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Bill No: AB 1667 

Author: Cooper (D)  

Amended: 8/1/22 in Senate 

Vote: 21  

  

SENATE LABOR, PUB. EMP. & RET. COMMITTEE:  4-0, 6/22/22 

AYES:  Cortese, Durazo, Laird, Newman 

NO VOTE RECORDED:  Ochoa Bogh 

 

SENATE JUDICIARY COMMITTEE:  10-0, 6/28/22 

AYES:  Umberg, Caballero, Cortese, Durazo, Hertzberg, Jones, McGuire, Stern, 

Wieckowski, Wiener 

NO VOTE RECORDED:  Borgeas 

 

SENATE APPROPRIATIONS COMMITTEE:  7-0, 8/11/22 

AYES:  Portantino, Bates, Bradford, Jones, Laird, McGuire, Wieckowski 

 

ASSEMBLY FLOOR:  75-0, 5/26/22 - See last page for vote 

  

SUBJECT: State Teachers’ Retirement System:  administration 

SOURCE: California County Superintendents Educational Services Association  

California Retired Teachers Association 

California Teachers Association 
 

DIGEST: This bill alters the manner in which the California State Teachers’ 

Retirement System (CalSTRS) can audit public school employers, employees, and 

retirees related to the reporting of creditable service and compensation and limit 

CalSTRS’ ability to collect pension overpayments arising from errors in reporting 

disallowed compensation. 
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ANALYSIS:   

Existing law: 

1) Establishes the E. Richard Barnes Act that, together with certain other areas 

within the Education Code administered by CalSTRS, is known as the 

Teachers’ Retirement Law (TRL). (Education Code § 22000) 

2) Establishes that the purpose of CalSTRS is to provide a financially sound plan 

for the retirement, with adequate retirement allowances, of teachers in the 

public schools of this state, teachers in schools supported by this state, and 

other persons employed in connection with the schools. (ED § 22001) 

3) Establishes, pursuant to the constitution, that the retirement board of a public 

pension or retirement system has plenary authority and fiduciary responsibility 

for administration of the system, and among other provisions, consistent with 

the fiduciary responsibilities vested in it, must have the sole and exclusive 

power to provide for actuarial services in order to assure the competency of the 

assets of the public pension or retirement system. (Ca. Const., Art XVI, § 17) 

4) Provides for a three-year limitation of action relating to adjustments of errors 

and omissions by or against CalSTRS after which CalSTRS must discharge all 

obligations to, or on behalf of, the member and others, as specified. (ED § 

22008) 

a) If CalSTRS makes an error that results in an incorrect payment to such 

individuals, CalSTRS’ right of recovery expires three years from the date of 

the incorrect payment. 

b) If CalSTRS makes an incorrect payment due to the lack of, or inaccurate, 

information, as specified, the three-year period of limitation on recovery 

commences with the discovery of the incorrect payment. 

c) If CalSTRS makes an incorrect payment based on the member’s fraud or 

intentional misrepresentation, the three-year limitation does not commence 

until CalSTRS discovers the incorrect payment. 

5) Authorizes CalSTRS to reduce the retiree’s monthly allowance payable under 

the Defined Benefit (DB) Program, Defined Benefit Supplement (DBS) 

Program, and Cash Balance (CB) Benefit Programs, as specified, if the 

overpayment was due to CalSTRS’ error, the county school superintendent’s 

error, or district’s error, or if the error was due to inaccurate or nonsubmission 

of information by the recipient of the benefit allowance.  (ED § 24617) 
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6) Provides for violations and penalties of one-year imprisonment in a county jail, 

or a fine up to $5,000, or both, including restitution, with respect to actions that 

defraud or attempt to defraud CalSTRS with respect to any benefit it 

administers. (ED § 22010) 

