CITY OF

LONGBEACH Memorandum

Date:  August 27, 2026

To: Mayor and Members of the City Council
T

Subject: SB 1383 Public Employees’ Retirement Benefits

From: Thomas B. Modica, City Manager

The California State Legislature (Legislature) is currently considering legislation
introduced by Assemblymember McKinnor that would make several significant changes
to the Public Employees’ Pension Reform Act (PEPRA). The Legislation, SB 1383, would
impose significant increases to employer and employee contribution rates, create new
administrative and long-term solvency challenges for cities, and would shift a decade of
work stabilizing pension systems and managing long-term liabilities. The City of Long
Beach (City) is reviewing the legislation and identifying potential impacts it may have on
City staff and operations.

Bill Summary

The Public Employees’ Retirement Law (PERL) establishes the Public Employees’
Retirement System (PERS) to provide a defined benefit to members of the system based
on final compensation, credited service, and age at retirement, subject to certain
variations. Existing law creates the Public Employees’ Retirement Fund, which is
continuously appropriated for purposes of PERS, including depositing employer and
employee contributions. Under the California Constitution, assets of a public pension or
retirement system are trust funds.

The California Public Employees’ Pension Reform Act of 2013 (PEPRA) establishes a
variety of requirements and restrictions on public employers offering defined benefit
pension plans. In this regard, PEPRA restricts the amount of compensation that may be
applied for purposes of calculating a defined pension benefit for a new member, as
defined, by restricting it to specified percentages of the contribution and benefit base
under a specified federal law with respect to old age, survivors, and disability insurance
benefits.

Beginning January 1, 2026, this bill would require each retirement system to adjust the
pensionable compensation limits applicable to new members (both safety and
miscellaneous) so that they align with the defined benefit limitation established and
annually adjusted under federal law for tax-exempt qualified trusts.

PEPRA permits three retirement formulas for new safety members — 2% at age 57, 2.5%
at age 57, and 2.7% at age 57 — and requires employers to use the formula that is closest
to the one provided to similarly situated employees prior to January 1, 2013.
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This bill would establish new retirement formulas for safety employees first hired on or
after January 1, 2026: 2.5% at age 55, 2.7% at age 55, or 3% at age 55. For safety
members hired on or after January 1, 2013 but before January 1, 2026, the bill would
require employers to apply the new safety formula that is closest to the formula the
employer previously provided under PEPRA for service performed on or after January 1,
2026. The bill would also authorize a public employer and a recognized employee
organization to negotiate prospective increases to the retirement benefit formulas for
members and new members, provided the negotiated formula remain within the statutory
limits established by the act.

This bill would authorize an employer and its employees to agree in a memorandum of
understanding to be subject to a higher safety plan or a lower safety plan, subject to
certain requirements, including that the memorandum of understanding is collectively
bargained in accordance with applicable laws.

PEPRA requires all public employees to pay at least 50 percent of normal costs and
prohibits public employers from paying any of the required employee contribution. This
bill would authorize an employer and employee, through the collective bargaining process,
to agree to terms in a memorandum of understanding where the employer pays a portion
of employee contribution. Because the bill increases contributions to funds that are
continuously appropriated, it is considered to make an appropriation under the California
Constitution.

Impact on the City of Long Beach

The fiscal analysis available to date is from the Peace Officers Research Association of
California (PORAC). PORAC based their analysis on a preliminary CalPERS estimate of
approximately $282 million in total statewide normal costs the first year, including both
employee and employer contributions. PORAC then estimated that, because PEPRA
requires employees to pay at least 50 percent of normal costs, the employer share would
be roughly $141 million a year statewide.

Based on the City’s proportionate share of CalPERS membership, the City estimates a
$2 million per year in normal cost increases to the City for the mandatory benefit changes
proposed in SB 1383. However, the City cannot yet project the potential additional cost
associated with the bill’'s optional, collectively bargained increases to safety benefit
formulas. Once CalPERS releases updated actuarial information and additional details
become available, the City will be able to determine the actual fiscal impacts.

Support and Opposition

Support for SB 1383 comes primarily from Firefighter Associations throughout the state,
including Long Beach Firefighters Local 372 and the Long Beach Police Officers
Association. Several public safety associations, including various Sheriff and Police
organizations, and a small number of labor unions, are also in support. The bill’s sponsors,
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including Assemblymember McKinnor, frame the measure as modernizing retirement
formulas and providing greater flexibility in benefit design for employees hired on or after
certain dates. They also argue the bill could improve retirement outcomes for public safety
workers by offering additional benefit tiers and potentially strengthening recruitment and
retaining talent.

Opposition to the bill comes from most municipalities and the groups that represent them,
including over 68 cities, several counties, the League of Cities, special districts including
school administrators and retirement associations, as well as policy groups including the
California Policy Center and Howard Jarvis Taxpayer Association. Opponents warn that
the bill would roll back key PEPRA cost-containment measures by expanding pensionable
compensation limits, leading to larger future benefits and higher costs for both employees
and employers. They also raise concerns that easing cost-sharing requirements could
shift a greater share of pension costs to taxpayers.

City Concerns and Opportunities

The City is currently navigating significant structural budget challenges, including
projected General Fund deficits in upcoming fiscal years and ongoing cost pressures
across public safety, infrastructure, and personnel services. Any increase in pension-
related costs would add to these existing fiscal constraints and could require additional
budget balancing actions in future years. While SB 1383 may offer opportunities to
improve retirement outcomes for public safety employees, the mandatory cost increases,
combined with the potential for additional, collectively bargained enhancements, would
further strain the City’s long-term financial outlook at a time when resources are already
limited.

As noted above, many cities have cited financial concerns as their primary reason for
opposing the bill. Based on the limited data available, specifically the preliminary
CalPERS and PORAC analysis, SB 1383 would likely require the City to increase its
pension contributions by several million dollars per year beginning in calendar year 2027,
due to:

e Increased pensionable compensation for all existing and new employees (both
safety and miscellaneous); and

e New, higher pension formulas for just new public safety members.

SB 1383 would also allow the City to negotiate the new, higher pension formulas in the
future for existing public safety members. The City cannot project the potential cost of
these optional, collectively bargained increases without actuarial modeling.

Opportunities for the City include improving retirement outcomes for public safety
employees by offering additional benefit tiers, which may support recruitment and
retention efforts within the Police and Fire Departments.
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If you have any questions, please contact Sarah Patterson, Manager of Strategic
Partnerships and Government Affairs, at sarah.patterson@longbeach.gov.

CC: DAWN MCINTOSH, CITY ATTORNEY
DouagLAs P. HAUBERT, CITY PROSECUTOR
LAURA L. Doub, CITY AUDITOR
APRIL WALKER, ASSISTANT CITY MANAGER
TERESA CHANDLER, DEPUTY CITY MANAGER
MEREDITH REYNOLDS, DEPUTY CITY MANAGER
GRACE YOON, DEPUTY CITY MANAGER
TYLER BONANNO-CURLEY, DEPUTY CITY MANAGER
KEVIN LEE, CHIEF PuBLIC AFFAIRS OFFICER
MonNIQUE DE LA GARzA, CITY CLERK
DEPARTMENT HEADS



