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March 14, 2012

Ashley Johansson, Initiative Coordinator * M AR 14 201
Office of the Attorney General
State of California OORDINATOR
¢ INITIATVE G
PO Box 994255 ATTORNEY GENERAL'S OFFICE

Sacramento, CA 94244-25550

Re: Request for Title and Summary for Proposed Initiative

Dear Ms. Johanasson:

Pursuant to Article II, Section 10(d) of the California Constitution, I am
submitting the attached proposed statewide ballot measure (“Government Employee
Pension Reform Act”) to your office and request that you prepare a circulating title and
summary of the measure as provided by law. I have also included with this letter the
required signed statement pursuant to California Elections Code sections 9001 and 9608,
and a check in the amount of $200. My address as registered to vote is shown on
Attachment ‘A’ to this letter.

Thank you for your time and attention to this important matter. Should you have
any questions or require additional information, please contact the undersigned at (916)
442-7757.

Very Truly Yours,

Thomas W. Hiltachk,
Proponent
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First—That Section 12 is added to Article VII thereof, to read:
.SEC. 12. (a) Each public retirement system shall provide one or more

hybrid pension plans that meet the requirements of this section to each public
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employer that provides its employees a defined benefit pension plan administered
by the public retirement system.

(1) To reduce employer risk and cost, a hybrid pension plan shall consist
of a defined benefit component, a defined contribution component or alternative
plan component, and, if applicable, benefits under the federal Social Security Act
(42 U.S.C. Sec. 301 et seq.). The hybrid pension plan shall be designed with the
goal of providing, annually during retirement, replacement income of 75 perceht
of a public employee’s final compensation, based on a full career in public service.
The hybrid pension plan shall alsd be designed fo limit the combination of the
defined benefit and the defined contribution benefit at the amount of either (A)
the contribution and benefit base specified in Section 430(b) of Title 42 of the
United States Code, or its successor, for those eligible for social security benefits

- or (B) 120 percent of the contribution and benefit base specified in Section 430(b)
of Title 42 of the United States Code, or its successdr, for those not eligible for

social security benefits. As used in this paragraph, “full career in pﬁblic service”



means 30 years of credited service and a normal retirement age of 57 for public
employees in safety member classifications and 35 years of credited service and
a normal retirement age of 67 for all other public employees.

(2) On or before January 1, 2013, the Director of Finance shall establish

initial criteria and requirements for one or more hybrid pension plans to be provided

by a public retirement system for each of the system’s member classifications as
specified in this section and Section 7514.70 of the Government: Code. Chapter
3.5 (commencing with Sec, 11340) of Part 1 of Division 3 of Title 2 of the
Government Code does not apply to the activities undertaken by the Director of
Finance pursuant to this section.

(3) On and after July 1, 2013, each public retirement system shall administer,
and make available to each public employer that provides a defined benefit pension
plan, one or more hybrid pension plans for public employees hired in each member
classification in the public retirement system. Each hybrid pension plan shall be
consistent with the goals, criteria, and requirements of this section and the criteria
and requirements established by the Director of Finance. A public employer shall
offer to its public employees first hired on and after July 1, 2013, only a hybrid
pension plan made available by the public retirement system pursuant to this
section, unless the public employer has an alternative pension plan that is
determined and certified by the system’s chief actuary and by the system’s board
to have less risk and lower costs to the employer than any available hybﬁd plans

provided by this section.
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(4) An action to obtain a judgment or writ festraining and preventing the
implementation or continued implementation of the alternative plan pursuant to
paragraph (3) may be maintéined against the retirement system actuary, the board
of the retirement system, the retirement system, and the employer challenging any
of the following: (A) the determination that the alternative plan is less risky and
less costly to the employer; (B) the authorization to offer the alternative plan; or
(C) the actual offer of the alternative plan to employees. An action may be brough{
by any resident or corporation that is assessed and is liable to pay, or within one
year before the commencement of the action, has paid, a tax within the jurisdiction
or geographical boundaries of the public employef. The right to maintain an action
described in this paragraph is in addition to, and does not limit, any other right of
action otherwise provided in law.

(5) On and after July 1, 2013, to the extent possible while preserving the
beneficial federal tax treatment of contributions, the hybrid pension plan or plans
described in paragraph (3) shall be made available to public employees who are
members of, or eligible for membership in, the employer’s defined benefit pension
plan, as applicable to each member classification in the system prior to July 1,
2013.

| (b) This subdivision applies to all public employees first hired by a public
employer on or after January 1, 2013, who are, or are eligible to be, members of

a public retirement system. |
(1) For a defined benefit for retirement that is calculated by multiplying the

member’s years of service by a percentage of the member’s final compensation
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based on age at retirement, final compensation shall be calculated by using the
member’s highest average payrate during at least a consecutive 36-month period
of service. Final compensation shall not include bonuses, unplaﬁned overtime, or
payments for unused sick leave or vacation.

(2) To be eligible to apply for service retirement, a member shall first be
credited with five years of sérvice and attain either 52 years of age for safety -
member classifications or 57 years of age for all other public employees. If the
minimum age requirements are increased under the federal Social Security Act -
(42 U.S.C. Sec. 301 et seq.), the age requirements of this section shall increase
by an equal number of years for any new employee hired after the operative date
of the change in federal law.