7) Establishes that CalSTRS must deduct any overpayment made to, or on behalf 

of, any member, former member or beneficiary from any subsequent benefit 

that may be payable under either the DB, DBS, or CB Benefit programs and 

may concurrently proceed with any legal claim for restitution. (ED § 24616) 

8) Provides that if an employer reports erroneous information to CalSTRS, the 

system must calculate the actuarial present value (APV) of the expected 

payments from the member, the former member, or beneficiary pursuant to 

existing law, and require the employer to pay the difference between the total 

amount of the overpayment and the calculation of the APV of the expected 

payments. (ED § 24617) 

9) Authorizes CalSTRS to recover overpayments by reducing a benefit recipient’s 

monthly allowance under the DB, DBS, or CB programs by an amount no 

greater than five percent if the overpayment was due to CalSTRS’ error or that 

of the county superintendent or the district, and by no more than 15 percent if 

the error was due to the benefit recipient’s submission of inaccurate 

information or nonsubmission of information.  (ED § 24617) 

10) Establishes procedures concerning payment and compliance with federal law 

in making distributions whereby CalSTRS must make plan distributions in 

accordance with Section 401(a)(9) of the Internal Revenue Code and related 

regulations. 

11) Defines, generally, “creditable compensation” to mean compensation 

reportable to CalSTRS for an employee’s performance of “creditable service.”  

Sick leave, vacation, or an employer-approved leave are included in the 

statutory definition of this term.1  “Creditable service” generally means the 

work activities that count toward years of service for purposes of CalSTRS 

retirement. (ED § 22119.5, 22119.6, and 26113) 

12) Requires CalSTRS staff to report annually to the CalSTRS board the amount 

of underpayment made to recipients under the DB, DBS, and CB programs; the 

                                           
1 Sections 22119.2 (for CalSTRS’ 2% at 60 members) and 22119.3 (for CalSTRS’ 2% at 62 members) of the 

Education Code, respectively.  Also see Chap. 2, Div. 3, of Title 5 Cal. Code of Regs, and Sections 27400 and 

27401 regarding creditable compensation, and Sections 27500 and 27501 regarding noncreditable compensation, 

id. 
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amount to be recovered because of overpayments; and the number of 

overpayments under these programs. (ED §  24619) 

13) Provides, pursuant to the state constitution that all people have inalienable 

rights, including the right to pursue and obtain privacy. (Ca. Const., Art. I, § 1) 

14) Provides that, mindful of the right of individuals to privacy, the Legislature 

finds and declares that access to information concerning the conduct of the 

people’s business is a fundamental and necessary right of every person in this 

state. (Government Code § 6250) 

This bill: 

1) Defines “Employee Representative” to mean “an exclusive representative as 

defined in subdivision (e) of Section 3540.1 of the Government Code. 2 

2) Requires CalSTRS, before auditing the records of a public agency, to provide 

written notice of the intended audit to the public agency and the appropriate 

exclusive representative of members that the audit may affect.  

3) Requires the audit notice to apprise the public agency and the exclusive 

representative of the purpose and scope of the intended audit.  

4) Requires the public agency to provide CalSTRS with the name and contact 

information for all applicable exclusive representatives for purposes of 

carrying out these provisions.  

5) Requires an audited public agency to cooperate in good faith with CalSTRS 

and provide all information requested in a timely manner. The public agency, 

at the time it provides information to CalSTRS, shall also provide all the 

information to the appropriate exclusive representative of the members 

affected by the audit. 

6) Authorizes an audited public agency and the exclusive representative to 

provide additional information relevant to the audit, and requires CalSTRS to 

consider this information in preparing its audit findings. 

7) Requires CalSTRS, prior to issuing its final audit report, to provide to the 

audited public agency and to the exclusive representative its preliminary audit 

                                           
2 GC § 3540.1 (e) defines “Exclusive Representative” to mean the employee organization recognized or certified as 

the exclusive negotiating representative of public school employees, as “public school employee” is defined in 

subdivision (j), in an appropriate unit of a public school employer. 
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findings, the statutes being addressed by the audit, and a list of every member 

then known and affected by the audit.  

