Public Pension Reform (AB 340 and AB 197): A Primer
II. Action Steps Agencies Should Consider before Jan. 1, 2013
1) Identify Current Employees


Current employees include employees who are, or will be, members of the agency's retirement
system (CalPERS, or another) by Dec. 31, 2012.



Establish a recordkeeping system to identify each current employee in the future so needed
information can be provided to CalPERS or any other retirement system, future employers, and
each employee.



Consider notifying current employees about the effects of AB 340 on them.



Implement new lower tier benefits before 2013 (by bargaining where appropriate).

2) Identify New Hires and Determine Retirement Contributions


New hires include every employee hired after 2012.



Establish a recordkeeping system to identify each new employee and each new member to
provide needed information to CalPERS, etc.



Draft a questionnaire for each new hire to complete during the hiring process to determine if he
is a "new employee" or "new member," with special focus on whether he has reciprocity with
another retirement system.



Draft a summary of the new pension rules for new members. While CalPERS or other
retirement systems should make this available, there will be differences affecting each agency
such as cost sharing.



From CalPERS or other retirement systems, determine the "normal cost" for the new AB 340
benefit and the portion of that cost that will be paid by the employee. This normal cost is not
the same as the employer's normal cost that is shown on the current actuarial reports provided
by CalPERS to agencies.



Determine whether any existing memorandum of understanding (MOU) would be "impaired" if
the new 50 percent of normal cost member contribution is required of new members.



Program the agency's payroll system (or notify the payroll vendor) to take into account any
changes to the extent that new members' contributions are different than those of current
members.
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3) Considerations for Affected Retirees Returning to Work Before 2013


Determine whether the 180‐day gap rule applies to employees who retired before 2013. This
may require advice of counsel. However, CalPERS may issue rules on this issue before 2013.



If CalPERS determines that the 180‐day gap applies to retirees who return before 2013,
determine on a case‐by‐case basis whether (1) they meet the 180‐day gap rule, or (2) the 180‐
day gap rule does not apply because they are exempt safety employees.



If the 180‐day gap applies, notify each affected employee of this rule, determine when each will
cease providing services (no later than Dec. 31, 2012), determine when the 180‐day gap will be
met, and notify the employee and hiring manager of this date. Ensure that termination of
services occurs when required.

4) Establish a Process for Retirees who return to Work after Dec. 31, 2012


Establish a recordkeeping system to identify and track each retiree's 180‐day gap.



Determine, on a case‐by‐case basis, when the 180‐day gap rule begins and when it ends.



Establish a process in the hiring system to ensure that the 180‐day gap rule is met.



Establish a process to avoid third‐party contract arrangements to end‐run this rule.



Establish a system to ensure that each of the return to work rules is met for each re‐hired
retiree including the 960‐hour rule and the rate of pay rule.

5) Report Pensionable Compensation for New Members


Program the agency's payroll system (or notify the payroll vendor) to report to CalPERS or other
retirement systems only compensation for new members that is "pensionable compensation"
under AB 340.

6) Determine “Significant” Compensation Increases for Unrepresented Members


Establish a process to determine whether an increase in compensation is "significant" and will
increase the agency's cost because of the effect on prior employer's plans.

7) Report Convicted Felons


Establish a process to determine if an employee (or prior employee) is convicted of a felony
requiring forfeiture of benefits under AB 340.



Establish a process to notify CalPERS or other retirement systems of the conviction within 90
days of the conviction. Failure of the prosecuting agency to notify the employing agency does
not excuse the employer's failure to notify the retirement system.
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8) Amend Replacement Benefit Plans and Supplemental Defined Benefit Plans


If the agency has its own replacement benefit plan (RBP), amend the plan no later than Dec. 31,
2012 to exclude new members from participation.
o Consider amending the RBP before 2013 to include new groups.



If the agency has a supplemental defined benefit plan, amend the plan no later than Dec. 31,
2012 to exclude from participation new members.
o Consider amending the RBP before 2013 to include new groups
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