would be at a higher 

level "-nd the eoployee '<QuId only be paying a higher contribution 

on beh"-l f of higher credit for future service . The additional cost 

attributed to accrued service , including the removal of the inte­

grating benefits at the $350 per month salary level on this portion 

of the service, is borne by the County. 

2. The County pays the cost of the supplemental disability benefits . 

Please note that the cost-oE-living contribution rates payable 

under the proposed systems represents the level expected to be 

attained because of the increased benefit s . However, under the 

method presently used to determine the cost-of-living contributions, 

the present rate of 1.15% for Miscellaneous member and 1.52% for Safety 

member should increase to the expected rate in a gradual manner. 

Benefit levels under the Social Security System are constantly being 

reviewed and updated. Therefore, any Retirement System provisions designed to 

provide fixed benefits equal to those available under the Social Security 

Systeo should be subjected to periodic review. An example of this is the table 

of benefits payable under Article 15.6 and quoted on Page 3 of this report. 

Article 15.6 was based on the maximum average monthly earnings (Mill) for 

survivor benefits for death occurring in 1974, of a $950 .00 Al!E. As of January 1, 

1976, the corresponding maximum Mill has risen to $1,125.00 with the result that 

the benefits payable under the Social Security for death while active have 

risen by approximately 30%. If a ne'" Section is added to the County Lm" to 
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acco=odate t his change, member fixed dollar contributions will rise [rom $3.15 

per mon th to $4 .10 per month , with a corresponding increase in the matching 

County contribu tion s . 

In conclusion, ,,'e feel t hat if the County of Fresno adopts the Pro­

posed Systems , the Systems '\:vQuld continue to be maintained on a sound actu­

arial basis \,.ith the adoption by the County of the recommendations made in 

this Sec tion . It should be noted, hO\.Jever , that in discussing the various 

issues involved in the ne~y Proposed Systems , it is not our intention to make 

any recotlffiendatio!l in favor of , or opposed to , the id ea of the County termi­

nating Social Security coverage. We fee l that this d ec i sion should be made by 

the empl oyees of Fresno County af t er careful consideration of all aspects of 

the matter. 
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