CITY OF FRESNO EMPLOYEES SYSTEM - JULY 2024 ISSUE

City of Fresno Retirement Systems

IN THIS ISSUE

CFRS Responses to City
of Fresno Refusal to
Fully Pay Retirement
Contributions

Understanding
Contributions to the
City of Fresno Fire &
Police Retirement
System

Meet your Trustee
Investment Update
Election Results

Contact Information

Planning Your
Retirement

DROP Neutrality
Important Dates

Recent Retirees

559-621-7080

)

T A
P
¢ ﬁ

.

&

(i) .
Fi 1 A

Message from the
Administrator:

Robert Theller, Retirement Administrator

Your City of Fresno Employees
Retirement System remains more than
fully funded and is positioned to strongl
secure your current and future retirement.
Our goal is to keep it that way b
maintaining a_ pension system whic
rovides benefits which are economical
or our sponsor (the City of Fresno) while
remaining a life-long, lucrative and
sustainable benefit for retired City of
Fresno employees.

Limiting risk is_vital for an institutional
investor like RS. As a long-term
investor, we prepare for multiple
economic_ups and down across future
decades. Part of that work is making sure
we are taking the appropriate amount of
risk to meet our investment goals while
still maintaining _broad market exposure.
The team at CFRS continues to work with
our_Investment Consultant to build a
resilient and innovative investment
program that includes frequent reviews of
new investment ideas and existing

investment strateqgy.

We annual

/ provide )
financial reporting that give our members,

award winning

retirees and the ity of Fresno
management team the information they
need to plan contribution payments and
prepare for the budget well in advance.
Our Finance team works with our Boards,
Auditors and the City Finance team to
ensure proper accountability is provided
and prudent fiduciary caré was taken
while spending and investing your assets.
They also prepare a

f i opular Annual
Financial Report (PAFR) which is an easy
-fo-rea summary of the Annual
Comprehensive Financial Report(ACFR),
we encourage you to read them.

We remain committed to our_ primary
mission of delivering your benefits when
ou choose to retire. To do that our
enefits team maintains a focus on great
customer service while helping you

process your retirement or disablility
application

RETIRE@FRESNO.GOV

We will help you through the required
Faperv_vork, while also trying to decrease
he time it takes to process the
applications. CFRS Benefits team is
committed to helping you start your
retirement. You can start by looking over
our account and member information in
emberDirect.

We encourage you to:

e Attend our meetin?s on the second
Wednesday (and fourth Tuesday if
another meeting is needed) of each
month at 1:00 p.m. in person, or via
Zoom. You can submit general or
specific questions or concerns about
the Systems that you would like the
Boards to address. Please feel free to
attend either way if you are curious
and just want to see what we do.
You can see our schedules &

agendas on our website.

If you see a problem or have an idea
for doing somethln? better? Please
submit your positive suggestions
for improvements bé email to
Retire@Fresno.gov hange to
|mProve is always possible and will
help make CFRS a stronger, more
resilient organization.

For specific questions or concerns relatin
to your pension, disability or DRO
account, we encourage you to reach out
confidentially to our Staff at 559-621-

. to discuss or schedule an
appointment.

We hope you get more out of your
retirement account than ¥{0u put in, ‘and
you do so for a long, long time.

Sincerely,

Robert T. Theller
Retirement Administrator

WWW.CFRS-CA.ORG
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CFRS RESPONSES TO CITY OF FRESNO REFUSAL TO FULLY PAY

RETIREMENT CONTRIBUTIONS

This is to inform you as members that the Retirement Systems, through counsel (see CFRS response below) has
ordered the City of Fresno to immediately make payment of the full and not partial Employer and Employee
Contributions due to the City of Fresno Police & Fire Retirement System and City of Fresno Employees Retirement
Systems.

City Manager Georgeanne White informed CFRS the City is not and will not be implementing either the employer or
employee Pension contribution rate changes that each Board (by law) requires be paid to properly fund F&PRS and
ERS and will only make partial payments.

The City states that it intends to pay contributions based on the rates that the Boards adopted for the prior fiscal year,
which would result in a material underpayment of required employer and employee contributions to CFRS.

