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PROPOSED ACTION ON
REGULATIONS

Information contained in this document is
published as received from agenciesand is
not edited by Thomson Reuters.

TITLE 2. FAIR POLITICAL PRACTICES
COMMISSION

NOTICE ISHEREBY GIVEN that the Fair Political
Practices Commission, pursuant to the authority vested
init by Sections 82011, 87303, and 87304 of the Gov-
ernment Code to review proposed conflict of interest
codes, will review the proposed/amended conflict of in-
terest codesof thefollowing:

CONFLICT OF INTEREST CODES

AMENDMENT

MULTI-COUNTY: AngiolaWater District
WestlandsWater District
YucaipaValley Water District

A written comment period has been established com-
mencing on June 14, 2013 and closing on July 29,
2013. Written comments should be directed to the Fair
Political Practices Commission, Attention Adrienne
Tackley, 428 J Street, Suite 620, Sacramento, California
95814.

At the end of the 45—-day comment period, the pro-
posed conflict of interest code(s) will be submitted to
the Commission’s Executive Director for his review,
unless any interested person or his or her duly autho-
rized representativerequests, no later than 15 daysprior
to the close of the written comment period, a public
hearing beforethe full Commission. If apublic hearing
is requested, the proposed code(s) will be submitted to
theCommissionfor review.

The Executive Director of the Commission will re-
view the above—referenced conflict of interest code(s),
proposed pursuant to Government Code Section 87300,
which designate, pursuant to Government Code Section
87302, employees who must disclose certain invest-
ments, interestsinreal property andincome.

The Executive Director of the Commission, upon his
or itsown motion or at therequest of any interested per-
son, will approve, or revise and approve, or return the
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proposed code(s) to the agency for revision and re—
submissionwithin 60 dayswithout further notice.

Any interested person may present statements, argu-
ments or comments, in writing to the Executive Direc-
tor of the Commission, relative to review of the pro-
posed conflict of interest code(s). Any written com-
ments must bereceived no later than July 29, 2013. If a
public hearing is to be held, oral comments may be
presented tothe Commission at thehearing.

COST TO LOCAL AGENCIES

There shall be no reimbursement for any new or in-
creased costs to local government which may result
from compliance with these codes because these are not
new programs mandated on local agencies by the codes
sincethe requirements described herein were mandated
by the Political Reform Act of 1974. Therefore, they are
not “ costs mandated by the state” asdefined in Govern-
ment Code Section 17514.

EFFECT ON HOUSING COSTS
AND BUSINESSES

Compliance with the codes has no potential effect on
housing costs or on private persons, businesses or small
businesses.

AUTHORITY

Government Code Sections 82011, 87303 and 87304
provide that the Fair Political Practices Commission as
the code reviewing body for the above conflict of inter-
est codes shall approve codes as submitted, revise the
proposed code and approve it as revised, or return the
proposed codefor revision and re-submission.

REFERENCE

Government Code Sections 87300 and 87306 pro-
vide that agencies shall adopt and promulgate conflict
of interest codes pursuant to the Political Reform Act
and amend their codes when change is necessitated by
changed circumstances.

CONTACT

Any inquiries concerning the proposed conflict of in-
terest code(s) should be madeto Adrienne Tackley, Fair
Political Practices Commission, 428 J Street, Suite 620,
Sacramento, California 95814, telephone (916)
322-5660.
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AVAILABILITY OF PROPOSED CONFLICT OF
INTEREST CODES

Copiesof the proposed conflict of interest codes may
be obtai ned from the Commission offices or the respec-
tive agency. Requestsfor copies from the Commission
should be made to Adrienne Tackley, Fair Political
Practices Commission, 428 J Street, Suite 620, Sacra-
mento, California95814, telephone (916) 322-5660.

TITLE 2. PUBLIC EMPLOYEES
RETIREMENT SYSTEM

NOTICE ISHEREBY GIVEN that the Board of Ad-
ministration (Board) of the California Public Em-
ployees' Retirement System (CalPERS) proposes to
take the regulatory action described below inthe Infor-
mative Digest after considering public comments, ob-
jections, or recommendations regarding the proposed
regul atory action.

