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ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Buffy Wicks, Chair 

SB 1038 (Laird) – As Amended April 29, 2026 

Policy Committee: Public Employment and Retirement    Vote: 6 - 0 

      

      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill requires the California Public Employees’ Retirement System (CalPERS) to provide 

written notice regarding the purpose, scope, and estimated time of an audit and to list such 

information on its internet website. The bill also requires the affected state or school employer or 

contracting agency to forward notice of the audit to the relevant union representatives, if any, 

and provide a list of names of any affected members of the final audit report, among other 

requirements.  

 

FISCAL EFFECT: 

Minor and absorbable costs to CalPERS. 

COMMENTS: 

1) Purpose. According to the author’s office:  

CalPERS audits can lead to adjustments in monthly allowances for 

retirees and require repayment or benefits reduction if an audit reveals 

that an employer inadvertently made an error in pay rate reporting.  

This is detrimental for retirees who are planning their lives around this 

monthly allowance, and audit notification is imperative for protecting 

workers in these scenarios.  [This bill] ensures we continue supporting 

workers even after they’ve left the workforce. 

2) Background. CalPERS requires employers to provide accurate and timely payroll 

information to correctly calculate their employees’ service credit and final compensation for 

retirement. Instances have occurred where employers incorrectly reported employees’ 

pensionable compensation to CalPERS, resulting in an amount of disallowed compensation 

that reduces a retiree’s benefit. Current law requires the employer to cover the cost of a 

reduction in a retiree’s pension post-retirement resulting from disallowed compensation. 

However, in the event of a pension reduction resulting from an audit, a retiree has no 

recourse for reclaiming that lost benefit amount and may not have advance notice of such a 

reduction.  

According to the California School Employees’ Association, sponsors of this measure:  
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Timely audit notification allows public employee unions to properly 

advocate for our members and to proactively seek additional 

information regarding an audit and its effects. Public employees and 

their unions are important stakeholders in the audit process, and quick 

resolution benefits everyone — especially in cases where an ongoing 

payroll reporting error compounds over many months or years. 

Existing law already requires that unions representing certificated 

teachers participating in the California State Teachers’ Retirement 

System (CalSTRS) receive timely notice of employer audits by 

CalSTRS. SB 1038 would bring parity to public employees 

participating in CalPERS by ensuring their union representatives also 

receive proactive audit notification. 

Analysis Prepared by: Aaron Heredia / APPR. / (916) 319-2081