8) Allows the recipients to provide, within not less than 60 days as specified by 

CalSTRS, their written responses to the preliminary audit findings and requires 

CalSTRS to consider their responses in preparing its final audit report. 

9) Requires the public agency to provide CalSTRS and the exclusive 

representative, within not less than 60 days as specified by CalSTRS, a list of 

the names of any members affected by the audit, as specified. 

10) Requires CalSTRS to provide the final audit report to the public agency 

audited and to the exclusive representative and to provide the audited public 

agency with an explanation of its appeal rights. 

11) Requires CalSTRS to provide the final audit report, with an explanation of 

appeal rights, to each member affected by the audit following the public 

agency’s notification of the members. 

12) Requires CalSTRS to provide a copy of the final audit report and an 

explanation of appeal rights to a member or former member whom it later 

discovers the audit affected or to their beneficiaries if the member or former 

member is deceased. 

13) Authorizes the audited public agency to request an administrative hearing if it 

disagrees with the final audit report. 

14) Requires the public agency to make the request in writing and mail or email it 

within 90 days of the reports transmission to the public agency to the address 

CalSTRS identifies in the final audit report. 

15) Provides that the public agency waives the right to an administrative hearing if 

it fails to request the hearing in the allotted time and the final audit report 

findings become CalSTRS’s final determination.  

16) Provides that an affected member may request an administrative hearing if the 

member disagrees with the final audit report. The member shall make the 

request in writing and mail or email it to the designated address CalSTRS 

identifies in the final audit report within 90 days of the report transmission to 

the member.   
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17) Provides that the member waive the right to an administrative hearing if the 

member fails to request the hearing in the allotted time and the final audit 

report findings become CalSTRS’s final determination.  

18) Requires CalSTRS to make all final employer audit reports available on its 

internet website and requires CalSTRS to exclude personal information 

regarding members to the extent necessary to protect their privacy. 

19) Requires CalSTRS, at least annually, to provide resources that interpret and 

clarify the applicability of creditable compensation and creditable service laws 

and regulations.  

20) Prohibits new or different interpretations, as specified, from taking effect until 

after CalSTRS issues notice to employers and exclusive representatives and 

prohibits the interpretations from applying retroactively to compensation 

reported prior to that notice, unless state or federal law or an executive order of 

the Governor expressly requires a retroactive interpretation. 

21) Prohibits new or different interpretations applying before the next July 1 unless 

changes to state or federal law, an executive order of the Governor, a CalSTRS 

advisory letter, or programs require application of revision of the creditability 

of compensation on an earlier basis. 

22) Provides that, for audit purposes or any other CalSTRS actions, employers are 

responsible for the rules in effect at the time they report compensation except 

when expressly superseded by state or federal law or an executive order of the 

Governor.  

23) Deems any disallowed compensation the public agency reported in accordance 

with the resources provided by CalSTRS, as specified, to be CalSTRS’ error 

and any overpayment therefrom to be unrecoverable from the public agency or 

the member pursuant to the process established by this bill. 

24) Authorizes an employer or an exclusive representative to submit to CalSTRS a 

request for an advisory letter and defines the following terms for purposes of 

requiring CalSTRS to respond to the request: 

a) “Advisory letter” means a written determination issued to an employer or 

an exclusive representative in response to the employer’s or exclusive 

representative’s submission relating to compensation that is included, or is 

proposed to be included, in a publicly available written contractual 

agreement in order for the system to provide formal written guidance for 

the proper reporting of such compensation consistent with the laws 
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governing creditable compensation and the administrative regulations of the 

system. 

b) “Material facts” means facts that would have changed the determination 

made in an advisory letter. 