(c) This subdivision applies to all public employers and to all public
- employees who are members of a public retirement system, regardless of the date
the public employee is first hired by a public employer, to the fullest extent
permissible under the United States Constitution. This subdivision shall not be
construed to enlarge the application of any paragraph of this subdivision, or a
statute referenced in a paragraph of this subdivision, that is limited to particular
types or classes of employees or members.

(1) Any change to a formula or benefit that results in an increase in a
member’s pension benefits shall apply only to service performed on and after the

operative date of the change, and shall not be applied to any service performed

prior to the operative date of the change, except as otherwise provided in Section

7503.71 of the Government Code.
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(2) Each public employer and each public employee who is a member of a
_public retirement system shall make required payments to fund the normal cost
of the employee’s defined benefit plan or component, if any, of the employee’s
pension plan.

(3) Public employees shall contribute at least one-half of the annual
actuarially determined normal costs of any deﬁned benefit plan or component.
The public employer shall not pay on behalf of a member of a public retirement
system any of the member’s required employee contributions.

"(4) A public retirement system shall not grant to 2 member nonqualified
service credit, regardless of the manner in which that service credit may be
denominated, except as provided in Section 22826 of the Education Code and
Sections 7 503.74,20899.5,20909, 31486.35, and 31658 of the Government Code.

(5) If a public employee is convicted of any felony under state or federal
law for conduct arising out of, or in the performance of, his or her official duties,
his or her pursuit of an office or employment, or in connection with obtaining
salary, disability retirement, retirement, or other benefits, he or she shall forfeit
retirement benefits in accordance with Section 1243, 1244, or 1245 of the
Government Code, as may be applicable.

(6) Any service performed by a public employee who has retired from a

public retirement system may be performed only to the extent authorized in Section .

7503.76 of the Government Code. Service that is authorized shall not exceed a

total of 960 hours or 120 full-time days in a consecutive 12-month period for all

public employers in that public retirement system. A retired employee who serves
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on a public Board or commission shall not earn any retirement benefits for that
service unless he or she reinstates from retirement.

(d) The definition of terms contained in Section 7514.60 of the Government
Code govern the construction of those terms used in this section.

(e) Except as expressly provided in this section or any of the statutory
provisions referenced in this section, neither this section nor any of those statutory
proVisions apply to, or otherwise restrict, any disability, death, or survivor benefits
provided by a public employer.

(f) If the terms of a contract, including a memorandum of understanding,
between a public employer and its public employees, that is in effect on November
7, 2012, would be impaired by any provision of this section or by any statutory
provision referenced in this section, that provision shall not apply to the public
employer énd public employees subject to that contract until the expiration of that
contract. A renewal, :imcndment, or any other extension of that contract shall be
subject to the requirements of this section and the statutory provisions referenced
in this section.

(g) (1) The Legislature may amend a code section referenced in this section,
by statute passed by a two-thirds vote of the membership of each house of the
Legislature, only if the statute is consistent with, and furthers the purpose of, this
section.

(2) Any reference in this section to any code section refers to that code

section as it read on J anuary 1, 2013, or as amended pursuant to paragraph (1).
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(h) Notwithstanding any other provision of this Constitution, neither the
activities, programs, or levels of service required by the criteria or requirements
established by the Director of Finance pursuant to subdivision (a), nor the goals,
criteria, requirements, or definitions provided in the statutes referenced in this
section or statutes enacted pursuant to subdivision (g), shall constitute 2 mandate
requiring the State to provide a subvention of funds.

Second—That subdivision (f) of Section 17 of Article XVI thereof 1s
amended to read:

(f) With-(1) Except as provided in paragraph (2), with regard to the

retirement board of a public pension or retirement system which includes in its
composition elected employee members, the number, terms, and method of
selection or removal of members of the retirement board which were required by
law or otherwise in effect on July 1, 1991, shall not be changed, amended, or
modified by the Legislature unless the change, amendment, or modification enacted
by the Legislature is ratified by a majority vote of the electors of the jurisdiction
in which the participants of the system are or were, prior to retirement, employed.
(2) The compésition of the retirement board of a public pension or retirement
system shall be modified in the manner provided for in Section 20090 of the

Government Code, as that section reéd on January 1., 2013, and that modification

is not subject to ratification by the electors as described in paragraph (1).
Third—That, notwithstanding any other provision of law, including this
Constitution, the state shall defend the constitutionality of this act.

-0-
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SECTION 1. Section 22826 of the Education Code is amended to read:

22826. (a) A member, other than a retired member, may request to purchase
up to five yeérs of nonqualified service credit provided the member is vested in the
‘Deﬁned Benefit Program as provided in Section 22156.

(b) A member who requests to purchase nonqualified service credit as provided
in this chapter shall contribute to the retirement fund the actuarial cost of the service,
inchuding interest as appropriate, as deteﬁnined by the board based on the most recent
valuation of the plan with respect to the Defined Benefit Program in effect on the date

of the request, in accordance with subdivisions (a), (f), (g), and (h) of Section 22801.

(c) Notwithstanding any other law, any request to purchase nonqualified service
credit pursuant to this section shall be made before, and any approval of a purchase
shall be made only for the requests received before, the operative date of the act adding

this subdivision.