. PROPOSED REGULATORY ACTION

In thisfiling, the Board proposes the amendment to
section 579.2 to add subdivision (b), and the addition of
sections 579.3, 579.21, 579.22, and 579.25, under the
Article 6, “2013 Public Employees Pension Reform
Implementation,” of the California Code of Regula-
tions (CCR). By proposing theseregulationsin thisAr-
ticle, CalPERS seeks to implement, administer, inter-
pret, and make certain the provisions contained within
Assembly Bill (AB) 340 (Stats. 2012, Ch. 296) known
as the California Public Employees’ Pension Reform
Act (PEPRA) of 2013 and the related pension reform
changes to the Public Employees’ Retirement Law
(PERL) andtheL egislators RetirementLaw (LRL).

1. WRITTEN COMMENT PERIOD

Any interested person may submit written comments
relevant to the proposed regulatory action. The written
comment period has been established commencing on
June 14, 2013 and closing on July 29, 2013 at 5:00 p.m.
The Regulation Coordinator must receive al written
comments by the close of the comment period. Com-
ments may be submitted viafax at (916) 795-4607; E—
mail at PEPRA_Regulations@CalPERS.CA.GOV or
mailedtothefollowing address:

ChristinaNutley, Regulation Coordinator
CdliforniaPublic Employees’ Retirement System
PO.Box 942702

Sacramento, CA 94229-2702

Phone: (916) 795-2397
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1. PUBLIC HEARING

A public hearing will not be scheduled unlessan in-
terested person, or hisor her duly authorized represen-
tative, submits awritten request for a public hearing to
CalPERS no later than 15 days prior to the close of the
written comment period.

IV. ACCESS TO HEARING ROOM

The hearing room will be accessible to persons with
mobility impairments, and it can be made accessible to
persons with hearing or visual impairments upon ad-
vancerequest to the CalPERS Regul ation Coordinator.

V. AUTHORITY AND REFERENCE

California Government Code section 7522.02 pro-
vides that the PEPRA provisions (Government Code
sections 7522 through 7522.74) shall apply to all speci-
fied public retirement systems, including CalPERS.
Specifically, Government Code section 7522.02(a)(1)
provides in part that, “ Notwithstanding any other law,
except asprovidedinthisarticle, onand after January 1,
2013, thisarticleshall apply to all state andlocal public
retirement systemsandto their participating employers,
including the Public Employees’ Retirement System.”

Additional pension reform changes undertaken by
AB 340 to the PERL (Government Code sections
20281.5, 20516, 20516.5, 20677.96, 20683.2, 20791,
21076, 21076.5, and 21400) and the LRL (Government
Code sections 9355.4 through 9355.45) must be admin-
istered by the Board pursuant to existing provisionsin
the PERL (Government Code sections 20000 et seq.)
and in the LRL (Government Code sections 9350 et
seg.). The Board's authority to propose an amendment
to section 579.2 and to add the proposed regulations
sections 579.3, 579.21, 579.22, and 579.25 to the CCR
derivesfromthe Board's plenary authority and fiducia-
ry responsibility over the assets of the public retirement
system and exclusive responsibility to administer the
System in amanner that will assure prompt delivery of
benefits and related services to the members and their
beneficiaries, pursuant to the California Constitution
(Section 17 of Article XVI) and in accordance with the
PERL (California Government Code Title 2, Division
5, Part 3, sections 20120-20124). The proposed regul a-
tions implement, interpret, and make specific several
provisionsof the PEPRA.

VI. INFORMATIVE DIGEST/POLICY

STATEMENT OVERVIEW

Asaresult of the pension reform legislation that be-
cameeffectiveJanuary 1, 2013, CalPERS proposesfive
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regulations (which includes the amendment to one pre-
viously approved proposed regulation) that interpret
and implement certain provisionsinthe pension reform
statutes. CalPERS has received many questionsrelated
to the pension reform legidlation which highlighted the
need to pursueregul ationsfor certain termsand phrases
and to establishformal proceduresfor certain processes
related to pension reform. The proposed regulationsin
thisregulatory action interpret key phrases and certain
processes that Cal PERS finds necessary for the imple-
mentation of the new pension reform laws. These pro-
posed regulations will provide clarity and ensure uni-
formity in the application of key pension reform stat-
utesfor CalPERS, its members, and Cal PERS—covered
employers. The proposed regulations will also ensure
that individuals are properly enrolled into CaPERS
membership from the beginning of their employment so
that proper contributions are collected from employees
and their employers, and will help ensure that the cor-
rect level of benefitswill be provided to these members
at thetime they retire. Additionally, the proposed regu-
lations make clear the various processes that will be
used by CaPERS to implement the pension reform
laws which should make CalPERS administration of
thesenew statutesmoreefficient.