25) Requires a submission to CalSTRS for an Advisory letter to be  in writing on a 

form provided by CalSTRS and to include the compensation language, a 

description of the facts related to the compensation language and the basis of 

the requesting party’s inquiry, including, but not limited to, specific questions 

about the reporting of the compensation, and any other supporting documents 

or requirements CalSTRS deems necessary to complete its review. 

26) Permits CalSTRS to deny a submission if it involves an issue that is in 

litigation with CalSTRS and the employer or a member to whom the advisory 

letter would expressly relate. 

27) Permits the employer or exclusive representative to withdraw a submission any 

time before CalSTRS provides an advisory letter. 

28) Requires CalSTRS to provide an advisory letter regarding the submission to 

the employer or exclusive representative within 30 days of the receipt of all 

information requested, unless an extended period of time is necessary for good 

cause. 

29) Clarifies that state or federal law, a Governor’s executive order, or CalSTRS 

rule, as provided, may supersede an advisory letter. 

30) Deems any resulting overpayment from compensation reported in accordance 

with CalSTRS’s advisory letter that CalSTRS later determines the public 

agency reported in error, as CalSTRS’ error and therefore, unrecoverable 

pursuant to the process established by this bill. 

31) Allows only the employer or the member to whom an advisory letter expressly 

relates to use and rely upon, or offer as evidence of a CalSTRS error, the 

advisory letter in an action brought by CalSTRS.  

32) Conditions the use and reliance upon, or the offering in evidence of, an 

advisory letter on CalSTRS’ determination that one disclosed all material facts 

related to the compensation in the employer or union’s submission and that the 

employer reported compensation in reliance on the advisory letter. 

33) Makes this bill’s advisory letter provisions operative on July 1, 2023. 
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34) Authorizes a county superintendent of schools that reports directly to CalSTRS 

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

county’s respective employing agencies in amounts equal to the total the 

employing agency is required to pay for the purpose of remitting contributions, 

assessments, or any other payment CalSTRS requires. 

35) Permits the county superintendent of schools to draw requisitions against the 

county school service fund and the funds of the county’s respective employing 

agencies, as applicable, in amounts necessary for recovering payments made 

pursuant to the process established by the bill for recovering overpayments 

when the employer committed error in reporting disallowed compensation. 

36) Amends a statute that gives CalSTRS’ authority to collect overpayments, as 

specified, by deducting the amount from a member’s benefits, to reference the 

bill’s newly established procedure to collect payments from employers if the 

employer’s error caused the reporting of disallowed compensation.  

37) Requires all amounts that CalSTRS has overpaid to a member due to 

inaccurate information, untimely submission, nonsubmission of information, or 

on the basis of fraud or intentional misrepresentation by, or on behalf of, a 

recipient of a benefit, annuity, or refund to be recovered, as applicable, from 

the member, participant, former member, former participant, or beneficiary 

except amounts overpaid as follows:  

a) Amounts that CalSTRS determines resulted from compensation paid to 

spike a member’s pension. CalSTRS can recover such amounts from the 

employer as well as the member or derivative beneficiary. 

b) Amounts overpaid due to the employer’s inaccurate information, untimely 

submission, or nonsubmission of information, as specified. CalSTRS shall 

recover such amounts from the employer. 

c) Amounts overpaid due to a county superintendent’s inaccurate information, 

untimely submission, or nonsubmission of information, as specified. 

CalSTRS shall recover such amounts from the county superintendent who 

in turn, may recover from the employer if the employer was the cause of 

such reporting or approved the reporting by the superintendent, as specified. 

d) Amounts overpaid due to CalSTRS’ error. The bill makes these amounts 

unrecoverable, thereby, effectively increasing CalSTRS’ unfunded liability 

thereby passing the costs on to the state or future members and employers 

through increased future contribution rates or potential General Fund 

appropriations. 
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38) Requires an employer to remit to CalSTRS specified required amounts within 

30 days of the date of the invoice. If the system does not receive payment 

within 30 days, the amount owed to the system shall be recalculated to include 

regular interest from the initial due date. 