The law clearly establishes that there is no basis under California law for the City’s refusal to timely pay these
amounts. CFRS will pursue all available legal remedies, including without limitation suing the City and its City Council
for immediate payments of all amounts due should the City continue to refuse to make required Pension contributions
to F&PRS and ERS.

As outlined in the counsel’s letter: California law requires that the City pay the actuarially determined contribution rates
that the Boards determine are due. Further, there is no question that CFRS’ active, deferred, and retired members and
their qualified beneficiaries have a vested right to have the City pay its own required contributions to CFRS.

ATTORNEYS AT LAW Andrew Janz, Esq.
City Attormey of the City of Fresno
S0 Calfomia Street July 15, 2024
m 34m Fioar Page2
(W)NOSSAMAN o
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Ashiey K. Dunning pensionable services rendered to the City. These d rules of Law are ded in the
E‘:}‘%nm California Constitution, and they have been recited in California case law for over fifty years.
B‘}E;;A“]L-\ND]"EDIRALE.WREBS et To Fue # 53572000 Moreover, certain of these rules were expressly affirmed in two published court of appeal
(ANDREW JANEEFRESNO. COV) decisions published just this year, as well as a recent Supreme Court precedent, as follows.
In Los Angeles County Employees Retirement Association (LACERA) v. County of Los
July 15, 2024 Angeles (County) (June 24, 2024) (Case No. B326977) (“LACERA"), the Second District Court of
Appeal ordered that LACERA s petition for a wrt agamst the County of Los Angeles be granted,
m:;m stating therein that under Article XVI. Section 17 of the California Constitution, public refirement
. . ‘boards have the “plenary” and “sole and exclusive” authority to administer retirement systems,
Office of the City Attorney for the City of Fresno which includes, but is not limited to, the setting of actuarially-determined contribution rates that
2600 Fresno Street employers are required to pay. Id'a(p 33 (“Courts have interpreted “plenary authority” and
Fresno, CA 93721 “plenary power’ to confer “complete, absolute, and unqualified power. [Citation omitted ]”)
Further, the court concluded as to the t decided that the C
Re:  Demand for Immediate Payment of Employer and Employee Contributions required to comply with its “:mnmmaﬁlm mto 1 mﬂmﬁmmry mwm“!ﬂE by the
Due to the City of Fresno Police & Fire Retirement System and City of Fresno LACERA Boards. Id. at p. 78. That ministerial obhgahtmls the same ministerial duty that
Employees Retirement System. requires the City to pay CFRS the actuarial-determined contributions the Boards have determined
. is due for this fiscal year to each retirement system. Moreover, the actuarial authority of the
Dear City Attorney Janz Boards to demand those payments under subdivision (e) of Article XVL, Section 17 of the
_— l;ﬁli:ente inour c;agaclty as outside ﬁdl:::lmg m;if].;hgalhon counsel to the City utfgns‘:; Smmzfdwnwffﬁmﬁ%%“%% mmdﬁf’m of Appeal dwi:::ﬂfm
e & Police Refirement System ('F&FPRS") and City of Fresno Employees Retizement Sys restricted the authority of public ret ‘boards to admini

(“ERS") (collectively “CFRS"™), and each of their Retirement Boards (“Board™ or, collectively,

systems In
“Boards™) on a topic of grave importance to CFRS and the Boards. with the fiduciary determinations of those boards. There is no question that Califomnia law

reguires the City to implement its “ministerial” obligation of implementing the Boards” actuarial-