SEC. 2. Section 1243 of the Government Code is amended to read:

1243. (a) This section shall apply to any elected public officer who takes public

office, or is reelected to public office, on or after January 1, 2006, and prior to the

»oDeraﬁve date of the act adding Sections 1244 and 1245.

(b) If an elected public officer is convicted during or after holding office of any
felony involving accepting or giving, or offering to give, any bribe, the embezzlement
of public mdney, extortion or theft of public money, perjury, or conspiracy to commit
any of those crimes arising directly out of his or her official duties as an elected pubiic

officer, he or she Ashall forfeit all rights and benéﬁts under, and membership in, any ,
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public retirement system in which he or she is a member, effective on the date of final
conviction.

(c). The eleg:ted public officer described in subdivision (b) shall forfeit only that
portion of his or her rights and benefits that accrued on or after January 1, 2006, on
account of his or her service in the elected public office held when the felony occurred.

(d) Any contributions made by the elected public officer deseribed in subdivision
(b) to the public retirement system that arose directly from or accrued solely as a result
of his or her forfeited service as an elected public officer shall be retumed, without
interest, to the public officer within 90 days after a nonappealable decision is final,

(e) The public agency that employs an elected fublic officer described in
subdivision (5) shall notify the public retirement system in which the officer is a member
of the officer’s conviction. |

(f) An elected public officer shall not forfeit his or her rights and benefits
pursuant to subdivision (b) if the governing body of the elected public officer’s

- employer, including, but not limited to, the governing body of a city, county, or city
and county, authorizes the public officer to receive those rights and benefits.

(g) For purposes of this section, “public officer” means an officer of the state,
or an officer of a county, city, city and county, district, or authority, or any department,
division, bureau, board, commission, agency, or instrumentality of any of these entities.

(h) This section applies to any person appointed to service for the period of an
elected public officer’s unexpired term of office.

SEC. 3. Section 1244tis added t_o}’_che Government Code, to read:
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1244, (a) This section shall apply to a public employee first hired by a public
employer or first elected or appointed to an office on or after the operative date of this
section and, on and after that date, Section 1243 shall not apply.

| (b) If a public employee is convicted by a state or federal trial court of any felony
under state or federal law for conduct arising out of or in the performance of his or her
official duties, in pursuit of the office or appointment, or in connection with obtaining
salary, disability retirement, service retirement, or other benefits, he or she shall forfeit
all accrued rights and benefits in ény public retirement system in which he or she is a
member to the extent provided in subdivision (¢) and shall not accrue further benefits
in that public retirement system, effective on the date of the conviction.

(c) (1) A public employee shall forfeit all the retirement benefits earned or
accrued from the earliest date of the commission of any felony described in subdivision
(b) to the forfeiture date, inclusive. The retirement benefits shall remain forfeited
notwithstandihg any reduction in sentence or expungefnent of the conviction followin g
the date of the public employee’s conviction. Retirement benefits attributable to service

~performed prior to the date of the first commission of the felony -for which the public
employee was convicted shall not be forfeited as a result of this section.

(2) For purposes of this subdivision, “forfeiture date” means the date of the
conviction. |

(d). (1) Any contributions to the public retirement system made by the public
employee described in subdivision (b) on or after the earliest date of the commission

- of any felony described in subdivision (b) shall be rehnned,.wiﬂmut interest, to the
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public employee upon the occurrence of a distribution event unless otherwise ordered

by a court or determined by the pension administrator.

2) AFor the purposes of this subdivision, a “distribution event” means any of the
following:

(A) Separation from employmeﬁt.

(B) Death of the member.

(C) Retirement of the member.

(e) The public employer that employs a public employee described in subdivision
(b) and that public employee shall each notify the public retirement system in which
the public employee is a member of that public employee’s conviction within 60 days
of conviction in the trial court. The public employer’s notification obligations shall
not apply if the public employee’s conviction occurs after the public employee separates

from employment or office with that public employer. The operation of this section is
not dependent upon the performance of the notification obligations specified in this
subdivision. |

(£) A public retirement system may assess a public employer a reasonable amount
to reimburse the cost of audit, adjustment, or correction, if it determines that the public
emplqyer failed to comply with this. section.

(g) If a public employee’s conviction is reversed and that decision is final, the
employee shall be entitled to recover the forfeited retirement benefits as adjusted for
the contributions received pursuant to subdivision (d). |

‘(h)A The definitions in Section 7514.60 shall apply to this section.

SEC. 4. Sectioﬁ 1245 is added to the Government Code, to read:
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1245. (a) This section shall apply to a public employee first hired by a public
employer or first elected or appointed to an office before the operative date of this
section and, on and after that date, Section 1243 shall not apply.

(b) If a public employee is convicted by a state or federal trial court of any felony

under state or federal law for conduct arising out of or in the performance of his or her

official duties, in pursuit of the office or appointment, or in connection with obtaining
salary, disability retirement, service retirefnent, or other benefits, he or she shall forfeit
all accrued rights and benefits in any public retirement system in which he or sheis a
member, to the extent provided in subdivision (¢), and shall not accrue further benefits
in that public retirement systein, effective on the date of the conviction. |

(c) (1) A public employee shall forfeit the retirement benefits earned or accrued
from the earliest date.of the commission of any felony déscribed in subdivision (b) to
the forfeiture date, inclusive. The retirement benefits shall remain forfeited,
notwithstanding any reduction in sentence or expungement of the conviction following
the date of the public employee’s conviction. Retirement benefits attributable to service
i)erfonned prior to the first date of the commission of the felony for which the public
employee was cohvicted shall not be forfeited as a result of this section.

