DEPARTMENT OF FINANCE BILL ANALYSIS
AMENDMENT DATE: June 13, 2011 BILL NUMBER: SB 807
POSITION: Neutral, note concerns AUTHOR: L. Correa
SPONSOR: Author
BILL SUMMARY: Retirement: Compensation Earnable
This bill, an urgency measure, would exclude travel and housing allowances from being included in the
computation of retirement benefits of members of the California Public Employees’ Retirement System

(CalPERS).

FISCAL SUMMARY

CalPERS indicates that they would incur minor and absorbable administrative costs associated with
updating their processes to ensure travel costs and housing allowances are excluded.

COMMENTS

The Department of Finance is neutral on this bill, but notes concern that Section 20636 (g) (3) (A) of the
Government Code includes the monetary value of housing and potentially travel under the category of
special compensation that can be included in the computation of retirement benefits. Additionally, the
amendment to prohibit travel expenses only applies to travel outside of regular duties. As a result of these
issues, this bill may not fully accomplish the author’s stated intent to exclude all housing and travel
allowances from the calculation of retirement benefits. Lastly, we note concern that exclusion of this
compensation from the calculation of retirement benefits can already be accomplished under the existing
regulatory and statutory authorities of CalPERS and the Department of Personnel Administration (DPA).

The author indicates the primary target of this bill is employees of the Military Department that collect
significant travel and housing allowances that are included in the calculation of retirement benefits. DPA
indicates that the Military Department had until recently been reporting compensation including travel and
housing allowances under a single category. Because of this, CalPERS was not aware that travel and
housing allowances were being included in the calculation of retirement benefits. Since this erroneous
reporting of compensation has been brought to light, the Military Department, CalPERS, and DPA have
been working on ensuring that the retirement benefits of Military Department employees are properly
calculated.

Aside from the conflicting statutes that this bill would create and CalPERS’ and DPA’s existing statutory and
regulatory authority to exclude specified compensation from the computation of retirement benefits, the
intent of this bill is generally consistent with the Governor’s pension reform proposals under development.
Existing law:

* Defines compensation that may be included in the computation of retirement benefits.

* Allows the state employer, through laws and collective bargaining agreements, to determine what

forms of compensation can be included in the computation of retirement benefits, subject to specified
CalPERS approval.
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COMMENTS (continued)

This bill would add travel and housing allowances to the list of compensation excluded from the computation
of retirement benefits of CalPERS members. This bill includes urgency language based on the stated need
to eliminate inflated retirement benefits as soon as possible in response to the state’s fiscal crisis and the
fiduciary responsibility to tax payers.
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