39) Requires the State Controller, upon CalSTRS’s order as specified, to reduce 

subsequent payments from the State School Fund to the county for deposit in 

the county school service fund by the amount owed or, upon the request of a 

county superintendent of schools to the county auditor, the Controller shall 

reduce payments to a school district for deposit in the district general fund by 

the amount owed, and pay CalSTRS if the owed amount is not received within 

30 days.  

40) Exempts from this bill’s overpayment recovery procedures specified recovery 

of overpayments associated with disability payment interactions and 

limitations, other public benefit payments, and post-retirement earnings 

limitations. 

41) Prohibits one from interpreting the bill’s overpayment recovery procedure, as 

specified, from limiting CalSTRS authority to correct benefits except as 

explicitly provided by the provisions that establish the procedure. 

Related/Prior Legislation 

AB 2493 (Chen, 2022) requires County Employee Retirement Law (CERL) 

Systems to bear the costs of insulating peace officer and firefighter retirees 

retroactively from required pension allowance adjustments due to the California 

Supreme Court’s Alameda  decision arising out of disallowed compensation. The 

bill is currently in the Senate Labor, Public Employment and Retirement 

Committee. 

AB 826 (Irwin, 2021) amends the CERL definition of “compensation” and 

“compensation earnable” for legacy members of the Ventura County Employee 

Retirement Association (VCERA) to include an employee’s flexible benefit 

allowance, subject to specified criteria, and ensure that such compensation not be 

deemed disallowed compensation prohibited by PEPRA and the Alameda decision.  

The bill is currently on the Senate Floor on the Senate Inactive File. 

SB 278 (Leyva, Chapter 331, Statutes of 2021) required CalPERS public 

employers to reimburse CalPERS for overpayments made to retirees whose 

pension allowances were eventually adjusted downward to reflect the disallowed 

compensation initially included in their pension calculation. 
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SB 266 (Leyva, 2019) would have required that, in the event of a CalPERS retiree 

having their pension reduced due to the inclusion of compensation by the relevant 

public employer that cannot be counted towards a final pension calculation, the 

public employer would have to cover the reduced benefit to the retiree, as 

specified. The Assembly held the bill at the Desk after being withdrawn from 

Engrossing and Enrolling. 

SB 1124 (Leyva, 2018) also dealt with disallowed compensation for CalPERS 

members, retirees, beneficiaries, and survivors. The Governor vetoed the bill. 

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No 

According to the Senate Appropriations Committee: 

 CalSTRS anticipates that $1.5 million to $3 million in overpayments that are 

recoverable under current law would not be so under the provisions of the bill. 

For perspective, the pension system recaptured $74 million in overpayments in 

2020-21 (Teachers’ Retirement Fund).  

 CalSTRS indicates that it would incur annual staffing costs of $4.8 million to 

implement the provisions of the bill, and notes that required administrative 

system changes would create unknown, but likely significant costs, and delays 

for its new pension administration system (Teachers’ Retirement Fund). 

SUPPORT: (Verified 8/13/22) 

California County Superintendents Educational Services Association (co-source) 

California Retired Teachers Association (co-source) 

California Teachers Association (co-source) 

Alameda County Office of Education 

Amador County Unified School District 

Association of California Community College Administrators 

Association of California School Administrators 

Association of California Suburban School Districts 

Calaveras County Office of Education 

California Alliance for Retired Americans 

California Association of School Business Officials 

California Association of Suburban School Districts 

California Federation of Teachers, AFL-CIO 

California Labor Federation, AFL-CIO 

California School Employees Association 

Colusa County Office of Education 
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Contra Costa County Office of Education 