These proposed regul ationsare not inconsi stent or in-
compatible with existing law or existing state regula-
tions. Thereare no other comparable existing Statereg-
ulations that address the topics at issue here and there-
fore pursuant to Government Code section 11346.5,
subdivision (a), paragraph (3)(D) there are no other
comparableexisting regulations.

The proposed addition of subdivision (b) to section
579.2 tothe CCR providesclarificationtotheterm “re-
tirement plan” as that term is used in PEPRA but not
statutorily defined. Theterm “retirement plan” shall in-
cludeall benefitsasthat term isdefined by Government
Code section 20020 and “optional benefits’” which are
additional benefits as established by the PERL that
agencies may offer employees. In Government Code
section 20020, “benefit” is defined as the “retirement
allowance, basic death benefit, limited death benefit,
specia death benefit, any monthly allowancefor survi-
vorsor amember or retired person, the insurance bene-
fit, the partial disability retirement program payments,
or refund of accumulated contributions.” The optional
benefits exist in numerous sectionsin the PERL (Gov-
ernment Code sections 20000 et seg.), and may be pro-
vided to employees either by contract amendment
(through the Government Code section 20474 amend-
ment process), by resolution (as provided for Employer
Paid Member Contributions through regul ation section
569), or by statute.

The proposed addition of section 579.3 to the CCR
clarifies the term “subject to reciprocity” as the term
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will beinterpreted by CalPERS and the procedureto be
used by CaPERS—covered employers to determine
whether membersare” new members’ therefore subject
to PEPRA (Government Code section 7522.04(f)) or
“classic members’ subject to the PERL (2 C.C.R. sec-
tion 579.1) to implement pension reform and to admin-
ister the System. At a minimum, “reciprocity” means
recognition by CalPERS of amember’s payrate during
aperiod of service asamember of the other public re-
tirement system for purposes of computing final com-
pensation upon retirement. The proposed language of
section 579.3 further clarifies that “reciprocity” is es-
tablished by statute or by an agreement between Cal-
PERS and the other public retirement system, whichin-
cludes agreements between CalPERS and the Califor-
niaState Teachers Retirement System, theL egislators
Retirement System, the Judges Retirement System I,
theJudges' Retirement System 1, and the University of
California Retirement Plan. “Subject to reciprocity”
meansthat, onthe“ applicabledate,” anindividual isel-
igiblefor reciprocity pursuant to thetermsof astatute or
reciprocity agreement towhich CaPERSisaparty, pro-
vided he or she did not have abreak in service of more
than six monthsimmediately preceding the“ applicable
date.” “Applicable date” for purposes of this section,
shall mean the individual’s appointment date for the
most recent employment resulting in active member-
ship in CaPERS; the “applicable date” may be a date
later than the individual’s original CalPERS member-
ship date, such aswhen an individual was employed by
a CaPERS covered employer prior to being amember
of thereciprocal retirement system.

Section 579.3 further clarifies that to be “subject to
reciprocity,” anindividual need not have made an affir-
mative election to invoke reciprocity rights at such
time, nor must theindividual actually exercisethereci-
procity rights when he or she retires. Lastly, the pro-
posed language of section 579.3 outlines the procedure
that shall beused to determinewnhether anewly hiredin-
dividual is* subject to reciprocity” pursuant to Govern-
ment Code sections 7522.02(c) and 7522.04, and the
proposed regulation also provides alist of information
that the newly hired individual must provide to his or
her employer to assist CalPERS in making such adeter-
mination, and states that the information shall be re-
tained by theemployer.

