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The Honorable Gavin Newsom
Governor, State of California
1021 O Street, Suite 9000
Sacramento, CA 95814

RE:	AB 1383 (McKinnor) Public Employees’ Retirement Benefits.		
		As Enrolled – REQUEST FOR VETO

Dear Governor Newsom,

On behalf of COUNTY, we write to respectfully request your veto of Assembly Bill (AB) 1383. This bill would make several significant changes to public employees’ retirement benefits that would significantly raise pension costs for the county. 

PEPRA was designed to address a crisis for public employee pension costs and sustainability. The law was a major step in helping public agencies better manage future pension costs and prevent the California Public Employees Retirement System from sliding into insolvency. AB 1383 would upend some of the critical reforms put in place by PEPRA and undermine the core principles of that law.  

Specifically, AB 1383 would: 
· Increase the pensionable compensation cap for any member with compensation above the current limit; 
· Reduce the retirement age for public safety members from 57 to 55 prospectively; and
· Add a 4th safety tier that is 3% @ 55, prospective and subject to bargaining.

Through these changes, the bill would dramatically increase state and local pension obligations and undo critical pension reform. 

AB 1383 increases mandated costs without a way for public agencies to absorb them. The high costs of this bill comes at a time of severe fiscal uncertainty. Much like the state, local agencies are facing budget challenges, as revenues are not keeping pace with the costs of delivering services or new mandates and are facing significant loss of resources and heightened responsibilities due to passage of H.R. 1. AB 1383 would create new cost pressures, leading to serious cost increases for local government that could further heighten these budget pressures. 

While this bill may be prospective, agencies have already been authorizing salary increases since the passage of PEPRA under the assumption that the cost of benefits would remain in line with current PEPRA law. The prospective costs would likely cause an immediate financial strain on our county. [INCLUDE COST ESTIMATES OR DATA SPECIFIC TO COUNTY]

Local government decision makers and public agency department heads have been implementing innovative ways to try to boost recruitment and retention and would welcome additional state support and resources for these efforts. [INCLUDE SPECIFICS OF WHAT COUNTY HAS DONE] However, adding another unfunded mandate on public agencies will not solve any recruitment and retention challenges. It is critical that our pension policy offers sustainable retirement benefits to public agency employees while at the same time ensuring that public agencies have solid retirement benefits to attract and retain highly talented employees. 

By increasing the cost of these benefits, AB 1383 would result in less money for salary increases, which could therefore harm future recruitment efforts. Additionally, the changes in this bill could result in labor unrest by furthering the equity issues between safety and non-safety employees. Because AB 1383 would increase the total normal cost for the affected plans, PEPRA employee contribution rates increases could increase as well to reach half of the new normal cost. This would mean that some PEPRA employees making under the pensionable compensation cap may have to pay more to CalPERS out of their check while not seeing a benefit from the increased pensionable compensation cap. 

Unfortunately, pension costs for many California public agencies continue to be a challenge, threatening the delivery of basic public services, compromising general fund budgets and, indeed, posing a long-term fiscal challenge to the State itself. [INCLUDE EXAMPLES] That is why it is increasingly important that any change to the system be sustainable, fair to taxpayers and employees, and provide long-term financial stability. 

Our county is committed to ensuring competitive benefits for public servants while maintaining the fiscal integrity of critical local services. However, this bill would not protect the fiscal integrity of public agencies and would send public agencies and our pension funds in the wrong direction. 

For these reasons, COUNTY respectfully requests your veto of AB 1383. 
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		Sincerely,

		NAME/TITLE







		CC:	The Honorable Tina McKinnor, California State Assembly
		
