. ACTUARIAL REPORT =

 POSSIBLE AMENDMENTS =

TO THE

 FRESNO COUNTY - -

. EMPLOYEES' RETIREMENT ASSOCIATION

" ‘Made to the Board of Retirement - s

‘as of June 30, 1967

: _' COATES, HERFURTH & ENGLAND, CONSULTING ACTUARIES -



o ';COATe:s, HERFURTH s ENGLAND

Lo OFRRES N ST CONSULTING ACGTUARIES

1 SaN FRANGISCO T ST A20 CALIFORNIA STREET - . el TELEPHONE R
- Denver e U7 SAN FRANCISEO 94104 o o; lais) asaraddor T

T PASADENA

. October 31, 1967

: _"Board of Retirersent - SR
. County Employees' Retirement As sociation SRR
. Fresno County - - - :
. _' Court House L
.~ Fresno, California

" Gentlemen

" We are pleased to transmit herewith our report, setting forth the results
" of the actuarial survey we have made, in order to determine the cost to
- the County and to the members if certain amendments to the Fresno

~County Employees' Retirement System are adopted as of June 30, 1967..

"A detailed description of each of these proposed amendments will be gwen
" in'the main body of the report.

o _This 'stUdy'haS beén baised'upo'n financial statements, which we have used’

" without audit, and employee data furnished by the Retirement Office. It
 has been made in conjunction with the regular investigation and valuation: _
of the Retirement System as of June 30, 1967, All cost calculations have

~.-been based upon the current interest assumption of 4% per annum and all
-~ other actuarial as sumptions found fo be appropriate for the valuation,

_After you have had an 0pportun1ty to study this report, 1f you ha.ve any
'_'_questxons, we would be- pleas ed to hear from you.

 Very truly yours,

COATES, HERFURTH & ENGLAND PR

Consultmg Actuarles

Wa@ /@mﬁﬁu

Robert D. Drisko

" RDDith
.- Enclosures



 ACTUARIAL REPORT

POSSIBLE AMENDMENTS TO THE

 FRESNO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION -

. We have been authorized by you to conduct an actuarial survey as of

-"'.-_J'une 30, 1967, to determine the effect on the Coﬁnty contribution rate and

| . the contribution rates of the members of the Fresno County Employees' ==

Retirement System if the ‘County were to adopt the provisions of Section =
.- 31676.1 of the County Law. The results of our calculations are summas . -

_:__r‘izéd in this report,

 ADOPTION OF PROVISIONS OF SECTION 31676. 1

Our calculations have involved making the following changes for various

~ ‘groups:

Group : | From S To
(a) Money-Purchase -  Sections 31673-31676 ' Section 31676.1
- .'Without CASDI RN
' {b) Modified Formula . Section 31809 31808
.~ with Social Security _ :
(e} Safety Members Sections 31673-31676 . .Ai‘ticle‘?.‘S.'(as amended
: or Section 31809 - by AB 938)

. As stated above, it has been agsumed that Miscellaneous money-purchase

o :'_'_rhémb'ers would be brought under the non-integrated fixed formula (31676. 1), -

 and those Miscellaneous members covered under Social Security would be
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S .Bré{ig'ht'u'naéf t'h'e}ﬁéaifiéaf'fiscee ib}'muié"(élé’oé) Al SafetY menebers Sy
: __would be brought under the’ Safety member provxsmns that PTOVlde fu11 .. -. ._
..__.._-forrrlula be.ne.flrs. SB 1224 that was passed by the recent sesmen o.f the- .
: :._:'_Stete Leg';.elate.re prewdes for a modlﬁed Safety member formulé for
':_;-_I_I_Sa.fety member emPIOYf.’ES. VIVhC.)Hh.a.Ve. Somal SecurltY- HeWe\rer; there is | o
: ;__'Some cixiesﬁon es to the appropnateness e.f the language of SB 1-224--and :
o We. were ;ns.tructed r10t to reflect rﬁe prov1szens of SB 1224 rn our caicule.. R
_ tmns . R _ : : e o