(2) For purposes of this subdivision, “forfeiture date” means the date of the
conviction. B

(d) (1) Any contributions to the public retirement system made by the public
employee described in sﬁbdivis_ion (b) on or after the earliest date of the commission

of any felony described in subdivision (b) shall be returned, without interest, to the
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public employee upon the occurrence of a distribution event, unless otherwise ordered
by a court or determined by the pension administrator.

(2) For the purposes of this subdiviéion, a “distribution event” means any of thé
following: ' |

(A) Separation from employment.

(B) Death of the member.

(C) Retirement of the member.

(¢) The public employer that employs a public employee described in subdivision
(b) and that public employee shall each notify the public retirement system in which
the public employee is a member of the public employee’s conviction within 60 days
of the conviction. The public employer’s notification obligations shall not apply if the
public employee’s conviction occurs after the public employee separates from
employment or office with that public employer. The operation of this section is not
dependent upon the performance of the notification obligations specified in this
subdivision. |

(f) A public retirement system may assess a public agency a reasonable amount
to reimburse the cost of audit, adjustment, or correction, if it determines that the public
agency failed to comply with this section.

(g) If a public employee’s conviction is reversed and that decision 1s final, the
employee shall be entitled to recover the forfeited retirement benefits as adjusted for
the contributions received pursuant to subdivision (d.

(h) The definitions in Section 7514.60 apply to' this section,

SEC. 5. Section 7503.71 is added to the Govérnmeﬁt Codé, té ‘read: '
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7503.71. The following shall apply to all public employers, to public employees
hired on or after the operative date of this sectioﬁ, and to all public employees hired
by a public employer before the operative date of this section to the fullest extent
permissible under the California Constitution and the United States Constitution:

(é) Notwithstanding any other law, any enhancement to a publié employee’s
retirement formula or retirement benefit adopted on or after the operative date of this
section shall apply only to service performed on or after the operative date of the
enhancement and shall not be applied to any service performed prior to the operative
date of the enhancement.

(b) Notwithstanding any other law, if 2 change to a member’s classification or
a change in employment results in an enhancement in the retirement formula or
retirement benefit applicable to that member, that enhancement shall apply only to
service performed on or after the operative date of the change and shall not be applied
to any service performed prior to the operative date of the change.

(c) The definitions in Section 7514.60 apply to this section.

SEC. 6. Section 7503.72 is added to the Government Code, to read:

7503.72. The following shall apply to all public employers and public
empléyees:

(2) In any fiscal year, a public employer’s contribution to a defined benefit plan
or component of a retirement plan, in combination with employee contributions to that
defined benefit plan or component of that plan, shall be not less than the normal cost
for'that defined benefit plan or component of that plan for that fiscal year. |

- (b) The definitions in Section 7514.60 shall apply to this section.
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SEC. 7. Section 7503.73 is added to the Govemment Code, to read:

7503.73. This section shall apply to all public employers, to public employees
hired on or after the operative.date of this section, and to all public employees hired
by a public employer prior tb the bperative date of this section to the fullest extent
permissible under the California Constitution and the United States Constitution.

(a) Public employees who contribute to a defined benefit plan or component
shall contribute at least one-half of the annual actuarially determined normal costs for

such defined benefit plan or component, subject to the limitations in subdivision (b).

A public employer shall not pay, on behalf of a member of a public retirement system, -

any of the member’s share of required employee contributions.

() If anlemployee’s pension contribution is below 50 percent of the normal cost
of the defined benefit plan or component on the operative date of this section, the
increase to the employee’s contribution shall be phased in to at least 50 percent over
a period not to exceed three years. The terms of the phase-in shall be determined through
collective bargaining or, for those employees not subject to collective bargaining, by
the employer. |

(c) If the normal cost of an employee’s defined pension benefit plan or component
declines, the amount of the employee’s contribution may be reduced to not less than
50 percent of the normal cost of that benefit through collective bargaining or, for those
employees not subject to cbllectiye bargaining, by the employer. |

()] Empléyee éqntributions described in this section shall be considered employer
contributions for the purposes of federal tax law.

(e) The definitions in Section 7514.60 apply to this section.
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SEC. 8. Section 7503.74 is added to the Government Code, to read:

7503.74. (a) On and after the operative date of this sec‘cio_n, a public retirement
system shall not allow the purchase of nonqualified, additional retirement service credit,
however that service credit may be denomi‘nated.

(b) The prohibition of this section does not apply to an official application to
purchase additional retirement service credit that was received by the public retiremeﬁt
system prior to the operative date of this section.

(c) For the purposes of this section, “additional retirement service credit” means
service credit for time that does not otherwise qualify as public service, military service,
leave of absence, or other time recognized for service by a public retirement system.

(d) The definitions in Section 7514.60 apply to this éection.

SEC.9. Section 7503.76 is added to the Government Code, to read:

- 7503.76. (a) Notwithstanding any other law, a person who retires from a public
employer on or after the operative date of this section-shall not serve, be employed by,
or be hired through a contract either directly or through a third party by, a public
employer without reinstatement from retirement, except as permitted by this section.