That is, the City of Fresno (“City”), through City Manager Georgeanne White (“City determined contributions rates for the current fiscal year. as explamed in both decisions.
Manager ), ha Tnformed CPRS m me qmwm'lf:nﬁh&;mm mdwillnot be recqires In Alameda Health System v. Alameda County Employees” Retirement Association (2024)
bepa.dnopmpeﬂyﬁmdmmmdﬁ's respectively, as detailed in the Board-adopted 100 Cal App 5th 1159 (“4H"), the First District Court of Appeal affirmed the trial court’s
Actuarial Valuation Reports for each retirement system. Rather, the City states that it intends to ributs mb‘ased he hm]al‘me‘ﬂw‘mdolo He’l'hse( sﬂne)smB (d?myi?:ﬁ:ﬁr
pay coniributions based on the rates that the Boards adopted for the prior fiscal year, which would cont ons on e ac ogy set by o o 2
result in a material unde t of retired empl and employee to CFRS. County Employees” Retirement Association ("ACERA™), and that ACERA was not required to
o have its actuary (Segal Company) conduct additional actuarial studies that the employer
As you should know, and as the law outlined below establishes, there is no basis under demanded 1t conduct. N“‘ﬂbh" fhfmﬂmmmmnms for arguing an eroneous
California law for the City’s refusal to timely pay these amounts. And, CFRS will pursue all interpretation of O"Neal v County E: Association similar to the
available legal remedies, inchuding without limitation suing the City and its City Council for one that the City Manager set fuﬂhmﬂne}nnelZ 2024 letter to CFRS. Id ; see also Mijares v.
immediate payments of all amounts due, plus interest at 10% per anmum, and CFRS’ attomeys’ Orange County Employees Retirement System (2019) 32 Cal App 5th 316 ('-MUM”J (Office of
fees, should the City continue to refuse to make said required contributions to F&PRS and ERS. Education of Orange County was required to pay the employer contributions that the Board of
Retirement of the Orange County Employees Retirement System (OCERS) determined was due
Contrary to assertions in the June 12, 2024 letter from the City Manager to CFRS toOCERSJ AHS and Mijares u]muhhhshdgﬁmhvelyﬂnlﬂie&fyhsmmtbﬂnlytﬂmﬁuetﬁ
i A.dmmlslrataIR.oben'[he]le( California law requires that the City pay the acmarially t the current it Tates the Board d their retained
1 rates that the Boards d ine are due. Further, there is no question that acluaIy(SeplCompmy) mdueloeachoftheretn‘emﬂsyﬁemslheygwem.
CFRS’ acmgde&nﬂi,mdmhmdmm&mmdﬂmquullﬂ:dbmaﬁammhamaustaingm . . . X
to have the City pay its own required coniributions to CFRS. In addition, CFRS’ active members With respect to vested rights, the Califomia Supreme Court reaffirmed in Alameda County
have l\'esh:dnghltu have the City deduct employee contributions they owe to the retirement Deputy Sheriff's v. Alameda County Employees” Retirement Association, et al. (2020) 9 Cal 5th
systems and transmit those payments to CFRS, such that those members and their beneficiaries 1032, that the contract clause of the California Constitution (commonly refemred to as “the
‘may receive the fll benefit of the retirement benefits they have and will continue to eam for their California Rule” in the public pension context) entitles members of public retirement systems the
62848217 %2 B2840217 v2
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Understanding Contributions to the

City of Fresno Employees’ Retirement System

The benefits that the Employees’
provides rely on three sources of funding:

Retirement System

o Employee Member contributions
e City of Fresno Employer contributions; and

¢ Investment Earnings of the System

Employee Member Contributions

All participating members are required to contribute a
percentage of their bi-weekly pensionable earnings to the
Employees Retirement System through city payroll
deductions. Vacation, overtime and certain other forms of
compensation are not included as pensionable pay for the
purpose of determining contributions. The amount required to
contribute is based on a member’s age when hired into a full-
time, permanent position with the City of Fresno. The younger
you are when you begin participating, the longer the time
between your entry into the System and your retirement, and
thus the lower your contribution rate. If you establish
reciprocity with a prior agency, an adjusted entry age will be
used to calculate your member contribution rate. Since
January 1986, your City of Fresno Employees Retirement
System contributions have been made on a pre-tax basis.
This means that your contributions are not taxed until they
are distributed from the System.

