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ASSEMBLY THIRD READING 

AB 1667 (Cooper) 

As Amended  May 19, 2022 

Majority vote 

SUMMARY 

Prescribes various requirements in connection with audits of public agencies and members by the 

California State Teachers' Retirement System (CalSTRS); CalSTRS' interpretation and 

clarification of rules relating to creditable compensation; CalSTRS' review of compensation 

items included in a memorandum of understanding or collective bargaining agreement; and, 

corrections of errors relating to the payment of retirement allowances to retirees, among other 

provisions. 

Major Provisions 
1) Relating to CalSTRS' audits: 

a) Require CalSTRS to provide certain written notices, information, and other prescribed 

documents to the affected public agency as well as to the exclusive representative or 

representatives of the members that may be affected by an audit; an audited public 

agency to cooperate in good faith with CalSTRS and timely provide all information 

requested by the system; and, information provided by the public agency to also be 

provided to the exclusive representative or representatives, if any, as provided. 

b) Establishes, subject to a timeframe, certain due process procedures for a public agency 

audited that, or member affected by the audit who, disagrees with the final audit, and 

requires CalSTRS to make all final employer audit reports available on its internet 

website with personal information excluded to the extent necessary to protect privacy. 

2) Relating to CalSTRS' Interpretation and Clarification of Rules Relating to Creditable 

Compensation:  

a) Requires CalSTRS to, at least annually, publish rules that interpret and clarify the 

applicability of creditable compensation and creditable service laws; promulgated 

regulations; conditions new or different interpretations, including those that modify a 

prior interpretation in a publication, regulation, employer information circular, or similar 

means, from taking effect until after notice is issued to employers and exclusive 

representatives; and, expressly prohibits them from being retroactively applied to 

compensation reported prior to that notice, unless the retroactive interpretation is required 

by state or federal law, or an executive order by the Governor. 

b) Provides that changes to interpretations must not be applicable before the next July 1, 

unless changes to state or federal law, an executive order by the Governor, or programs, 

require application of revision of the creditability of compensation on an earlier basis. 

c) Provides, for purposes of audits or any other actions by CalSTRS, including actions or 

penalties relating to disallowed compensation reporting, that employers are responsible 

for the rules in effect at the time the compensation is reported, except when expressly 

superseded by state or federal law or an executive order by the Governor, and if 

compensation reported in accordance with CalSTRS' rules or guidance is later determined 
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by the system to result in disallowed compensation, including the collection of 

overpayments, any disallowed compensation reported in accordance with CalSTRS' 

written guidance must be deemed an error by CalSTRS, thereby, rendering CalSTRS 

financially responsible for any assessments or payments owed, as provided. 

3) CalSTRS' Review of Compensation Items in a Memorandum of Understanding (MOU) or 

Collective Bargaining Agreement (CBA): 

a) Authorizes an employer or exclusive representative to submit in writing (along with any 

supporting documents deemed necessary by CalSTRS), a request for an advisory letter 

concerning any compensation item that is proposed to be included, or is contained, in 

publicly available written contractual agreement so that CalSTRS can provide guidance 

for the proper reporting of the compensation consistent with the laws governing 

creditable compensation and its own administrative regulations, and CalSTRS must 

provide an advisory letter regarding the submission within 30 days of receipt of all 

information required to conduct the review. 

b) Establishes that if compensation is reported in accordance with CalSTRS' written 

guidance is later determined by the system to have been reported in error, any resulting 

overpayment or penalty must be deemed an error by the system, thereby, rendering 

CalSTRS financially responsible for any assessments or payment owed to the retired 

member. 

4) Relating to County Offices of Education, establishes that for purposes of remitting 

contributions, assessments, or any other payment required by CalSTRS, the county 

superintendent of schools is authorized, on an annual basis or as otherwise directed by 

CalSTRS, to draw requisitions against the county school service fund and the funds of 

respective employing agencies in amounts equal to the total required to be paid by the 

employment agency. 

5) Relating to Disallowed Compensation and Overpayments: 

a) Defines "disallowed compensation" to mean compensation reported to an employer that 

CalSTRS subsequently determines is not properly creditable as reported by the employer 

pursuant to existing law, or CalSTRS administrative regulations. 

b) Establishes that if CalSTRS determines that the compensation reported for a member by 

an employer is disallowed, the system must require the employer to discontinue reporting 

it as creditable to the member's account. 

c) Establishes that, subject to certain conditions being met, for active members, retired 

members, their survivors and beneficiaries, all employer and member contributions on 

the disallowed compensation to be credited or returned, as applicable and provided; 

requires the employer or county superintendent of schools to pay a penalty to CalSTRS 

and to make restitution to the affected retired member, survivor, or beneficiary; and, 

CalSTRS to provide certain notices to the employer and affected retired member, 

survivor, or beneficiary regarding a permanent adjustment to the monthly benefit that 

reflects the exclusion of the disallowed compensation. 
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d) Establishes that if compensation is determined to be disallowed due to an act by a county 

superintendent of schools that reports directly to CalSTRS on behalf of an employer, 

including an act to modify or correct an employer's payroll report, the county 

superintendent must be financially responsible for payments or penalties owed by the 

employer resulting from the disallowance, unless the county superintendent provides 

notice to, and received consent from, the employer relating to that act.  In addition, 

CalSTRS, upon request, must provide the employer with contact information data in its 

possession regarding the relevant retired member, survivor, or beneficiary so that the 

employer can fulfill its obligations. 

e) Requires CalSTRS to recover an overpayment from a member or former member, 

participant or former participant, beneficiary, an employer, or county superintended of 

schools, as applicable and provided, except an overpayment due to an error by CalSTRS. 

f) Prescribes the timeframe in which an employer is required to remit an overpayment to 

CalSTRS and certain actions by the State Controller to reduce subsequent payments from 

the State School Fund or to the county for deposit in the county school service fund, or to 

a school district for deposit in the district general fund, by the same amount owed to the 

system, if the employer fails to remit payment within that timeframe, as provided. 