(b) A person who retires from a public employer on or after the operative date
of this section may serve without reinstatement from retirement or loss or interruption
of benefits provided by the retirement system upon appointment by the appointing
power of a public employer either during an emergency to prevent stoppage of public
business or because the retired employée has si{ills needed to perform work of limited

duration.
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(c) Appointments authorized under this section shall not exceed a total for all
employers in that public retirement system of 960 hours or 120 full-time days or other
equivalent limit, in a consecutive 12-month p‘erivod. The rate of pay for the employment
shall not be less than the minimum, nér exceed the maximum, paid by the employer
to other employees performing comparable duties. A retired person whose employment
without reinstatement is authorized by this section, including, but not limited to, service
on a public board of commission, shall acquire no service credit or retirement rights
under this section with respect to the employment unless he or she reinstates from
retirement.

(d) (1) Subdivision (b) does not apply to any retired person otherwise eligible
to serve or be employed by a public employer, if, dufing the 12-month period prior to
an appointment described in this section, the retired person received any unemplbyment
insurance compensation arising out of prior employment subject to this section with
the same employer. |

(2) A retired person who accepts an appointment after receiving unemployment
insurance compensation as described in this subdivision shall terminate that employment
on the last day of the current pay period and shall 'not be eligible for reappointment
subject to this section for éperiod of 12 months following the last day of employment.

(e) The definitions in Section 7514.60 apply to this section.

SEC. 10. Section 7514.60 is added to the Government Code, to read:

7514.60. As used in Section 12 of Article VII of the California Constitution
- and the statutofy references contained therein, the folloﬁving terms have the following

meanings:
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(2) “Employee contributions” means the contributions to a public retirement
system required to be paid by 2 member of the system, as fixed by law, regulation,
administrative action, contract, contract amendment, or other agreement.

(b) “Final compensation” means the member’s highest average payrate during
aperiod of at least 36 consecutive months immediately preceding his or her retirement,
or last separation from service if earlier, or during any other period of at least 36
consecutive months during his or her public retirement system membership that the
member designates on the application for retirement.

(c) “Member” means a public employee who is a member of any type of a public
retirement system.

(d) “Normal cost” means the portion of the present value of defined benefits that
is attributable to the current year of service, as determined by the public retirement
system’s actuary according to the most recently completed valuation.

(e) (1) “Payrate” means the normal monthly rate of pay or base pay of the member
paid in cash to similarly situated members of the same group br class of employment
for services rendered on a full-time basis during normal working hours, pursuant to
publicly available pay schedules. “Payrate,” for a member who is ﬁot in a group or
class, rheans the monthly rate of pay or base pay of the member, paid in cash and
pursuant to publicly available pay schedules, for services rendered on a full-time basis

during normal working hours.

(2) “Payrate” shall include an amount deducted from a member’s salary or Wagés ’

for any of the following:

' (A-) Participation in a deferred compensation plan.
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(B) Payment for participation in a retirement plan that meets the requirements
of Section 401 (k) of Title 26 of the United States Code.

(C) Payments into a money purchase pension plaﬁ and trust that meets the
requirements of Section 401(a) of Title 26 of the United States Code.

(D) Participation in a flexible benefits program.

(3) “Payrate” shall not include any‘ of the following:

(A) Accrued vacation, sick, or other leave of any form.

(B) Severance pay.

(C) Overtime work, other than as defined in Section 207(k) of Title 29 of the
" United States Code and as set forth in collective bargaining agreement provisions as
of the operative date of the act adding this section, and any renewal of those collective
bargaining provisions.

(D) The monetary value of any in-kind remuneration.

(E) Supplemental payments for items, including, but not limited to, uniform
allowances, vehicle allowances, housing allowances, employer contributions to deferred
compensation or defined contribution pléns, and bonuses.

(f) “Public employee” means an officer, including those elected or appointed,
or an employee of a public employer.

(g) “Public employer” means:

(1) The state and every state entity, including, but not limited to, the Legislature,
the courts, the California State University, and the University of California.

| (2) Any political subdivision of the _State, including, butnot limited to, a city,

cdunty, city and county, charter city, charter county, charter city and county, school
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district, community college djgtrict, joint powers authority, joint powers agency, and
any public agency, authority, board, cbmmission, district, or other entity.

(h) “Public retirement system” means any pension or retirement system of a
public employer. |

(1) “Safety member” means a public employee whose principal duties consist of
active law enforcement service and who is anthorized to carry firearms under terms
and conditions specified by his or her employing agency, or a firefighter whose principal
duties consist of active firefighting or fire suppression.

SEC. 11. Séction 7514.70 is added to the Government Code, to read:

7514.70. (a) (1) A hybrid pension plan provided by Section 12 of Article VII
of the California Constitution shall reduce employer and taxpayer risk and cost.

(2) A hybrid pension plan shall consist of a defined benefit component, a defined
contribution component or alternative plan component, and, when applicable, benefits
under the federal Social Security Act (42 U.S.C. Sec. 301 et seq.). The hybrid pension
plan shall be designed with the goal of providing annually during retirement replacement
income of 75 percent of a public employee’s final compensation,'based on a full career
in public service. The hybrid pension plan design shall also target a cap on the combined
defined benefit and defined contribution benefit at the amount of the contribution and
benefit base specified in Section 430(b) of Title 42 of the United States Code, or its
successor, for those receiving social security benefits or 120 percent of the contribution
and benefit base specified in Section 430(b) of Title 42 of the United States Code, or

its successor, for those not receiving social security benefits. As used in this paragraph,

“full career in public service” means 30 years of service and a normal retirement age
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of 57 for pu’blié employees in safety member classifications and 35 years of service
and a normal retirement age of 67 for all other public employeés.

