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BOARD OF RETIREMENT 

FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 
 

“Our mission is to administer the retirement benefits for the members and beneficiaries in a prudent, 
accurate, timely and cost-effective manner, while administering fund assets in a manner that achieves 

investment and funding objectives within prudent levels of risk”  
 

August 20, 2014 
 

REGULAR MEETING AGENDA MINUTES 
 
Trustees Present: 
 
 Marion Austin  Laura P. Basua  Judith Case McNairy 
 Dr. Rod Coburn, III  Vicki Crow   Robert Dowell 
 Eulalio Gomez  Steven Jolly 
 
Others Present: 
 
 James Hackett, FCERA Member 
 Brenda Smith, SEIU Local 521 
 Robert Skowronski, FCERA Member 
 Andy Yeung, Segal Company – via tele-conference 
 Paul Angelo, Segal Company – via tele-conference 
 Jeffrey Rieger, Reed Smith – via tele-conference 
 Dean Stuckenschmidt, Deputy County Counsel 
 Becky Van Wyk, Interim Retirement Administrator 
 Kelly Prinz, Retirement Benefits Manager 
 Elizabeth Avalos, Administrative Services Assistant 
 
1. Call to Order 
 
 Chair Coburn called the meeting to order at 8:34 AM. 
 
2. Pledge of Allegiance  
 
 Recited. 
 
3. Public Presentations  
 
 None. 

 
Consent Agenda/Opportunity for Public Comment 
 
 A motion was made by Trustee Gomez, seconded by Trustee Jolly, to accept/approve 
 Consent Items 4-11 as presented. VOTE: Unanimous 
 
*4. August 6, 2014 Retirement Board Regular Meeting Minutes 
 
 RECEIVED AND FILED; APPROVED 
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*5. August 11, 2014 Retirement Board Audit Committee Meeting Minutes (A Majority of the 

Audit Committee Members must be present for Approval)  
 
 RECEIVED AND FILED; APPROVED 
 
*6. August 12, 2014 Retirement Board Personnel Committee Meeting Minutes (A Majority of 

the Personnel Committee Members must be present for Approval)  
 
 RECEIVED AND FILED; APPROVED 
 
*7. Summary of monthly statistics from the Retirement Association Office on service credit 

purchases, retirement benefit estimates, public service, age adjustments, final 
compensation calculations, and disability retirement applications for July 2014  

 
 RECEIVED AND FILED 
 
*8. Public Records Requests and/or Retirement Related Correspondence from Reggie 

Clodfelter, Institutional Real Estate, Inc.  
 
 RECEIVED AND FILED 
 
*9. July 2014 Business Expense Account Statement  
 
 RECEIVED AND FILED 

 
*10. Report of attendance from Becky Van Wyk, Interim Retirement Administrator, on her 

attendance at the CALAPERS Administrators’ Roundtable in Burlingame, CA 
 
 RECEIVED AND FILED 
 
*11. Report of attendance from Trustee Steven Jolly, on his attendance at the International & 

Emerging Markets Course at the Wharton School in San Francisco, CA 
 
 RECEIVED AND FILED 
 
12. Discussion and appropriate action on the loading of administrative expenses for the 

purpose of determining a retirement contribution rate 
 

Becky Van Wyk, Interim Retirement Administrator, opened discussions by reminding the Board 
of its request for clarification on the impact of excluded expenditures on the contribution rate. 
 
Ms. Van Wyk noted that, as a way of background, Government Code Section 31580.2 limits 
the administrative budget of FCERA to 21 basis points of the accrued actuarial liability of the 
retirement system. In addition, the code states that expenditure for computer software, 
computer hardware, and computer technology consulting services in support of these 
computer products is not a cost of the administration of the system for purposes of the budget 
limitation. 
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The actuary explained that they use the administrative cost reported in the 
Comprehensive Annual Financial Report (CAFR) as a "load" in the contribution calculation. 
 
The costs associated with the acquisition of software and computer systems are depreciated 
(and recognized as an administrative expense) over the estimated useful life of the asset. 
Costs associated with the purchase of computer hardware (replacement of desktops and such) 
and technology consulting (maintenance of the pension administration system) are not 
included in the adopted budget but have been reported as Administrative Expenses in the 
CAFR. It was noted that in fiscal year 2012-13, approximately $44,000 in excluded costs are 
included as administrative costs in the CAFR. 
  
In summary, excluded costs will be included as administrative costs (and impact the 
contribution rate) as depreciation expense over the estimated useful life of the asset.   
 
The discussion moved to the topic of the actuarial treatment of administrative expenses which 
included the current practice, actuary’s recommendation, and a legal analysis. The discussion 
was led by Attorney Jeffrey Rieger, Reed Smith, and Mr. Paul Angelo, Segal Company. 
 