S The proposed plans for studjr are listed m some deteil belows

o : .('a)' Se’ctidn'.s 1676.1

o 'I‘he present money' purchase greup of Mllslcellar.leo.us members .w111
'-I_:E'.f..reeewe ebenefxt of 115% of 1/60 of fmal ave.rag.e selery at. .age .60 for each.'_-.j' L
_':"_year.of credlted servl.c.e (both service to date.. and service in the future).
_.'If. the urxmodlfled'all.ov.van'ce. _15 _elected,- an autematic.__continuae'v:e .:of .6.0%' _ef S
't}ie.-_éiio'\vaﬁ;{; is pr'aﬁéi&éa'éa'the spouse 'va}h'e;; the member ciie.s'a-ft.er' fééi;é; i

3 rnent. ’I‘he benefit for .persc.vns. retu'mg at- agee other than ege 60 .w.111. be

o5 ..dete.rrnmed bY..aPPiymg” the retrrement faetors showe 1ﬁ thlS sectlen of the sl

_ :'.Law. : 'I'he memb er's centrxbutloﬁ rat.es w111. reﬁa1n unchanged | |

. (b) Sectmn 31808

'I‘he present "modva.ed formula w1th Soc1a1 Securtty” group of Mtscel-.
".-_'-'_'_lla.neous members will recewe the same beneflt as in. Item (a), but only for':' : L

:_: '::each year of credlted gervice prior to January 1, 1956. _ For ‘each year o:f e
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'."-':_"_.:'-credlted service after that tlrne, ‘a beneﬁt of 115% of 1/90 of fmal com- o
pensatwn on’ the ftrst $350 of monthly saiary and 115% of 1/60 of flna.l
'. compensatlon m excess of $350 per mOnth is provxded An automa.t;.c con--'i' SR

'3:"' :.-_tmuanc:e of 60% of the unmodxﬁed allowance would also be gzven under thls

' "'__Section of 'the -Law." 'I‘hé 'members' c'oritributitm rates will remain unchanged.'- o

| (c) Artmle 7 5 (As amended in 1967 by AB 938)
| All members ehglble to be c1a551f1ed as ”Safety Member..s“ w111 receive
" :.a .ben;eftt of 1/50-(01' 2%) of fmal avere.ge salary.at age 50 fer .each year..of
-_'cfedited s.er.vzce (both service to date anel service ;Ln the future) If the un-

_mOdified allowan'c':e.is elected, an a‘.utbrhatic continuance of'éO% of the allow«-

' ance is provided to the spouse when the mémber dies afteér retirement, The =~

benefit '_fcr' persons retiring at ages other than 50 will be determined by

_'ep'plyinllg' the factors shown in this Article of the Law. The members’ con="""

_ -__frib’utio’n r'e'ie's-'ﬂx}ili'be incréased in order to provide 1% of final slala:rjr',' per v

- year of service, at age 50, We have determined the Safety member rates o

oof cbn'tri"bu'tibri"req.l'i.ire&,' and have included the schedale at the end of thlS e

“report,

In making the complete study of the Retirement System, we first made .
' the regular investigation and valuation of the System on its present basis. -
' Any additional costs to the County may be compared to the costs under the.

o }System'as it now exists, Copies of our actuarial rep‘bft,'.__a'howin'g the re~"

S o :'su'lfs' of the _reg'ulaf'_inves'tigation and valuation, have been sent to the Re- .~ .

SRS tirement Board' .f s
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. ..4:-

It shéuld be 'péint'ed out that in .'x'naking these calculations for Mis-

. cellaneous members, we have used the same actuarial assumptions devel- .~

- oped in the basic v'aluat:ion.-"_ It certainiy is possible that because of the
._'...adoption of the guéranteed fofmula with a .highé:'r benefit level, the.ages .
. ai: .which '.merrglbérs choose to retire could change. If fhe pattern of retire-
. '_h.'xe.nt-that develops is one of retiring at earlier ages, this would increase
:_the costs to the County beyond those determined in this study. If instead,
.'.'._.-retirement is delayed, the costs td the County would be reduced., Because ) o
- ﬁre do not know what will happen as to this retirement pattern, we have
used the rates developed in-connection with the current valuation, For pur -
_ p.os'es ‘of calculations involving "Safety imembers' we have used probabilities". |

- of withdrawal, death, disability retirement and service retirement (adjusted R

- to reflect AB 938) from other counties which now have the Safety member

‘provisions, We believe the use of all of these rates are appropriate until -~~~
the next valuation date, when once again an investigation will be made into o
' the.expérj.ence under your System.,