(b) (1) A public employer shall offer to its public employees first hired on and .
after July 1, 2013, a hybrid pension plan made available by the public retirement system
pursuant to this section, or an alternative pension plan option that is determined and
certified by the systefn’s chief actuary and by the system’s board to have no greater
risk and no greater costs to the employer than any available hybrid plans provided by
this section. |

(2) An action to obtain a judgment or writ restraining and preventing the
implementation 0'1; continued implementation of the alternate plan may be maintained
against the retirement system actuary, the board of the reﬁrement system, the retirement
system, or the employer challenging any of the following: (A) the determination that
the alternate plan is of 1o greatef risk and of no greater cost to the employer; (B) the
authorization to offer the alternative plan; or (C) the actual offer of the alternate plan
to employees. An action may be brought by any resident or corporation that is assessed
for and is liable to pay, or within one year before the commencement of the action, has
paid a tax within the jurisdiction or geographical boundéries of the public employer.
The right to maintain an action described in this paragraph is in addition to and does
not limit any other right of action otherwise provided in law.

(3) (A) To the extent that a public retirement System determines that empldyee
contributions to a defined benefit plan, or to a defined benefit portion of va' ilybric_i

pension plan, may be considered employer contributions for purposes of federal ta’X

law, on or after July 1, 2013, the public employer shall provide to any public 'emplo_yee .
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who is a member of the defined benefit pension plan the option to elect to participate
prospectively in a hybrid pension plan, and that election shall be irrevocable.

(B) Any election to participate in a hybrid pension plan as authorized by
subparagraph (A) shall be on a prospective basis only and shall not affect pension
benefits previously earned. A defined benefit pension plan and a defined benefit portion

of the hybrid pension plan may, to the extent applicable under the particular plan, take
| into account in calculating the amount of any previously earned pension benefits
pensionable compensation eamed after the date the public employee moves between
those plans, |

(c) The definitions in Section 7514.60 shall apply to this section.

SEC. 12. Section 7514.81 is added to the Government Code, to read:

7514.81. (a) This section applies to public employees first hired on and after

the operative date of this section. The limitations contained in this section are in addition

to other limitations and shall not provide a public employee any additional benefits or

rights beyond those granted to the public employee by other provisions of law.

(b) A defined benefit for retirement shall be calculated by multiplying the
member’s years of service c;edit by a percentage Qf the member’s final compensation
based on age at retirement.

(¢) To be entitled to make an application for service retirement, a member shall
first be credited with five years of service and attain 52 years of age for safety member
classifications and 57 years of age for all other pﬁblic employees. If the minimum age
requirements for eligibility are incréasad under the federal Social Security Act (42

U.S.C. Sec. 301 et seq.), the age reqﬁirements of this section shall increase by an equal
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number of years for any new employee hired after the operative date of the change in
 federal law.
(d) The definitions in Section 7514.60 apply to this section.
SEC. 13. Section 20090 of the Government Code is amended to read:

20090. The Board of Administration of the Public Employees’ Retirement

System is continued in existence. It consists of:

(a) The Director of Finance.
~ (b) The Director of the Department of Personnel Administration.
(c) The Controller.
(d) The-State Treasurer.
(e) zéﬂ;refﬁe%al—of—a-}i—fe—inﬁﬂfer—aﬁd-Two persons, appointed by the Governor, .

one of whom has expertise in health insurance and is not interested in a public pension

or retirement system, as described in subdivision (i), and one of whom is an elected
official of a contracting agency;appomnted-by-the-Governor.

(f) Two persons, appointed by, and to serve at the pleasure of, the Governor,

who represent the public, have financial expertise, and are not interested in a public

pension or retirement system, as described in subdivision (1).

(g) One person representing the public, appointed jointly by the Speaker of the

Assembly and the Senate Committee on Rules.

®
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(h) Six members elected under the supervision of the board as follows:

(1) Two members elected by the members of this system from the membership

thereof.

(2) A member elected by the active state members of this system from the state -

membership thereof,

(3) A member elected by and from the active local members of this system who
are employees of a school district or a county superintendent of schools.

(4) A member elected by and from the active local members of this system other
than those who are employees of a school district or a county superintendent of schools.

(5) A member elected by and from the retired members of this system.

(1) For purposes of this section. a person is interested in a public pension or

retirement system if the person or any member of the person’s immediate family (1)

1s a member of the system. (2) is eligible to receive or is receiving pension benefits or

retirement benefits from the system, (3) is a member of, or affiliated with, any employee

organization that represents employees who are eligible to receive or are receiving

pension or retirement benefits from the system, or (4) has any material financial interest

in an entity that contracts with the system.