Attorney Rieger stated that if the Board adopts Segal’s recommendation to include the “explicit 
administrative expense load assumption” and the Board also retains the current 7.25% 
assumed rate of return, the practical impact will be similar to a slight reduction in the assumed 
rate of return. In other words, all other factors being equal, member and employer contribution 
rates will slightly increase. As Segal explained, the Board could avoid that slight increase to 
member and employer contributions by slightly increasing its assumed rate of return out of 
recognition that it no longer accounts for administrative expenses. Whether or not to increase 
FCERA’s assumed rate of investment return is a matter that is entirely within the Board’s 
discretion in consultation with Segal. 
 
The Board heard from James Hackett, FCERA Member; Robert Skowronski, FCERA Member; 
and Brenda Smith, SEIU Representative. 
 
A motion was made by Trustee Crow, seconded by Trustee Jolly, to continue to charge 
the administrative costs against the earnings of the system but separately account for it 
outside of the investment return assumption, consistent with the way administrative 
expenses are to be reported in the future for GASB-compliant financial reporting 
purposes. VOTE: Yes – Austin, Case McNairy, Coburn, Crow, Dowell, Jolly. No – Basua, 
Gomez. Motion Passed. 
 

  RECEIVED AND FILED; APPROVED 
 
13. Discussion and appropriate action on Final Compensation and Service Credit as they 

relate to PEPRA  
 

Becky Van Wyk, Interim Retirement Administrator, opened discussion by reminding the Board 
that, over the last several years, the Arrivos Implementation Team (FCERA management and 
consultants from Linea and Tegrit) have been defining the new pension administration system 
and that the implementation of PEPRA has created several areas of concern which can be 
interpreted in many different ways. 
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These concerns include:  
  

• Calculation of final compensation when a member has service in both pre-
PEPRA and PEPRA tiers 

• Effect of unpaid leave of absence on service credit of members enrolled in 
PEPRA tiers that have met their maximum contribution for the year 

• Retirement eligibility of members with service in both pre-PEPRA and PEPRA 
tiers 

 
Ms. Van Wyk noted that the interpretation impacts the design of the pension administration 
system. In some cases, input was sought from other 1937 Act systems. However, input has 
been limited due to the complexity of the issues. 
 
Attorney Jeffrey Rieger, Reed Smith, reviewed his analysis on determining “Compensation 
Earnable” for members with service in both pre-PEPRA and PEPRA retirement tiers as follows: 
 
Under the CERL, which applies to all FCERA service rendered under a pre-PEPRA retirement 
tier, a member’s retirement allowance is determined, in part, based on the member’s “final 
compensation.” To determine a member’s final compensation, FCERA must engage in a three 
step process. Attorney Rieger gave a brief summary of the process. 
 
Based on the plain meaning of sections 31460, 31461, 31462, and 31462.1, Attorney Rieger 
believes the pay items that a member receives during service under a PEPRA tier may be 
used to determine the member’s “compensation”, “compensation earnable”, and “final 
compensation”, associated with the member’s pre-PEPRA service credit. Such amounts 
initially qualify as “compensation” because they are “paid in cash out of county or district funds” 
or are “deducted from the member’s wages for participation in a deferred compensation plan.” 
Further, Attorney Rieger sees nothing in the definition of “compensation earnable” or “final 
compensation” that would filter out pay items, solely because they were paid to a member at a 
time that the member was earning service credit under a PEPRA tier. The definitions of “final 
compensation” expressly allow the member to elect “any year” or the average of “any three 
years” of service as his or her “final compensation period.” 
 
Further, the interpretation of these CERL provisions does not result in absurd outcomes and it 
is generally consistent with the ordinary operation of a defined benefit plan. Members with pre-
PEPRA service credit made contributions during their service under the pre-PEPRA tier based 
on the assumption that their pay would increase over the course of their careers. Thus, by 
using the pay they earn later in their careers after returning to service with a different FCERA 
employer, FCERA is nothing more than carrying out what was contemplated as the member 
was making contributions to fund their future benefits. For this reason, preventing the members 
from using their later earnings as “compensation earnable” arguably would diminish the value 
of benefits that the members already had earned prior to the passage of PEPRA. 
 
Attorney Rieger noted that this interpretation is consistent with the general principle that “[a]ny 
ambiguity of uncertainty in the meaning of pension legislation must be resolved in favor of the 
pensioner, but such construction must be consistent with the clear language and purpose of 
the statute”.  
 



5 

08/20/2014 Regular Meeting Minutes 

      
Further, Attorney Rieger stated that he recognizes that reasonable minds may disagree with 
the analysis and the Board may well have discretion to reach a different conclusion.  
 
Detailed discussions ensurd regarding the various interpretations of the law and the 
methodologies used in determining final compensation.  
 
A motion was made by Trustee Austin, seconded by Trustee Gomez, to use the 
compensation earned in the pre-PEPRA tier to determine final compensation for the pre-
PEPRA benefit and the compensation earned in the PEPRA tier for determining the 
PEPRA benefit. VOTE: Unanimous 
 
The discussion turned to the issue on the effect of unpaid leave of absence on service credit of 
members enrolled in PEPRA tiers that have met their maximum contribution for the year. The 
discussion was led my Becky Van Wyk, Interim Retirement Administrator, and Attorney Jeffrey 
Rieger, Reed Smith. 
 
