Pension Reform Legislation (AB 340, Furutani)
Moves to Governor’s Desk
by Sal Villasenor, Legislative Advocate
AB 340, the California Public Employees Pension Reform Act, has been passed by the
Legislature and moves on to the Governor for his signature. It will become effective January 1,
2013.
The most significant provisions of the Reform Act for school administrators are summarized
below. Most of these provisions apply to administrators hired after January 1, 2013. The Reform
Act:


Establishes a cap on the amount of creditable compensation that new CalSTRS and
CalPERS members can use to calculate a retirement benefit. Specifically, the Act includes a
cap of $110,000 for those that participate in Social Security and $132,120 for those that do
not participate in Social Security. The cap is adjusted annually by CPI.



Establishes a new retirement formula, as specified for CalSTRS members, 2 percent at 62
with a maximum of 2.4 percent at 65. For CalPERS members the new formula is 2 percent at
62 and 2.5 percent at 67.



Requires that new members of CalSTRS and CalPERS cover at least 50 percent of the
total annual normal cost of the benefit. For new members of CalPERS working under local
contracts they must reach the 50% level referenced above through collective bargaining by
January 1, 2018.



Requires that final compensation for new members of CalSTRS and CalPERS be
defined as the highest average annual final compensation over a three-year period.



Establishes a new definition for what constitutes compensation for new members of
both CalSTRS and CalPERS. The new definition is normal rate of regular, recurring pay,
or base pay of the member. It will not include bonuses, unplanned overtime, payouts for in
kind payments, severance pay, payments for unused vacation or sick leave, reimbursements
or allowances, employer contributions to deferred compensation plan, bonuses, or any other
form of compensation that a board deems inconsistent with “base pay.”

For current members, the Reform Act:


Prohibits a CalSTRS and CalPERS member from obtaining a retroactive enhancement
to the benefit formula, either due to a change to an existing formula, or due to a change to
the retirement classification for a specific job.
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Prohibits CalSTRS and CalPERS members from purchasing non-qualified time
(“airtime”) on and after January 1, 2013. Any application to purchase airtime received by
the retirement systems prior to January 1, 2013 is grandfathered.



Prohibits CalSTRS from any earnings for the first 180 days of retirement and extends
limited earnings limit exemptions (AB 178-Gorell) until June 30, 2014. For purposes of
what constitutes retirement age for complying with post-retirement earnings law, normal
retirement age for current members remains 60 and normal retirement age for new members
is 62.



Requires retirees of CalPERS be subject to the 960 hour limit after retirement.



Requires public officials and employees that are members of CalSTRS and CalPERS
members to forfeit pension and related benefits if they are convicted of a felony in
carrying out official duties, in seeking an elected office or appointment, or in connection with
obtaining salary or pension benefits.

Information for ACSA Members
No change in law will occur until 2013 for both current and new members of the CalSTRS and
CalPERS systems. Anyone currently an active member of CalSTRS and CalPERS is
grandfathered.
The term of “new member” for purposes of AB 340 constitutes any public employee hired for
the first time after January 1, 2013. Those hired prior to 2013 and currently on break but
planning to return in 2013 are not considered a new member (if vested and not withdrawing
pension from CalSTRS or CalPERS). Those who currently have sick leave and are in the
CalSTRS system will still be able to convert the time to service credit.
Both CalSTRS and CalPERS have summarized the provisions of AB 340 which can be found on
their websites.
ACSA/CalSTRS Webinar, September 11, 2012
ACSA, in collaboration with CalSTRS, has scheduled a webinar for Tuesday, September 11,
2012 to provide additional clarification on the provisions of AB 340 (click here to register).
A similar webinar with CalPERS is also being planned but not yet confirmed as of the
completion of this alert. Look for additional news stories on this topic in upcoming Ed Cal
articles.
If you have any questions regarding AB 340 please contact Sal Villasenor at
svillasenor@acsa.org or Liza Morris at lmorris@acsa.org.
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