Delta Kappa Gamma California 

El Dorado County Office of Education 

Faculty Association of California Community Colleges 

Fresno County Office of Education 

Fresno County Superintendent of Schools 

Humboldt County Office of Education 

Imperial County Office of Education 

Kern County Office of Education 

Kern County Superintendent of Schools 

Lake County Office of Education 

Lassen County Office of Education 

Los Angeles County Office of Education 

Madera County Office of Education 

Marin County Office of Education 

Mariposa County Unified School District 

Mendocino County Office of Education 

Merced County Office of Education 

Mono County Office of Education 

Monterey County Office of Education 

Napa County Office of Education 

Nevada County Superintendent of Schools 

Orange County Department of Education 

Placer County Office of Education 

Plumas County Office of Education/unified School District 

Riverside County Office of Education 

Riverside County Superintendent of Schools 

Sacramento County Office of Education 

San Benito County Office of Education 

San Bernardino County Superintendent of Schools 

San Diego County Office of Education 

San Joaquin County Office of Education 

San Mateo County Office of Education 

Santa Barbara County Education Office 

Santa Clara County Office of Education 

School Employers Association of California 

Small School Districts' Association 

Solano County Office of Education 

Tehama County Department of Education 

Tehama County Office of Education 
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Trinity County Office of Education 

Tuolumne County Superintendent of Schools 

Ventura County Office of Education 

Yolo County Office of Education 

Yuba County Office of Education  

OPPOSITION: (Verified 8/13/22) 

None received 

ARGUMENTS IN SUPPORT:  According to the sponsors: 

Existing law requires school and community college employers to correctly 

report collectively bargained pension-eligible compensation to CalSTRS. 

Unfortunately, clear and accurate guidance on what is and is not creditable has 

not been provided, causing incorrect information to be reported to CalSTRS. 

When this happens, it is typically found during an audit that may take place 

years after this took place and ultimately results in the former employee who 

is retired being forced to pay back the overpaid amount and suffer a 

permanent reduction in future retirement payments. This places retirees in a 

precarious fiscal situation as they met with a CalSTRS counselor to verify all 

information was correct prior to retirement, and subsequently made permanent 

retirement decisions based upon this information. 

These errors may not only be quire costly for the retiree, through no fault of 

their own, but the errors can be costly both fiscally and administratively to 

school and community college districts. By minimizing future errors by 

ensuring more accurate and transparent information is available, we believe 

overall savings may be achieved at the district level, which will also save 

retirees from bearing a fiscal cost for mistakes they did not make. 

 

 

ASSEMBLY FLOOR:  75-0, 5/26/22 

AYES:  Aguiar-Curry, Arambula, Bauer-Kahan, Bennett, Bigelow, Bloom, 

Boerner Horvath, Mia Bonta, Bryan, Calderon, Carrillo, Cervantes, Chen, Choi, 

Cooley, Cooper, Cunningham, Megan Dahle, Daly, Davies, Flora, Mike Fong, 

Fong, Friedman, Gabriel, Gallagher, Cristina Garcia, Eduardo Garcia, Gipson, 

Gray, Grayson, Haney, Holden, Irwin, Jones-Sawyer, Kalra, Kiley, Lackey, Lee, 

Levine, Low, Maienschein, Mathis, Mayes, McCarty, Medina, Mullin, 

Muratsuchi, Nazarian, Nguyen, Patterson, Petrie-Norris, Quirk, Quirk-Silva, 

Ramos, Reyes, Luz Rivas, Robert Rivas, Rodriguez, Blanca Rubio, Salas, 
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Santiago, Seyarto, Smith, Stone, Ting, Valladares, Voepel, Waldron, Ward, 

Akilah Weber, Wicks, Wilson, Wood, Rendon 

NO VOTE RECORDED:  Berman, O'Donnell, Villapudua 

 

Prepared by: Glenn Miles / L., P.E. & R. / (916) 651-1556 

8/13/22 13:47:42 

****  END  **** 

 


	LocationBegin
	LocationEnd
	VotesBegin
	VotesEnd
	VoteInformation
	AnalysisBegin
	FloorVoteSummary



