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SUPPLE.M:ENTAL ACTUARIAL REPORT 
bn 

MODIFICA TION OF"R1f;TIREMENT SYSTEM 
\.ffid\l:t' 

ARTICLE 13, C.OUNTYLAW OF 1.937 

EMPLOYEES' RETIREMENT ASSOCIATiON 
of the 

COUNTY OF FRESNO 

SECTION I 

INTRODUC.TION 

Wew~re instructed to develop, in conneGtion with the regular 

valuation of the Employees! Retirement System of the County of Fresno 

as of June 30, 1957, the cost ta the County and to members in the event 

that the present Retirement System were to be integrated with the Federal Old 

Age and Survivors Disability Insurance program in accordance with the pro~ 

visions of Assembly Bill No. 12.38, now Article 13 of the County Law. 

Our report of the valuation of your Retirement System in its present 

form as of June 30, 1.957 has been completed and filed with the Retirement 

Bbard. Wherever in this report we refer to the cost of the present System 

to the County and to members, we shall refer to the Gosta that appear in that 

report" 
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SECTION II 

DETAILS OF COORPINATION WITH O. A. S, D, t. 

Since the details of modifying your Retirement Sys~em to coordinate 

the. benefits withO. A.S. P. I, !:!.;re setiQrth under .. Arti..c1e .U., Ch;a:ptel:'~, P~l:'t 

3,. Division 4, Title 3 of the GOvernment Code we are not summarizing the 

details in this report, but are incorporating them 1:Iy refernece. 

We would, however, like to call attention to one specific point in 

Article 13 which m!:!.y require interpretation by your County Counsel before 

County costs can be finally determined. We have in mind Section 31805 of the 

law which reads as follows: 

possible: 

"31805. No 1:Ienefits 5ha111:1e paid pursuant to this 

article to a member retired for service which when 

added to the primary insurance amount payable to 

the member under the federal system will exceed 

750/0 of the final compensation of the member. 11 

We believe th!:!.t the following interpretations of Section 31805 are 

Interpretation I 

Your County Counsel may rule that if modification 

under Article 13i$ not to result in an impairment of 

benefits, any reduction in benefits to comply with the 
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750/. maximum set forth in SEjction Sllm5 must be 

made only ~n benefitll accrning under yau~ SYBtem 

after the date of integration. 

interpr.e.tation II 

YOUI' County Coun$el may rule that the. redu~tion required 

to comply wi th the 75% ma:n:imum set forth in Section 

31805 may be made in benefits accruing both· before and 

after the date of modification of your SY$tem under Article 

13 without resulting in an impairment of benefits because 

of the additional benefits which members will receive 

under Social Security. 

It is apparent that County costlll will be higher .under Interpretation 

1 than under Interpretation II for the reason that, under Interpretation I, 

benefits accrued to date will, in effect, be £ro~en. Under Interpretation II, 

on the other hand, benefits accrued to date will be subject to reduction in 

the case of many members by tlte appUcation of. the 75% maximum. In 

order that Yo1.l,r Bo .. rd of Ret;rement may have complete iruormationen the 

subject of costs after modification under Article 13, we have developed SUch 

cOllts on the b.asis of both of the interpretations 'If Section 31805 outlined 

above. The results of our cost c .. lc1.l,lations are summa.rized in the following 

section of this report. 
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SECTION 1lI 

COSTS .. OF R:E:.TIR:E:M:E:NT SYST EM A]fT:E:R 

MODIFlCA TION UNDER ARTICLE 13 

The Retirement System cp,tIiI which Will be effective aHel:' the 

mo4ificatiqn wf)re developed on the. basis of the data furnished with respect 

to the System for use in the invutigation and valuation of the System as 

of .june 30, 1957. The nature of such data is summarized in detail in 

Section n 6fourreport on that investigation and valuation. ]furthermore, 

these Retirement System coats wetedeveloped on the basis of the actuarial 

assumptions USed in the regular valuation of the System as of .Tune 30, 

1957. Theile assumptions are described in detail in our repor.t on that in~ 

vestigation and valuation. 

Costs under your Retirement System after modification under 

Article 13.0£ the County Law are as follows: 

1. Members l ContributiQn[ll 

Sectiqn 31812provicles that each member oftheSY$tem $ubject 

to the Federal Social Security System will contribute the a.mount pro

vided for in Article 6 of the law leas an amount equal to one-third of 

that poition of such contribution which is payable with respect to the 

fint $350 of monthly wages. Since certain members who would be 

classified as ]firemen or Policemen are not subject. to the Federal 

System. there will be no change in the amounts of their contributions. 

In the case 9fmembElrll who would be covered. we sst forth in the 



atUl.ched I!!ched~le the contribution ra.tes wh~(;h will. apply after such 

modilication. 

You will 09serve that the contribution ratu shown in the columns 

applicable to cornpeMaiioniri!i!xceu oi$350 are the sa:rnea.stherevrsed 

contribution rates applicable to thll',;presEmt System and Set forth in our 

report on the investigation and valuation as of June 30. 1957. The contribu~ 

tion rates applicable to. the first $350 of compensation are. pursuant to 

Section 318U, two-thirds of the contribution rate appli.cable to the monthly 

earnings in excess of $350. Furthermore, it will be noted that the rates 

of member contrib~tions under the modified system will not b.e dependent 

upon the interpretation of Section 31805 reierredtoearlier in this report. 