The proposed addition of section 579.21 to the CCR
seeksto clarify how CaPERS will determine the fina
compensation amountsfor new membersasrequired by
Government Code section 7522.32. Section 7522.32
establishes a 36—month final compensation period for
new members and Government Code section 7522.10
caps the amount of pensionable compensation that can
be used for the purposes of cal culating retirement bene-
fits for new members. Read together, these provisions
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therefore require CalPERS to establish the process it
will useto calculate fina compensation for new mem-
bers. Under the process articulated in the proposed reg-
ulation, CalPERS will determine the new member’sfi-
nal compensation by calculating the member’stotal fi-
nal compensation and divideit by threeto represent the
annual average of the member’s total final compensa-
tion over the three year period; CalPERS will usethree
years instead of thirty—six months because final com-
pensation is calculated on an annual basis and not
monthly.

The proposed addition of section 579.22 to the CCR
seeksto clarify the process to be used to limit pension-
able compensation and associated contributions for
“new members.” Government Code section 7522.10(a)
requires each public retirement system to modify its
plan to comply with the requirements of Government
Code section 7522.10. Thisregulation seeksto accom-
plish that requirement. Government Code section
7522.10 establishes capson the amounts of pensionable
compensation that can be used to calculate retirement
benefits for new members. It aso requires retirement
systems to adjust the cap on January 1st each year as
provided for inthestatute. Thefinal compensation peri-
od (as provided for in Government Code section
7522.32) for a new member will span either the
36—month period immediately preceding the member’s
retirement date, or the 36—month period resulting in the
highest pensionable compensation, if different. Since
the 36—month period typically begins on a date other
than January 1, CalPERS must establish the process to
be used for determining the caps on pensionable com-
pensation for new members so that the member’s fina
compensation can beappropriately cal cul ated.

The method in this proposed regulation section
579.22 works in tandem with the proposed regulation
section 579.21 above regarding the calculation of final
compensation. Under the processarticulated in the pro-
posed regulation: if the 36—month final compensation
period spans four (4) calendar years (where the period
begins on a date other than January 1st), one hundred
percent (100%) of the pensionable compensation cap
will be applied for each of the two full calendar years
within the 36-month period. For thetwo portionsof the
remaining calendar years within the 36-month period,
CalPERS will take the maximum pensionable com-
pensation cap for the particular calendar year, and mul-
tiply the cap by afraction (which isthe number of days
of the final compensation period that falls within that
calendar year divided by thetotal number of daysof that
calendar year). Theresulting amount will bethe portion
of the pensionable compensation cap that applies for
purposes of determining a new member’s final com-
pensation calculation according to the method de-
scribed in proposed regul ation section 579.21. Thisin-
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terpretation provides the highest possible final com-
pensation for the new member based on actual contribu-
tionsmadetotheretirement system.

The proposed addition of section 579.25 to the CCR
seeks to implement CaPERS interpretation of the
meaning of the phrase “public safety officer” (as the
term is used in Government Code section 7522.56
(f)(4)) for the purpose of determining which retirees
may be eligible for the exception to the 180-day wait
period for post—retirement employment. The proposed
regul ation defines the phrase “ public safety officer” to
include al peace officers identified in Government
Code section 3301 for purposes of the exception to the
180—day wait period required by PEPRA for post—e-
tirement employment. Government Code section 3301
defines the scope of the term “ public safety officers’ in
the Public Safety Officers Procedural Bill of RightsAct
(Gov. Codesections3000-3313).

VIl. EFFECT ON SMALL BUSINESS

The proposed regulatory action does not affect small
business because it applies only to CalPERS—covered
employersand Ca PERSmembers.

VIII. DISCLOSURES REGARDING THE
PROPOSED REGULATORY ACTION

MANDATE ON LOCAL AGENCIES AND
SCHOOL DISTRICTS: The proposed regulatory
action doesnot impose mandateson local agencies
and school districts.

COSTS OR SAVINGS TO ANY STATE
AGENCY: State agencies may incur minimal
coststo implement internal processesin support of
these proposed regul ations. However, at thispoint,
CaPERS is unable to determine 1) the extent of
theimpacts, if any, that may specificaly ariseasa
result of the proposed regulatory action; 2)
whether theworkload impactsmight resultin costs
or savings to any State agency; or 3) whether the
State agencies may be able to absorb these
impacts, if any, with existing resources.