COMMENTS 

1) The Pension Promise 

The promise of a pension begins at the moment when a public employer participating in a public 

employee retirement system offers the prospective employee a job, and the prospective employee 

accepts that offer (assuming that the prospective employee is otherwise eligible to elect 

membership in the public employee retirement system).  Thus, under traditional common law 

principles and contract law, an offer has been made and accepted, and consideration has been 

exchanged among each party in return for something from the other.  Here, the exchange is years 

of service by the employee for an income while employed, and a pension provided by the 

employer to the employee upon the retirement of the employee.  Quite simply, this forms the 

basis of a legally contractual obligation among the parties. 

The pension promise is a reasonable expectation that is a naturally inherent part of the 

components to public employment, and contract (again, offer, acceptance, and exchange of 

consideration), and requires satisfactory performance of the contractual obligations by each party 

to the agreement.  To receive the pension promise, the promise remains only if the employee has 

vested (i.e., obtained a legal entitlement) by reaching the statutorily requisite minimum age and 

years of service to retire and receive a pension under historical and existing California law, and 

by long-standing and well-established judicial interpretation.   

When errors occur during the course of employment relating to an employer's reporting of 

creditable compensation, or after retirement when a retiree is informed that their retirement 

benefit amount is incorrect and must be reduced (and worse, the retiree also owes a substantial 

sum of money as back-payment) due to an error in reporting compensation, or a change or 

incorrect interpretation of law by the system – both of which are no fault of the member, retired 

member, or beneficiary, – substantial detrimental financial harm is ultimately borne by the 

employee or retiree through no fault of their own. 



AB 1667 

 Page  4 

This bill resolves to appropriately cure this unfortunate and misdirected predicament.  In 

California, "[a] pension right constitutes something more than a mere gratuity." (Kern v. City of 

Long Beach (1947) 29 Cal.2d 848, 851).  A promise made, is a promise that must (or should) be 

kept. 

2) Please see the policy committee analysis for a full discussion of this bill. 

According to the Author 
"Retired teachers in California] have made enormous contributions to our students throughout 

their careers.  They met with CalSTRS prior to retirement to ensure they had accurate data to… 

make their retirement plans that would determine the rest of their lives.  They should not have to 

have their economic futures destroyed by a mistake they did not make.  [This bill] will protect 

retirees by ensuring those who made the mistakes will cover the costs of that mistake.  Likewise, 

[this bill] will prevent future mistakes by requiring CalSTRS to provide timely, consistent, and 

accurate compensation reporting guidance when called upon by an employer or exclusive 

bargaining unit.  It will also create a more transparent and accountable audit process for 

CalSTRS that will not only work for CalSTRS but for all stakeholders impacted by the auditing 

process." 

Arguments in Support 
A broad coalition of public education employers, labor unions, and representatives of retired 

teachers state in part that, "[this bill] will protect a teachers' retirement security by ensuring that 

any CalSTRS retiree will be justly compensated for benefit reductions that stem from employer 

and CalSTRS reporting errors.  This important measure will additionally create a more 

transparent and accountable system to ensure school and community college districts receive 

timely and accurate information from CalSTRS, reducing the likelihood of reporting mistakes in 

the future." 

Arguments in Opposition 
None on file. 

FISCAL COMMENTS 

According to the Assembly Appropriations Committee, this bill would result in the following: 

1) Loss of revenue to CalSTRS due to its inability to retrieve overpayments.  CalSTRS reports it 

recaptured $74.4 million in overpayments in the 2020-21 fiscal year; 

2) Significant ongoing costs to CalSTRS to increase staff to provide written guidance regarding 

a compensation item upon request of an employee or employer.  CalSTRS estimates it would 

need 12 additional benefits program staff, seven additional legal staff, and three additional 

audit services staff at a cost of approximately $3.5 million annually.  The actual need for 

additional staff would depend on the number of requests for written guidance CalSTRS 

receives, and 

Potential tax impact on CalSTRS' defined benefit plan.  CalSTRS reports this bill would "likely" 

result in a violation of IRS qualification requirements for defined benefit plans, causing such a 

plan to lose its tax-exempt status and have adverse tax consequences for plan members. 
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VOTES 

ASM PUBLIC EMPLOYMENT AND RETIREMENT:  6-0-0 
YES:  Cooper, Voepel, Calderon, Rodriguez, O'Donnell, Seyarto 

 

ASM APPROPRIATIONS:  12-0-4 
YES:  Holden, Bryan, Calderon, Carrillo, Mike Fong, Gabriel, Eduardo Garcia, Levine, Quirk, 

Robert Rivas, Akilah Weber, Wilson 

ABS, ABST OR NV:  Bigelow, Megan Dahle, Davies, Fong 

 

UPDATED 

VERSION: May 19, 2022 

CONSULTANT:  Michael Bolden / P. E. & R. / (916) 319-3957   FN: 0002932 




