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ABOUT THIS REPORT

This report summarizes selected state pensions and retirement legislation enacted from January 2010 through
the date of publication. Its goal is to help researchers and policy makers know how other states have
addressed issues that could arise in any state. In keeping with that goal, the report excludes most clean-up
legislation, cost-of-living adjustments, administrative procedures and technical amendments. This report is
organized according to the topics that legislatures addressed in 2010, listed at the end of this introduction.

Bills summarized below have been enacted into law unless there is a specific indication to the contrary. Not
all legislation had been chaptered at the time this report was compiled. Some legislatures remain in session at
the time of publication.

The sources of this report are StateNet searches of current and enacted legislation, retirement systemsO
websites, state legislatures' reports of enacted legislation, and information provided by legislative and
retirement system staff. I am indebted to the many legislative staff who write and share summaries of their
legislatures' acts, the many retirement system staff throughout the United States who have posted legislative
summaries on their web sites, and the staff of legislatures and retirement systems who have taken time to
identify and explain legislation and its context to me.



é;LN Major Pensions Legislation in 2010

LIST OF TOPICS

Contribution Rates and Funding Issues Governance and Investment Policy
Cost of Living Adjustments Health Coverage

Defined Benefit Plan Changes Legislative Process

Defined Contribution & Hybrid Plans Military Service

Divestment

Re-employment after Retirement

Early Retirement Incentives

Return of Contributions

Elected Officials Retirement Program

Social Security

Ethics, Forfeiture of Benefits, Privacy

Studies

CONTRIBUTION RATES AND FUNDING ISSUES

California. Chapter 162 (SB 846) and Chapter 163 (AB 1592), laws of 2010, and Chapter 3 (S22f) of the 6"
Extraordinary Session revise contribution and benefit provisions for numerous state bargaining units and new
employees who are members of bargaining units not currently subject to an existing Memorandum of
Understanding with the state. All employees covered by the agreements will pay 10% or 11% of
compensation for employee retirement benefits, with the higher rate applicable to members in public safety
occupations. The agreements also initiate a contribution requirement for retiree health care programs of 0.5%

of salary.

California. On June 16, 2010, the Board of Administration of the California Public Employee Retirement
System (CalPERS) approved a proposal to increase state government contributions to the retirement fund in
the fiscal year beginning July 1, 2010. The State contribution is projected by CalPERS staff to be




approximately $600 million more than the State contribution of $3.3 billion in the current fiscal year. School
districts will pay an additional $108 million to cover retirements of non-teaching personnel.

CalPERS reports that the State Legislative Analyst’s Office (LAO) estimates the actual contribution may be as
low as $481 million based on more recent projections of lower payroll growth. According to the LAO
analysis, the estimated increase to the State general fund budget will be $184 million; the rest of the increase
will be paid with non-general-fund revenues generated by self-funded agencies — commonly referred to as
special fund agencies.

The total contribution increase is caused by two key factors:

e $299 million in additional contributions to adjust for a recent demographic study that found CalPERS
retirees living longer and workers retiring slightly earlier.

e  $217 million in additional contributions to compensate for investment losses during the recent economic
recession. The value of the CalPERS pension fund dropped by 24 percent in the 12 months that ended
June 30, 2009.

CalPERS adjusts employer contribution rates every year based on whether the pension fund experiences
actuarial gains or losses. Typically, the biggest factor affecting gains or losses is investment

performance. Given the severe financial market downturn of the past two years, a rate increase was necessary
to maintain proper funding of the pension fund.

Source: CalPERS press release June 16, 2010

Colorado. Chapter 65, Laws of 2010 (SB 146), increases the employee contribution rates to the Public
Employee Retirement Association for state employees, troopers and judges for fiscal year 2011 by 2.5
percentage points and decreases the employer contribution by the same amount. For example, the state
employee contribution rate changes from 8% to 10.5% of salary, while the employer rate goes from 10.15%
to 7.65%, except for state troopers. For troopers, the member contribution rate is increased from 10% to
12.5% and the employer rate falls from 12.85% to 10.35%. For the Judicial Division, similarly, 2.5
percentage points of the contribution is shifted from employers to employees. Contribution rates for local
government members and teachers are not affected. The one-year modification is expected to save state
government $37 million in FY2011.

Florida. HB 5607 (vetoed) amends employers’ contribution rates for the Florida Retirement System for fiscal
years 2011 and 2012. FRS requires no employee contributions. For the regular class, the contribution rate for
FY 2011 increases from 8.695 to 9.76%, and remains at 9.76% for FY2012. Changes for the special classes
of membership are close to that increase. However, the act also levies additional employer increases in FY
2010 to amortize UAALs. These range from an additional 1.74% for the general class to 18.76% for the
elected officers’ class and 21.73% for the class of county elected officers.

Hlinois. Public Act 96-0889 (SB 1946) sets contribution amounts from the Chicago Board of Education to
the Chicago Teachers Retirement System at $187 million for FY 2011, $192 million for FY 2012 and $196
million for FY 2013, which provides budget relief for the school district of roughly $400 million a year for

each of the three years. The bill also extends the period in which the retirement system is scheduled to reach
90% of funding from 2045 to 2059.

Public Act 96-1497 (SB 3514) authorizes the sale of $4,096,348,300 in general obligation bonds for the

purpose of making the state's FY 2011 required contributions to state retirement plans. SB 1858 (to governor
January 12, 201 1) -