U. County Contributions 

Your County1s contributions to its Retirement System in its present 

form are ex.prefiSed in terms of a percentage of the comp:enaation of all 

members covere·d by the System without a distinction being made as to 

whether a membe.r is a regular member or could be classified as a Police~ 

men 01' Fireman, We believe that for practical reasons this same procedure 

Ilhouldhe foU@weda.ftermodificatioll .. and. <CEU'Ul.in.Policemen a.n.d .. Fis.emen 

would be eltcludedby Federa.l law and, therefore, remain under the System 

in its preeent form. The resu~t is, therefore, that. any decrease in th", 

required County contribution rate. under the modified system would apply 

to the compensation of all members, even .though it is recognized that 

certain ca~egoriss are not subject to the Federal System. Accordingly, 



. the costs to the County System after modification as summarized in the 

following schedule, have been developed on this basis. 

county Contribution Rates to Co.unty.Retirement System 

County County 
Contribution Contribution Reduction 
Rate under Rate under in County 
Present Modified· Contribution 
System System Rate 

Interpretation I 6.21% 4.01% 2. 20"/0 

Interpretation IT 6.21% 3.86% 2.35% 

l' 1\ 
County contributions, after modification, would be credited to the 

various accounts as indicated .by. the .following break.doWTI . .0.£ the total rate: 

County Advance Reserve for: 

Current Service Benefits 

Death Benefits 

Prior Service Benefits 

Total 

Integration under 
Interpretation I 

1.55% 

. 21 

2.250/. 

4.010/0 

Integration under 
Interpretation II 

1.400/. 

• 21 

2.25% 

3.86"/0 

It sh.ould be painted out that the rate for prior service benefits 

under the present system is 2. 01"/0, but as indicated ab.ove the rate fer prior 

service under the m.odified system is Z.250/0. This increase occurs because 

of the inclusi.on in Section 31809 of factors which grant increased prior 
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• 

service benefits for retirement ()verage 60. 

lt should be carefully noted that the ahove County costs have been 

developed ott the basis of the same retirement assumptions aa used in the 

periodic valuationo£ you:rp:rl:l6.e.nt .system. The.s.eallllumpUOn$refle<;Uhe 

fact that many memberll delay retirement. beyond age 65. If this tendency is 

markedly reduced under the modiiied system, the reductions in County 

rates herein indicated may not be realized. 

In conclusion, we would like to point out that the reductions in 

County costs shown above :relate only to County contributions to its own 

Retirement System. In addition, the County would be required to contribute 

to the Socia~ Security System the current tax ot 2..2.5% of the first $4, ZOO 

of annual compensation of those covered under the Federal System with the 

contribution tax probably increasing in later years as prescribed by law . 
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Entry 
Age 

16 
17 
18 
19 

20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

EMPLOYEES' RETIREMENT ASSOCIATION 
of the 

COUNTY OF FRESNO 

\ 

MALE MEMBERS FEMALE MEMBERS 
<;::ontribution Rate Applicable to: 9ontribution Rate Applicable to: 

lj;xces so! Ex c e!ll! of. 
First $350 Monthly First $350 Monthly 
of Monthly Compensation of Monthly Compensation 

compensation over $350 Compensation \lVi'll' $350. 

3.93% 5.89% 4.330/0 6.50% 
3.96 5.94 4.38 6.57 
3.99 5.99 4.43 6.64 
4.03 6.04 4.47 6.71 

4.06 6.09 4.52 6.78 
4.09 6. 14 4.57 6.85 
4. 13 6.20 4.62 6.93 
4.17 6.26 4.67 7.01 
4.2.1 6 .. 32 4.73 7.09 

4.25 6.38 4.78 7.17 
4.30 6.45 4.84 7.26 
4.35 6.52 4.90 7.35 
4.39 6.59 4.96 7.44 
4.44 6.66 5.03 7.54 

4.49 6.74 5.09 7.64 
4.55 6.82 5. 16 7.74 
4.60 6.90 5.23 7.85 
4.65 6.98 5.31 7.96 
4.71 7.07 5.38 8.07 

4.77 7. 16 5.46 8.19 
4.83 7.25 5.54 8.31 
4.89 7.34 5.62 8.43 
4.96 7.44 5.70 8.55 
5.03 7.54 5.79 8.68 

5.09 7.64 5.87 8.81 
5. 16 7.74 5.96 8.94 
5.23 7.85 6.05 9.08 
5.31 7.96 6. 15 9.22 
5.38 8.07 6.25 9.37 
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Entry 
Age 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

EMPLOYEES' RETIREMENT ASSOCIATION 
of the 

COUNTY OF FRESNO 
(Continued) 

MALE MEMBERS FEMALE MEMBERS 
Contribution Rate Applicable to: Contribution Rate Applicable to: 

Excess of :E:xcess of 
First $350 Monthly First $350 Monthly 
of Monthly Compensation of Monthly Compensation 

Compensation over $350 Compensation \:lVer $350 

5.46% 8.190/0 6. 350/0 9.52% 
5.54 8.31 6.45 9.67 
5.62. 8.43 6.55 9.82 
5.70 8.55 6.65 9.97 
5.79 8.68 6.75 10. 13 

5.87 8.81 6.S6 10.29 
5.96 8.94 6.97 10.45 
6.05 9.07 7.07 10.61 
6. 14 9.21 7.18 10.77 
6.23 9.35 7.29 10.94 

6.33 9.49 7.41 11. 11 
6.42 9.63 7.52 11. 28 
6.52 9.78 7.63 11.45 
6.62 9.93 7.75 11. 62 
6.n 10.0S 7.S7 11. SO 