It was noted that under the PEPRA there is cap on the total amount of “pensionable 
compensation” that can be used in a member’s retirement formula. The cap on total 
“pensionable compensation” also limits the of “pensionable compensation” used to calculate 
member and employer contributions. Thus, if a member subject to PEPRA receives pay in 
excess of the limits some of that member’s pay must not be used in the calculation of either 
the member’s benefits of the member’s contributions. The question was raised whether a 
member may purchase available service credit after the member has already paid the 
maximum contributions permitted under PEPRA. 
 
Attorney Rieger advised that a member who is otherwise eligible to purchase service credit 
should be permitted to purchase service credit, even though the member has already paid the 
maximum annual contributions for that year under PEPRA.  
 
Attorney Rieger noted that under PEPRA “pensionable compensation” is based on a “normal 
monthly rate of pay or base.” This “normal monthly rate of pay or base pay” is not impacted by 
the purchase of additional service credit, any more than “compensation earnable” is impacted 
when a member in a pre-PEPRA tier purchases service credit. Since these additional 
payments will not increase the member’s “pensionable compensation”, Attorney Rieger 
believes there is no reason to prevent the member from exercising his or her statutory rights to 
purchase service credit, provided the member meets all eligibility requirements. 
 
Attorney questioned how the cost of the purchase of the credit would be determined and noted 
that he will work with staff to develop appropriate responses to a variety of scenarios that may 
impact how the cost of service credit is determined for members whose compensation exceeds 
the of “pensionable compensation” limits of PEPRA. 
 
Ms. Van Wyk suggested moving forward with permitting members to purchase service credit 
even though the member has already paid the maximum annual contributions for that year 
under PEPRA while staff and Counsel address the specific questions regarding determining 
the costs of purchasing the service credit.  Administration will return to the Board for follow-up 
and further direction and consideration. The Board agreed as suggested. 

 
  RECEIVED AND FILED; APPROVED 
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14. Discussion and appropriate action on FCERA – Statement of Actuarial Funding Policy  
 

Paul Angelo, Segal Company, opened discussions with a review of the proposed Statement of 
Actuarial Funding Policy which includes a provision that enables to the Board to make an ad-
hoc adjustment to level out the future recognition of deferred investment gains or losses in the 
five-year asset smoothing method (September 2012 Board decision based on 
recommendation by Segal). In addition to allowing for the ad-hoc adjustment, Segal also 
included certain funding provisions that were added as part of PEPRA. 
 
Detailed discussions ensued regarding the various components of the policy including the 
funding requirement, actuarial cost method, asset smoothing method, and the amortization 
policy. The Board heard questions and comments from Robert Skowronski, FCERA member, 
regarding the fund’s market value and smoothed value. 
 
A motion was made by Trustee Austin, seconded by Trustee Gomez, to adopt the 
Statement of Actuarial Funding Policy as presented. VOTE: Unanimous    

 
  RECEIVED AND FILED; APPROVED 
 
15. Closed Session: 
 

A. Personnel G.C. §54957  
 
  Public Employment Title: Retirement Administrator 

 
B. Disability Retirement Applications – Personnel Exception (G.C. §54957): 

 
1. Danielle Frandsen 
 
2. Sandra Lynch  
 
3. Linda O’Dell 
 

16. Report from Closed Session 
 

15.A. Nothing to report. 
 
15.B.1. Frandson – Decision – to notify the applicant that the non-service connected disability 

application will be denied unless the Applicant requests a hearing in accordance with 
the Policy Re Administrative Procedures and Appeals to the Board. M – Gomez. 
Second – Crow. VOTE: Unanimous 

 
15.B.2. Lynch – Decision – to grant the applicant a non-service connected disability 

retirement without requiring a medical examination or a records review by an 
independent Medical Examiner. M – Gomez. S – Basua. VOTE: Unanimous 

   
15.B.3. O’Dell – Decision – to approve the effective date of the non-service disability 

retirement be January 7, 2012. M – Gomez. S – Austin. VOTE: Unanmous 
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17. Report from FCERA Administration 
 
 Becky Van Wyk, Interim Retirement Administrator, reported on the following: 
 

1. Elizabeth Avalos, Administrative Services Assistant, will attend a four-day Supervisor  
Academy hosted by the Fresno County Personnel Department the week of August 25, 
2014. 

2.  Presentations for the Actuarial Audit are scheduled for September 3, 2014.  
 
18. Report from County Counsel 
 
 County Counsel had nothing to report. 
 
19. Board Member Announcements or Reports 
 
 The Disability Committee will meet immediately following the today’s Regular meeting. 
 
 There being no further business, the meeting adjourned at 11:42 AM. 
 
 
 
 Becky Van Wyk 
 Interim Retirement Administrator/Secretary to the Board 
 