SEC. 14. Section 20899.5 of the Government Code is amended to read:
20899.5. fa)yAn elective officer of a contracting agency that is a city, county,
or city and county shall not receive credit for service or contr_ibutiohs for credit for

service in violation of the prohibitions provided in Section 23007.5, 34095 , or 50033.
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SEC. 15. Section 20909 of the Government Code is amended to read:

20909. (a) A member who has at least ﬁve years of credited state service, may
elect, by written notice filed with the board, to make contributions pursnant to this
section and receive not less than one year, nor more than five years, in one-year
increments, of additional retirement service credit in the retirement system.

(b) A member may elect to receive this additional retirement service credit ét .
any time prior to retirement by making the contributions as specified in Sections 21050
and 21052. A member may not elect additional retirement service credit under this
section more than once.

(c) For purposes of this secﬁon, “additional retirement service credit” means
time that does not qualify as public service, military service, leave of absence, or any
other timé recognizéd for service credit by the retirement system.

(d) Additional retirement service credit elected pursuant to this section may not
be counted to meet the minimum qualifications for service or disability retirement or
for health care benefits, or any other benefits based upon years of service credited to
the member.

(e) This section only applies to the following members:

(1) A member while he or she is employed in state service at the time of the
additional retirement service credit election.

(2) A member of the éystem defined in Section 20324.

(f) For purposes of this section, “state service” means service as defined in

Section 20069.
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(g) Notwithstanding any other law, no request to purchase nonqualified service

- credit pursuant to this section may' be made after, and no purchase may be made for

the requests received after, the operative date of the act that adds this subdivision.

SEC. 16. Section 22871.1 is added to the Government Code, to read:

228’7 1.1. Notwithstanding Section 22871, an employee first hired on or after
the operative date of this section, including academic positions with the California
State University, and suwivors of any of those employees shall have an employer
contribution amount in retirement no greater than the last three-year average of the
premium formula paid onv his or her behalf as an active employee enrolled for self-alone
health benefit coverage during the benefit year to which the formula is applied multiplied
by the weighted aveérage of the health benefit plan premiums. For each enrolled family
member of a retired employee, the employer shall contribute an additional percentage
that shall be no greater than the last three year averagé of the premium formula paid
for enrolled family members when the employee was an active member, multiplied by
- the weighted average of the additional health benefit plan premiums required for
enrollment of those family members. These contribution rates shall be adjusted annually
for all retired employees. “Weighted average” as used in this section shall consist of
the four health benefit plans that had the largest state enrollment, excluding family
members, during the previous benefit year. Only the enrollment of, and premiums paid
by, state employees and annuitants enrolled in a basic health benefit plan shall be
counted for purposes of calculating the employer contribution under this section.

SEC. 17. Section 22874.2 is added to the Government Code, to read:

IR

120616764815BILL



22874.2. (a) Notwithstanding Sections 22870, 22871, 22873, and 22874, a state
employee, as defined in subdivision (c) of Section 3513, who is employed by the state
for the first time, and who becomes a state member of the system on or after January
1, 2013, may not receive any portion of the employer contribution payable for annuitants
unless the person is credited with 15 years of state service at the time of retirement.

(b) The percentage of the employer contribution payable for postretirement health
benefits for an employee subject to this section shall be based on the completed years

of credited state service at retirement as shown in the following table:

Credited Years Years of Service Percentage
Contribution of Employer
15 e etere ettt e as e e 50
L6 cerreereeiesee ettt risas e sr b by 55
17 e sa s ann g ns e nrees s 60
I8 totreeerreeresereensarrse s r s st s ranes s nenraes 65
LD ettt s en et e et 70
20 e 75
2 et aa s s e r e oo ren 80
22 reeerireereeeenera s stssen st e it oaa s et g aan s ranrees 85
23 ettt am st an e e 90
24 et se et e s e s e e 95
25 OF INOTE .ocvenmrrremrrenciereeercnrreeserecressaesverisenes 100

(c) For empléyees who retire prior to the normal retirement age the percentage
of employer contribution shall be reduced by an actuarially equivalent amount for each
year between the age at retirement and the applicable normal retirement age.

(d) This section shall apply only to state employees who retire from state service.
For purposes of this section, “state service” means service rénderéd as an employee
of the state or an appointed or elected officer of the state for CQmpensation‘

Notwithstanding Section 22826, for purposes of this section, credited state service
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includes service to the state for which the employee, pursuant to Section 2081.5 did
not receive credit.

(e) This section does not apply to:

(1) State employees previously employed before January 1, 2013, who return to
state employment on or after January 1, 2013.

(2) State employees hired prior to January 1, 2013, who were subject to Section
20281.5 during the first 24 months of state employment.

(3) State employees on an approved leave of absence employed before January
1, 2013, who retumn to active employment on or after January 1, 2013.
| (f) Notwithstanding Section 22875, this section shall also gpply to arelated state
employee who is.exempted from the definition of “state employee” in subdivision (c)

of Section 3513, and an officer or employee of the executive branch of state government

who is not a member of the civil service who met the requirements of this section when

employed by the state for the first time.

(g) If the terms of a contract, including a memorandum of understanding, between
a public employer and its public employees, that is in effect on the operative date of
this section; would be impaired by any provision of this section or by any statutory
provision referenced in this section, that provision shall not apply to the public employer
and public employees subject to that contract until the expiration of that contract. A
renewal, amendment, or any other extension of that contract shall be subject to the
reqﬁirementé of this section and the statutory provisions referenced in this sectibn.

| SEC. 18. Section.31486.35 of the Government Code is amended to r’ead;
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31486.35. (a) An active member may elect, by written notice filed with the

board before the operative date of the act that adds subdivision (h), to make contributions

pursuant to this section and to receive up to five years of service credit in the retirement

system for additional retirement credit, if the member has completed at least five years

of credited service with that retirement system.