COSTS TO ANY LOCAL AGENCY OR
SCHOOL DISTRICT: Though the proposed
regulatory action may result in minimal costs
associated with complying with the proposed
regulations to local agencies or school districts
that participate in CaPERS, the proposed
regulatory actiondoesnot resultin costsor savings
for any local agency programor school district that
would qualify for reimbursement under
Government Codesection 17500, et seq.
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D. NONDISCRETIONARY COSTS OR SAVINGS
IMPOSED ON LOCAL AGENCIES: The
proposed regulatory action does not impose
nondiscretionary costs or savings on loca
agencies.

E. COSTSORSAVINGSIN FEDERAL FUNDING
TO THE STATE: The proposed regulatory action
will not resultin costsor savingsinfederal funding
tothe Stateof California.

F. ADVERSEECONOMICIMPACT: Theproposed
regulatory action will not have a significant
statewide adverse economic impact directly
affecting businesses including the ability of
businessin Californiato complete with businesses
in other states. CaPERS relied upon the plain text
of the statutes and the proposed regulations to
makethisdetermination.

G. COST IMPACT ON REPRESENTATIVE
PRIVATE PERSONS OR BUSINESSES:
CalPERS is not aware of any cost impacts that a
representative private person or business would
necessarily incur in reasonable compliance with
the proposed regulatory action because the
pension reform laws and the proposed regul atory
action only apply to CaPERS, CalPERS—covered
employersand CalPERSmembers.

H. RESULTS OF THE ECONOMIC IMPACT
ANALY SIS: The proposed regulatory action will
not: (1) create or eliminate jobs within California;
(2) create new businesses or eliminate existing
businesses within California; (3) affect the
expansion of businesses currently doing business
within California; or (4) affect the health and
welfare of California residents, worker safety, or
thestate’senvironment.

I.  EFFECT ON HOUSING COSTS: The proposed
regulatory action hasno effect on housing costs.

IX. CONSIDERATION OF ALTERNATIVES

TheBoard must determinethat no reasonableaterna-
tive considered by the Board, or that has otherwisebeen
identified and brought to the attention of the Board,
would be more effectivein carrying out the purpose for
which theregulatory action is proposed, or would be as
effective as, and less burdensome to, affected private
persons than the proposed action, or would be more
cost—effective to affected private persons and equally
effective in implementing the statutory policy or other
provision of law. The Board invites interested persons
to present statementsor argumentswith respect to alter-

natives to the proposed regulations at the above—-men-
tioned public hearing or during thewritten comment pe-
riod.

X. CONTACT PERSON

Please direct inquiries concerning the substance of
the proposed regulatory actionto:

ReneeOstrander,

PEPRA Implementation Coordinator
CaliforniaPublic Employees Retirement System
PO.Box 942715
Sacramento, CA 94229-2715
Telephone: (916) 795-7373
Fax: (916) 795-2330
E—mail: Renee.Ostrander @cal pers.ca.gov

Please direct requests concerning the processing of
this regulatory action to Christina Nutley, Regulation
Coordinator, at theaddressshown abovein Sectionl|.

X1.  AVAILABILITY OF STATEMENT
OF REASONS AND TEXT OF
PROPOSED REGULATIONS

The entire rulemaking file isavailable for public in-
spection through the Regulation Coordinator at the ad-
dress shown in section 1. To date, the file consists of
thisNotice, the proposed text of theregulations, the Ini-
tial Statement of Reasons (ISOR), and the Economic
Impact Assessment. A copy of the proposed text, the
ISOR, and the Economic Impact Assessment is avail-
able at no charge upon telephone or written request to
the Regulation Coordinator. The Final Statement of
Reasons can be obtained, onceit has been prepared, by
written request to Christina Nutley, Regulation Coordi-
nator, at theaddressshown abovein Section||.

For immediate access, theregul atory material regard-
ing this action can be accessed at CalPERS' website at
WWWw.cal pers.ca.gov.

The Board may, on its own motion or at the recom-
mendation of any interested person, modify the pro-
posed text of the regulations after the public comment
periodcloses.

If the Board modifiesitsregulatory action, it will pre-
pare acomparison of the original proposed text and the
modificationsfor an additional public comment period
of not less than 15 days prior to the date on which the
Board adopts, amends, or repeals the resulting regula-
tion. A copy of the comparison text will bemailed to all
personswho submitted written commentsor askedto be
kept informed as to the outcome of this regulatory
action.






