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SUBJECT: REPLACEMENT BENEFIT FUND CREDIT

The purpose of this Circular Letter is to inform you of important information reflecting
recent changes to the management of the Replacement Benefit Fund (RBF).

The CalPERS Actuarial Office has implemented adjustments in the June 30, 2011
actuarial valuation. CalPERS anticipates that these changes will result in lower
contribution rates to the Public Employees’ Retirement Fund (PERF) for employers also
contributing to the RBF and protect the PERF from prefunding expected benefits in
excess of limits imposed by federal tax law. These changes will take effect for the 2013-
14 fiscal year. As a result of these changes, employer contributions to the RBF will no
longer be credited against employer contributions owed to the PERF.

Background
Internal Revenue Code (IRC) Section 415(b) is a federal provision that limits the annual

retirement benefits that can be accrued by or paid to a member of a qualified defined
benefit pension plan such as the CalPERS retirement plan. The annual retirement
benefits payable from the CalPERS retirement plan are subject to the dollar limits
imposed by IRC Section 415(b). The maximum dollar limits are established each year
by the IRS but can vary for each individual based on factors such as the age at which
an individual retires.

The Replacement Benefit Plan (RBP) is a plan that allows for “replacement” of the
annual benefit allowance amount that exceeds the IRC Section 415(b) limit. Its purpose
is to “make whole” the retirement allowances limited by IRC Section 415(b). The RBP is
funded by employer contributions and payment by the employer to the RBF must be
made before the replacement benefit amount can be issued to the retiree.

CalPERS uses the RBF to account for the collection of employer contributions to the
RBP and the related payment of benefits. In the past, upon payment of the invoiced
amount to the RBF, the employer could take a credit for the amount paid to the RBF,
less any applicable FICA taxes (Federal Insurance Contributions Act tax is a payroll tax
to fund Social Security and Medicare), against the amount of its employer contributions
currently due to the PERF.
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Interim Procedure

Due to the recent changes in the management of the RBF, the offset to employer
accounts for payments to the RBF were not permitted beginning with the 2011-12 fiscal
year. However, because CalPERS determined that this change to prior offset
procedures was a hardship for some employers, CalPERS staff identified an interim
procedure to allow employers to offset certain payments to the RBF in 2013.

For the affected employers, there will be a one-time adjustment to the employer
contribution rate under the PERF for the period of January 1, 2013 to June 30, 2013.
The amount that can be offset will be the amount that is invoiced to an employer in the
2013 annual invoice for RBF payments owed to retirees in the RBP as of December 31,
2012, less applicable FICA taxes. That invoice is expected to be issued by January 15,
2013. Any additional payments due to the RBF for both new and existing retirees that
are invoiced after this annual invoice cannot be used as a credit against the employer’s
contribution rate under the PERF. Beginning with the 2013-14 fiscal year, no credits
against amounts owed under the PERF will be made for payments made to the RBF.

The California Public Employees’ Retirement Law and the Internal Revenue Code are
complex and subject to change. If there is a conflict between the law and the
information in this Circular Letter, the law will govern.

If you have any questions, please contact the CalPERS Customer Contact Center at
888 CalPERS (or 888-225-7377).

ALAN MILLIGAN
Chief Actuary



	REPLACEMENT BENEFIT FUND CREDIT
	Background
	Interim Procedure





Accessibility Report





		Filename: 

		200-053-12.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 2



		Passed manually: 0



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Needs manual check		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Needs manual check		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