(b) As used in this section, “additional retirement credit” means time that does
not otherwise qualify as county service, public service, military service, medical leave
of absence, or any other time recognized for service credit by the retirement systelﬁ.

(c) Notwithstanding any other provision of this chépter, service credit for
additional retirement credit may not be counted to meet the minimum qualifications
for service retirement or for purposes of establishing eligibility for benefits based on
30 years of service, additional ad hoc cost-of-living benefits based on service credit,
health care benefits, or any other benefits based upon service credit,

(d) A member who elects to‘make contributions and receive service credit for
additional retirement credit shall contribute to the retirement fund, prior to the effective
date of his or her retirement, by lump-sum payment or by installment payments over
a period not to exceed 10 years, an amount that, at the time of commencement of
purchase, in the opinion of the board and the actuary, is sufficient to not place any
additional financial burden upon the retirement system. |

(e) No rﬁember may receive service credit under this section for additional
retirement credit that he o‘r'she has not completed payment iJursuant to subdivision (d)

Abefore the effective date of his or her retirement o, if applicable, prior to the date

provided in Section 31485.7. Subject to the limitations of United States Internal Revenue
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Service regulations, a member who has elected to make payment in installments may
complete payment by lump sum at any time prior to the effective date of his or her
retirement.
(f) Sums paid by a member pursuant to this section shall be considered to be and
‘administered as contributions by the member.
(g) This section is not operative in a county until the board of supervisors, by
resolution adopted by majority vote, makes this section applicable in the county.

(h) No member without at least five vears of credited service before the operative

date of the act that adds this subdivision, or a person first hired on or after that date,

shall be permitted to make an election to receive additional retirement credit.
SEC. 19. Section 31658 of the Government Code is amended to read:

31658. (a) An active member may elect, by written notice filed with the board

before the operative date of the act that adds subdivision (h), to make contributions

pursuant to this section and to receive up to five years of service credit in the retirement
system for additional retirement credit, if the member has completed at least five years
of credited service with that retirement system.

(b) As used in this section, “additional retirement credit” means time that does
not otherwise qualify as county service, public service, milita;y service, medical leave
of absence, or any other time recognized for service credit by the retirement system.

(c) Notwithstanding any other provision of this éhapter, service credit for
additional retirement credit may not be countedv to meet the minimum qualiﬁcationé

for service or disability retirement or for pilrpo'ses of establishing eligibility for any
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benefits based on 30 years of service, additional ad hoc cost-of-living benefits based
on service credit, health care benefits, or any other benefits based upon service credit.

(d) Any member who elects to make contributions and receive service credit for
additional retiremept credit shall contribute to the retirement fund, prior to the 'effective
date of his or her retiremenﬂ by Iump—sum.payment or by installment payments over
a period not to exceed 10 years, an amount that, at the time of commencement of
plirchase, in the opinion of the board and the actuary, is sufficient to not place any
additional financial burden upon the retirement system.

(e) No member may receive service credit under this section for any additional
retirement credit for which he or she has not completed payment pursuant to subdivision
(d) before the eﬁectlve date of his or her retirement. SubJ ect to the limitations of United
States Internal Revenue Service regulations, a member who has elected to make payment
in installments may complete payment by lump sum ét any time prior to the effective
date of his or her retirement. |

() Any sums paid by a member pursuént to this section shall be considered to
be and administered as contributions by the member.

(g) This section is not operative in any county until the board of supervisors, by
resolution adopted by majority vote, makes this section applicable in the county.

(h) No member without at least five years of credited service before the operative

date of the act that adds this subdivision. or a person first hired on or after that date,
shalvl be permitted to make an election to receive additional retirement credit,

~SEC. 201 The Legislature finds and declares the following:
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(a) The security of public moneys is important to all residents of the state,
therefore it is necessary for this act to apply to the University of California.

(b) The security of public moneys and the fiscal integrity of local governmental
agencies in thi_s state, including charter cities, have a direct impact on the long-term
well-being of iaill residents of this state. Further, local governments that are impacted
by unsustainable pension obligations have difficulty providing sufficient public safety
services and place additional financial burdens on the state. Accordingly, the Legislature
finds and declares that ensuring the statewide integrity and security of local government
pension systems and ensuring the sufficiency of local public safety services are matters
of statewide concern and not a municipal affair, as that term is used in Section 5 of
Article X1 of the California Constitution. Therefore, this act shall apply to all ciﬁes,
including charter cities.

SEC. 22. The provisions of this act are severable. If any provision of this act
or its application is held invalid, that invalidity shall not affect other provisions or
applications that can be given effect without the invalid provision or application.

SEC. 23. If any section of this act is in conflict with a rﬁgmorandum of
understanding that is current and in effect on the date of the enactment of this section,
the memorandum of understanding shall be controlling while it remains in effect. Upon
expiration of the memorandum of understanding that is in effect and current on the
enactment date of this acf, this act shall be controlling and may nof be superseded by

a subsequent memorandum of understanding.
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