City of Fresno Employer Contributions

The amount of the city contribution is determined each year
based on an Actuarial Valuation Study of the System. During
the valuation, the actuary examines the System’s liabilities
and applicable assets to compute the System’s funding
status. The actuary then estimates the amounts as a
percentage of compensation that must be contributed to the
System each year to pay the promised benefits over the long
term. The Boards’ Actuary, The Segal Company, completed
a System valuation as of June 30, 2023, and determined that
the average Member rate should be 9.61% and the employer
rate should be 14.06% of pensionable compensation to fund
the next year of service and ensure the System’s long-term
viability. The contribution rate adjustments recommended by
the Actuary were approved by the Board in November 2023.
The new contribution rates should have taken effect on July
1, 2024.

Its important to understand that employee member and
employer contribution rates are fluid but stable. They have
and can remain stable for several years or change slightly on
an annual basis, depending on several factors. Our actuaries
may recommend rate changes based on system valuations,
shifts in the demographics of the system participants, and/or
interest rate changes set by the Retirement Board.

3

Investment Earnings

The fiscal year 2023 return of 9.77 percent exceeded
the System’s assumed rate of return of 6.75 percent
effective June 30, 2023. As illustrated by the
System’s 10, 15 and 25-year long-term gross of fees
returns of 8.15 percent, 7.20 percent, and 6.96
percent, respectively, as of June 30, 2023, the
System can achieve its long-term objectives over
extended periods. These investment returns over
time help defray the required contributions of
employees and employer and ensure the
maintenance of a well-funded system.

The Board’s Fiduciary Duty

The Board is committed to upholding their fiduciary
duty and will continue to provide System members
and the Employer with flexible, cost-effective,
participant-oriented  benefits  through  prudent
investment management and superior member
services. It is the Board’s Fiduciary duty to regularly
monitor the ratio of the funding sources to ensure the
long-term health and viability of the System. When
adjustments to that ratio are required, the Board is
required to implement them. These adjustments serve
to strengthen the System.

CONTINUED FROM PAGE 2

right to eam the vested benefits due to them by statute, and the City’s current underfunding of
those benefits by refusing to pay both the employer and employee contributions required by
CFRS nisks protected rights. See also Board of
Administration v. Wilson E1997) 32 Cal App 4th 1100 (delayed actuarial funding by the State of
California to the California Public Employees’ Retirement System violated members’ vested
rights)

Finally, in addition to the constitutional authonty that requires immediate payment of
contributions to CFRS as set forth above, the City’s own Charter, Sections 3-303 and 3-503, and
the City Municipal Code, also provide that that the management and control of F&PRS and ERS
reside in each of their Boards and that the actuarial fimding of CFRS shall be determined by those
Boards.

The City has expressed its intent to violate the foregoing legal principals, and the Boards
will take all necessary steps to prevent that from occumng.

In the interest of providing the City Attorney’s office with an opportunity to consider the
foregoing authorities and to discuss them with the City Council, we will provide the City until

August 9, 2024 to configure its payroll system to implement the 2024-2025 employer and
employee contribution rates, and to make up the shortfall resulting from the delayed
implementation of those rates.

Absent a timely and full correction of those underpayments of contributions, however, the
CFRS Boards have authenized this firm to file a Petition for Writ of Mandate and Complaint for
Declaratory Relief against the City and its City Council before the end of next month.

Sincerelv.
AT, Ly LA

AshleyKD\mnmg
of Nossaman LLP

ce.  Russ Richeda, Esq., Saltzman & Johnson, CFRS General Counsel

62840217 v2




Meet your Retirement Board
Trustee

Marvell French, Outside Board Member
City of Fresno Employees Retirement Board
- Appointed July 17, 2000

In July 2024, Marvell French will be starting her 25th year on the Employees Retirement Board!

Marvell French was appointed as Outside Member to the City of Fresno Employees Retirement Board in July 2000. In
accordance with Fresno Municipal Code Section 3- 505(a)(4), as appointed member Marvell must be qualified elector of
the County of Fresno, not connected with the government of the City of Fresno and is elected by the previously
designated four members. Marvell’s term is continuous.

Marvell retired from a 50-year banking career ending as an Executive Vice President with Premier Valley Bank of
Heartland Financial USA and has contributed extensive financial experience to City of Fresno Retirement Systems. She
also serves on the Advisory Board for Premier Valley Bank.