“ and have indicated briefly the major reasons for increases in County costs;

5 '_"'__if the various amendments are adopted, We have also pointed out certain |

.p.os':«;'ible alternative funding methods which we believe are available to the
Cbun‘t'y for providing. these benefits. On page 8 of this report we have sum- o

.marized the effect on the County rate if the present benefit provisions are’

' COATES, HERFURTH & ENGLAND, CONSULTING ACTUARIES -~ 10731767

" . We have shown on the following pages the results of the actuarial _tudy‘



-

:chaﬁged.in various ways, In rhakiﬁg o"u.r. .c'al'lc.ul'ati'dn.s. \;v'e.'have' ‘also detc.:z'r.-;
e 5"1._miriéd'separat'ely.thé c'os.t to the County if only ‘the Saféty rﬁemﬁér prh.- o
'ir'.l'.s.i.'dns are adopted, with no change beéing made in the provisions -affect.--.'
_ 1ng the 'M.iscél'la;he'oué'm'embers; This wOﬁid'.z'.esult.: if Alr'ti.cl.e-s.. 7 (Exteri.f*... .':':'_3. : ..

'_Zi:'_slibn of Safety Member Provisions) of the ‘County Law were adopted.

A, Reasons for Increases in County Costs if Amendménts'-are'Adopted' -

1, Miscellaneous Money Purchase Members Change to -
" Section 31676, 1: . . _ . '

o S If this group receives benefits under Section 31676, 1, _additioné.i costs
| fé,il'én the Coﬁﬁty Eecause the benefit is increased approxirhateljr 15% at - .
-".._-:;'r:eti'rémeﬁt .ages near 60, and all service (rather than only service p'rio:r_ b
to the start of the Retireﬂlent System) will be on a final sala’ry‘fixed form'ﬁlsa
.' (..o.r éu%rant.e'éd) basis, The automatic continuance of 60% of the unm'odifié.d :
" 'élllo.-ﬁvanCe would be available,  There would be no offset from an ‘incfeaéé iﬁ :

' '_ 'émployeé'contributiona because these rates would remain unchanged. _ e

2. Miscellaneous Modified Formula Members Change to Section -
31808; :

. If this group receives benefits under Section 31808, the benefits for

all service would be increased by approximately 15%, The automatic 60% :
. continuance would alsc apply. There would be no increase in employee con- = -

~tributions as an offset to the County costs,

3, "Safety Members Change to Safety Provisions
- {either Article 7.5 or Article 8,7):

‘- If this change is made, the service retirement benefits would be increased .

. CoAtes, HERFURTH & ENGLAND, CONSULTING ACTUARIES T 1031 6T



":_1..

" Benefit Provision = .

 Present System;

' Recommended rate
- {7-1-67 valuation) -

'"‘.'_Adoptlon of Safety Member

- "Provisions Only (Article 8, 7)

a. '.Regular fundmg

b, Fundmg basis 31454, 5

. (affecting Miscellaneous members -

Adoptmn of Sectmn 31676 1

5 ~and Safety members)

&  Regular funding

b, Funding 31454.5

0 COATES, HERFURTH & ENGLAND, CONSULTING ACTUARIES .

'_Ccii'nty" Rate

. 8 43% :

S i 4.3.%' )

8.14% *

.12'..64% :_: o

C11.14%

1L39% - 17008%

_ EFFECT ON COUNTY RATE IF BENEFIT PROVISION IS CHANGED =~

Change in: |

| County Rate'. i

(+) 55% .

(+) : 37%

e

(+)80% = .

- *’I‘hese rates are to be read as follows: 5.43% of the fu'st $350 of o
. moathly salary plus 8. 14% of salary in excess of $350 T e

S 10/31/67
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' COUNTY EMPLOYEES' RETIREMENT ASSOCIATION

" COUNTY OF FRESNO

o - Members' Rates of Contribution

 SAFETY (PROPOSED)

. Contribution .

: 9- 6370

  ; 9.77

9.92
0007
10,220

10,38

10’54_x fT

S 11,37
11,55

11,73

35 and over : e 11,92
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10,70

11,03

©11,20 .
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