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Urgency:  No	State Mandated Local Program:  No	Reimbursable:  No
SUMMARY:
This bill makes various changes, effective not later than July 1, 2027, to the Teacher’s Retirement Law, including changes related to creditable compensation, creditable service, and the reporting of compensation.
Specifically, this bill:  
1) Amends the definition of creditable service to include any service in a position subject to CalSTRS membership.
2) Consolidates certain creditable compensation definitions and defines pay types.
3) Credits certain supplemental pay to a teacher’s Defined Benefit Supplemental package and eliminates a requirement to return excess teacher contributions from a teacher’s Defined Benefit Supplemental package, therefore keeping those contributions in a teacher’s account.
FISCAL EFFECT:
1) One-time technology costs of between approximately $1 million and $2 million to update CalSTRS’ administrative and financial systems to fulfill the requirements of this bill.
2) One-time costs to update training and internal processes to implement this bill at CalSTRS. CalSTRS anticipates long-term cost savings to the extent this bill reduces workload and costs related to reporting errors, adjustments, and recovery of overpayments.
3) Ongoing General Fund costs of up to $5 million, for increased state contributions to CalSTRS. Costs ultimately would depend on the number of members affected by changes imposed by this bill.
4) Ongoing Proposition 98 General Fund costs of up to $15 million annually statewide to local educational agencies for increased employer contributions to CalSTRS. Costs ultimately would depend on the number of members affected by changes imposed by this bill.
5) Potential Proposition 98 General Fund cost savings to local educational agencies associated with various efficiencies in local reporting to CalSTRS. Specifically, CalSTRS indicates this bill likely will result in less administrative burden, fewer corrections and audit findings, and lower employer costs for the penalties and interest employers must sometime pay for reporting errors. 
COMMENTS:
1) Purpose. According to CalSTRS, the sponsor of this bill:
After working with various member and employer groups to identify the biggest challenges associated with these pension plan components, this bill is a consensus-based approach to address the issues relating to complex compensation and service requirements and achieve more consistent reporting, fewer errors and a reduction in benefit overpayments and underpayments.
2) Background. CalSTRS administers the state’s teacher retirement program to certificated school employees. Two programs administered by CalSTRS pertinent to this bill are the Defined Benefit program and the Defined Benefit Supplement program. CalSTRS’ Defined Benefit program provides a retirement benefit each month to qualified educators. CalSTRS’ Defined Benefit Supplement program cash balance plan provides additional savings for retirement to qualified educators. Funds come from compensation earned from service in one school year in excess of one year of service credit and limited-term salary increases. At retirement, a retired teacher can elect how to receive the funds in the program though an annuity, a lump-sum distribution or a combination of the two.
Benefits provided to teachers upon retirement through the Defined Benefit program and the Defined Benefit Supplement program are calculated based on several variables, including information related to compensation and service credit. A teacher’s employer reports this information to CalSTRS. 
According to CalSTRS, the aforementioned requirements are very complex and have led to employer reporting errors, which have resulted in impacts to retired teachers’ benefit packages, including benefit overpayments and underpayments. Moreover, CalSTRS staff find it difficult to provide consistent guidance to employers due to ambiguities and undefined terminology in law and regulations. 
This bill seeks to amend law to address various issues related to compensation and service credit reporting.
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