AMENDED IN SENATE APRIL 16, 2002

SENATE BILL No. 1536

Introduced by Senator Soto

February 20, 2002

Anr-actto-amend-Seetion20150-efthe-Geverament-Code~+elating to
public-employees—retiremeniAn act to amend Sections 20178 and
21328 of, and to repeal and add Section 21337 of, the Government
Code, relating to public retiree benefits.

LEGISLATIVE COUNSELS DIGEST

SB 1536, as amended, Sote—RPublic-empleyees—retireimdiic
retiree benefits: purchase power protection

Existing law requires that specified funds within the Public
Employees’ Retirement Fund be transferred to a supplemental account
to be used to increase monthly allowances paid by the Public
Employees’ Retirement System up to 75% of their initial purchasing
power, as specified.

This bill would provide that those monthly allowances paid with
respect testate members, who aretired or retireprior to July 3, 2003,
and school members shall be increased to 80% of their initial
purchasing power. The bill would also eliminate the transfer to the
supplemental account for purposes of those increases and would
instead provide that these benefit mases shall be paid with employer
assets, as specified.

FhePublic-EmpleyeesRetirement-Lawrequiresthebeard-of the
' thc—Empleyees—Rememem—Sys%em—te—abide—QFspeemed—ﬁduC.ary

Jihls—bm-wemdﬂqqake—a—teehmeal—nensubs%aﬂmm—eh&nge—te those
proevisiens.
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Vote: majority. Appropriation: no. Fiscal committee- yes
State-mandated local program: no.

OCO~NOUITRA,WNE

The people of the State of California do enact as follows:

SO Seoban DOMEO o dle Coveromaprt Carc g

SECTION 1. Section 20178 of the Government Code is
amended to read:

20178. (a) The board shall credit all contributions of
members in the retirement fund with interest at an interest
crediting rate of 6 percent compounded at each June 30. The
retired member reserves in the retirement fund shall be credited
with the lesser of the current actuarial interest rate or the current
annual interest rate compounded at each June 30. The interest
amountthat would have been credited to the member’s account on
and after June 30, 1991, had the account been credited with the
lesser of the current actuarial interest rate or the current annual
interest rate, rather than at the 6-percent interest crediting rate,
shall be credited to retired member reserves.

e)-Notwithstanding-subelivisiorsu blelSlon(a)ﬂHel—(h) if the
current net earnings rate-for-state-er-seheehHmenbaseds the

interest rate used to credrt—the—retlredmber accounts-efstate or

Seetion—21337 the remaining amounts shall be credited to
employer accounts.

{eh

(c) The current annual interest rate may be lower than the
current actuarial interest rate.

SEC. 2. Section 21328 of the Government Code is amended to
read:
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21328. (a) Imaddition to the increase in allowance authorized
and granted pursuant to Section 21313, and notwithstanding the
limitation on that increase imposed by this article-anrd-sabdivision
b)y—ef Section 21337 er—subdivision—{a)-of-Seectidh337.1,
effective January 1, 2000, or the date this section becomes
applicable to the contracting agency, the monthly allowance paid
with respect to a state, local, or school member who retired or died
prior to January 1, 2000, or the date this section becomes
applicable to the contracting agency, other than an allowance
provided by Article 3 (commencing with Section 21570) of
Chapterl4, shall be increased by the percentage set forth opposite
the year of retirement or death in the following schedule:

Period during which retirement

or death occurred: Percentage:
24 months ending Dec. 31, 1999 0.0%
12 months ending Dec. 31, 1997 1.0%
24 months ending Dec. 31, 1996 2.0%
60 months ending Dec. 31, 1994 3.0%
60 months ending Dec. 31, 1989 4.0%
120 months ending Dec. 31, 1984 5.0%
12 months ending Dec. 31, 1974
or earlier 6.0%

The percentage shall be applied to the allowance payable on
January 1, 2000, or the date this section becomes applicable to the
contractingagency, and the allowance as so increased shall be paid
for time on and after that date and until the first day of April
immediatelyfollowing the date of application. The base allowance
shall be the allowance as increased under this section.
Netwithstanding-Seetion2133+-er21337-1-to-the-eontrary, this
The increase shall not be included in determining the initial
monthly allowance upon which a supplemental benefit is payable
pursuant to Section 21337 or 21337.1.

(b) This section shall not apply to any contracting agency
unless and until the agency elects to be subject to its provisions by
amendment to its contract, made in the manner prescribed for
approval of contracts, or, in the case of contracts made after the
effective date of this section, by an express provision in the
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contract making the contracting agency subject to the provisions
of this section.
SEC. 3. Section 21337 of the Government Code is repealed.

2133+ —{(a)Onanannualbasis;the-beard shalHtranster funds

SEC. 4. Section 21337 is added to the Government Code, to
read:

21337. (a) Beginning January 1, 2003, and annually
thereafter, all monthly allowances paid by the system to retirees,
survivors, or beneficiaries of state or school employers shall be
increased to 80 peent of the purchasing power, as determined by
the board, of the initial monthly allowances, except for the monthly
allowances specified in subdivision (b).

(b) All monthly allowances paid by the system to state
employees, agefined in subdivision (c) of Section 3513, wéioe
on or after July 3, 2003, and to survivors and beneficiaries of those
state members and retirees, shall be éased to 75 percent of the
purchasing power, as determined by the board, of the initial
monthly allowances.
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(c) Thecost of the increase in allowances paid pursuant to this
section shall be paid from the same assets of the employer used in
the determination of each employer contribution rate for each
membership classification under which service was credited that
affects the allowance calculation of the retirees, survivors, or
beneficiaries.
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