Marvell serves on several local community boards and has served as President of at least 5 non-profits which include:
American Cancer Society, Leukemia & Lymphoma Society, CCare Foundation, ADAC Foundation, FCS Foundation. She
also has earned several prestigious awards which includes Top Ten Businesswoman of The Year in 1999, Woman of the
Year for Leukemia & Lymphoma Central Valley in 2010, and Ambassador of the Year for the American Cancer Society in
1998. Marvell is the recipient of many other community leadership and fundraising awards.

Marvell enjoys spending time with her husband of 57 years, two daughters and their husbands and six grandchildren.  For
four generations, Marvell continues to enjoy boating with her family, with a 5th generation on the way with a new great

grandchild expected in August!
Elec(ion Resulis
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INVESTMENT UPDATE
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The Joint Boards responsibility, as a long-term investor,
is to manage in and through the_global financial market
environments as the?{ evolve. Our Boards understand
the System’s portfolio requires a sound and stable
strategy for meeting investment goals over the long-term
with appropriate risk levels and controls.

The City of Fresno Retirement Systems portfolio is a
globally "diversified fund that invests in equities (public
and prlvatez, fixed income, real estate, and infrastructure
and currently is valued at $3.9 billion while_achieving a
new highwater mark for total market value. The portfolio
continues to be fully funded.

In the current fiscal year, commitments totaling $75
million to renewable assets, digital broadband
infrastructure, and venture capital strategies have been
approved. The real estate portfolio is in the process of
being restructured in order to accommodate larger
allocations to non-US strategies for diversification
benefits and increased returns. ~As of March 31, 2024,
erformance across short- and long-term periods have
een positive and exceeded the Joint Board approved
assumed rate of return.

The Joint Boards and staff continue to explore new and
innovative strategies that might be complementa_rly to the
portfolio and manage risk in a prudent manner. To learn
more about the portfolio please click on the links below.

CFRS Asset Allocation

Current Investment Managers

In June 2024, an election was held for the Clerical and
Supervisory Worker Board member. Mr. Phillip Hardcastle was
re-elected and will be sworn-in at the Board meeting in July
2024. Phillip will serve a four-year term through June 2028. For
this election, 2032 ballots were sent out and 117 valid votes
were received. All ballots received were verified by Brown
Armstrong Accountancy Corporation, the Boards Independent
Auditor and election results were certified by the Retirement
Board Secretary.

Mr. Hardcastle is a Principal Accountant in the Finance
Department. He remains committed to being a member
advocate of the Retirement Board.

At the Board meeting in July, Phillip Hardcastle was re-elected
to serve as Chair and Alma Torres was re-elected as Vice Chair
of the Employees’ Retirement Board.

CONTACT INFORMATION

City of Fresno
Employee Benefits
Benefits@fresno.gov

HealthComp
559-499-2450
www.healthcomp.com
Fidelity Investments
800-343-0860
www.NetBenefits.com

City of Fresno
Retirement Systems
2828 Fresno Street, Suite 201
Fresno, CA 93721-1327
Phone 559-621-7080
Fax 559-621-7081
www.cfrs-ca.org
Retire@fresno.gov
cfrsbenefits@fresno.gov
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mailto:Benefits@fresno.gov
https://healthcomp.com/
http://www.netbenefits.com

Planning For Retirement

Many people think that retiring from the City of Fresno is
as simple as checking a box on a form and declaring,
“I'm retired!” However, there are important things you will
need to think about before signing your Retirement
Application:

1. Al automatic payments and court ordered
deductions you currently have taken from your City
payroll check will stop” upon retirement.” Please
contact the payee to make other arrangements.

2. If you wish to defer all or some of your leave cash-
outs, you must contact main City r:;_)ayrqll
|mmed|atel?/ to begin the process. -mail:

COF .payroll@fresno.gov

3. You must contact Fidelity Investments personally if
%ou wish to begin withdrawing from your Deferred
_ompensation ~ Account. ease ‘confirm your
listed beneficiary at this time!

4. Questions regarding the Health Reimbursement
Arrangement ~ (HRA) should be directed to
Benetits@fresno.gov.

5. Please be aware of the Social Security Windfall
Elimination Provision (WEP) which may reduce
our Social Security retirement or "disability
benefits. Refer to the resources below for more
information:

e SSA Publication No. 05-10045

WHAT:S UP? Benefits§Edition)
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DROP modifications under consideration

to achieve DROP neutrality

To achieve DROP cost neutrality, FMC amendments are
under consideration to provide the Retirement System with
additional tools to implement if the actuary has determined
the DROP is not cost neutral. These additional tools or
“levers” would be applied in order and stacked based upon
the actuary’s recommendation.

e Lever 1 — Set the annual DROP interest rate to a
Belrcentage below the average net rate of return but not
elow zero.

e lever 2 — Reduce the percentage of the member’s
ension contributions deposited into the DROP account
elow 100% with the difference credited to pay the cost

of operating DROP.

e lever 3 — Reduce the percentage of cost-of-livin
adjustments applied to the monthly amount below 100%.

e |lever4 — Reduce the percentage of the amount credited
to the DROP account below 100%.

These are proposed modifications under consideration as of
June 2024 and may be adopted, modified or abandoned as
the parties see fit.” The Retirement Office will make every
effort to keep their members informed as to the status of
these modifications.

e www.socialsecurity.gov/WEP-CHART

« (800)722-1213

Retirees

January 1, 2024 to June 30, 2024

Lauro Avila Carolyn Hogg Lorin Moore Gayla Soriano
Ruben Balboa Gus Hurtado Guadalupe Flores Cheryl Ann Spencer
Navarro .
Elna Barnes Colleen Karby Rick Staggs
* Note: The information listed above is intended as il Bradley Oberg
: Byron Beagles Lloyd Killion i ~ Sharon Takayama
general information and may not apply to your own | gonaid Becerril Jacqueline SAlETm PS5 o
i i Steven Parodi
situation. Andrew Benelli Jacqueline Larkin Joseph Weston
. L Andrew Pedrosa .
|mportant Dates july_ December 2024 | Tabitha Bettencourt  Russell Lichti Gilbert Peres Paul Whitaker
Terry Cox Michael Lima Eugene Woods
[ September2a | Joe Ramirez
S M T W T F s S M T W T F s S M T W T F S Sam Frank Les Logue John Yem
Cynthia Rayas
123 45 6 1203 123 4 5 67 Lawrence Garabedian James Lutter Y Y
7 8 910 11 12 13 45 6 7 8 9 10 8 9 10011 12 13 14 ' ' Leonard Reyes
14 15 16 17 18 19 20 11 12 1314 15 16 17 15 16 17 18 19 20 21 Debra Gibson Dolores Madrid )
21 2223 24 25 26 27 18 19 20 21 22 23 24 2 23 24 25 26 27 28 | Ray Gonzalez Jose Madrigal Lynn Rivas
28 29 30 31 25 26 27 28 29 30 31 29 30 Linda Roberts
Edward Gracia John Markum
X . Diana Rodriguez
Jack Hart Richard Martinez
. Robert Romero
s M T w T F s s M T w T F s s M T w T F s John Harvey Michael McColm .
. Ceasar Sierras
12 3 4 5 1z 12 3 4 5 6 7 Carmen Haynes Henry Mclaughlin
6 7 & 9 10 11 12 3 4 5 6 7 8 9 g8 9 10 11 12 13 14 - . Verlin Sipe
1314 15 16 17 18 19 10 11 1213 14 15 16 15 16 17 18 10 20 21 | HectorHeras William Milliken ST
20 21 22 23 24 25 26 17 18 19 20 21 22 23 22 23 24 25 26 27 28 | William Herr Barbara Mitchell
27 28 29 30 31 24 25 26 27 28 29 30 29 30 31 Stanley Smith
George Hobbs Wendy Moon

Retirement Benefit Pay Dates Retirement Board Meeting Dates
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