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Memorandum 91-26 

Subject: Personnel Matters (Early Retirement) 

Assembly Bill 599 would encourage early retirement of state 

employees before April 30, 1991, as a means of helping to solve current 

and future state budget problems. The bill is described in the letter 

from Assembly Member Elder which is attached as Exhibit 1. 

The bill would make it possible for the Commission to live within 

the anticipated greatly reduced appropriation for the 1991-92 fiscal 

year without greatly curtaining its existing level of program. See the 

letter to the Department of Finance which is attached as Exhibit 2. 

Briefly stated, the Governor's budget for 1991-92 gives the 

Commission $36,000 less than the Commission's appropriation for the 

current (1990-91) fiscal year. The Commission can achieve this $36,000 

reduction if the Executive Secretary retires during the 1990-91 fiscal 

year and the vacancy is filled at the lowest level for a legal position. 

The Executive Secretary had planned to retire sometime during the 

1991-92 fiscal year. This is because a change in the state retirement 

law effective on July 1, 1991, gives a person who retires after that 

date approximately five percent more in the monthly retirement benefit. 

When the Executive Secretary retires he will be entitled to a 

payment for unused vacation of approximately $20,000. If this amount 

is paid during the 1991-92 fiscal year, it will have a disastrous 

effect on the Commission's program (because of the $36,000 anticipated 

reduction in the funds that will be available for that year). It would 

greatly benefit the Commission if the unused vacation could be paid 

from funds available for the 1990-91 fiscal year. 

Assembly Bill 599 will remove the compelling incentive to defer 

retirement until after July 1, 1991. 

encourage retirement before April 

In fact, the bill will strongly 

30, 1991. Retirement of the 

Executive Secretary before April 30, 1991, would make it possible to 

pay his accrued vacation and any costs of early retirement out of the 

funds appropriated for 1990-91, thereby permitting the Commission to 

live within the Governor's proposed budget for 1991-92. 
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Assembly Bill 599 is tailor-made to deal with the Commiasion' s 

budget problem. We do not know for sure that the bill will pass the 

Legislature and be signed by the Governor. Nevertheless, the staff 

recommends that the Commission authorize the Chairperson to spprove any 

documents that need to be approved to permit the Law Revision 

Commission to utilize the early retirement option offered by Assembly 

Bill 599 if that bill becomes law. Also, the staff recommends that the 

Commission authorize the Chairperson to approve any documents that need 

to be approved to permit the Executive Secretary to take advantage of 

the early retirement program provided by Assembly Bill 599 if that bill 

becomes law. 

Respectfully submitted, 

John H. DeMoully 
Executive Secretary 
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~·lerr.o :'1-2:; :::xhibit 1 

STATE OF 
CALIFORNIA 

ASSEMBLY 
COMMJlTEE ON 

PUBUC EMPLOYEES. 
RETIREl'\ENT, AND 
SOCIAL SECURITY 

DAVE ELDER 

~~: ,- ,.' 
" ~ 

Slate Ci:.~,:ol 
Sacramemo. CA 95814 

19161 322·4.320 
\9161445·7454 

March 26, 1991 

Mr. John De Moully 
4000 Middlefield Road, Suite D-2 
Palo Alto, CA 94303 

Dear Mr. De Moully: 

Thank you for your interest in my AB 599 which I introduced 
to help solve our current and future budget dilemma. This 
bill was heard in my Assembly Public Employees, Retirement 

, and Social Security Committee on March 20, 1991 and passed 
unanimously. The bill will be heard in the Assembly 
Committee on Ways and Means on April 3, 1991. 

State employees have already had their salaries frozen, may 
soon be facing salary reduction and very likely the prospect 
of layoff. 

My bill, which moves forward the one year final compensation 
provision and actually permits the salary that went into 
effect on January 1, 1991 to be deemed to have been in 
effect for one year for purposes of computing final 
compensation, would also provide a two-year service credit 
to those state employees who retire early. I have amended 
the bill to extend the deadline date to apply for retirement 
through April 30. The bill permits each state department to 
elect to offer this program to you. 

I am rece~v~ng tremendous support for the bill but would 
appreciate you encouraging your state agency to formally 
express its interest and support for the bill to the 
I.egislature, the State Department of Finance and to the 
Governor. 

! Together we can put this 
impact of the State's fiscal 
state work force. 

Thank you again. 

i Sincerely, 

~ 
DAVE ELDER, Chairman 

bill into law to minimize the 
crisis and protect our valuable 

Public Employees, Retirement and 
Social Security Committee 
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JAemo 91-26 Exhibit 2 
~T;"TE OF CALIFORNtt. PETE WILSON. Gowmor 

CALIFORNIA LAW REVISION COMMISSION 
4000 MIDDLEFIELD ROAD, SUITE 0-2 

PALO ALTO, CA 94303·"'739 
1.1:51 494-1335 

Department of Finance 
915 L. Street 
6th Floor LIRD 
Sacramento, CA 95814 
ArrK: Robert Wiens 

Dear Mr. Wiens: 

March 18, 1991 

Ie: Als_IT Bill ,g. 599 

At your suueation, I .. writina to advise you of the beneficial 
effect to the California Law Revision Coaaission of Assembly Bill 110. 
599 (PERS: accelerated and early retire.ents). 

The Governor's bud&et proposes to reduce the appropriation for the 
Law Revision Ca.aission fro. $657,000 in 1990-91 (net) to $621,000 for 
1991-92. nus will require the Co.dssion to reduce its expenditures 
in 1991-92 by $36,000. 

It would be possible to achieve this reduction if the Coa.ission's 
Executive Secretary were to retire in 1990-91 and his position were 
filled in 1991-92 by a staff prOllOtion and the vacancy thereby created 
were filled at the lowest level for a 1 .. a1 position (araduate lea&1 
assistant). The savinas the Co.mission would thereby realize would be 
approzlmately $37,000. But the $37,000 savinas could be realized only 
if the Executive Secretary were to retire durina the current fiscal 
year (1990-91). This is because the Ezecutive Secretary's accrued 
vacation (which must be paid in cash when he retires) will be 
approximately $20,000, and if he retires in 1991-92, this would reduce 
the $37,000 savinas for 1991-92 by $20,000. 

The ezistina statutory proviSions strona1y encour&ae the Ezecutive 
Secretary to continue workin& until Dece.ber 1991. If the Executive 
Secretary were to retire before July I, 1991, he would euffer a 
silDificant reduction in retir..ant benefits. nus is becsuse, 
effective July I, 1991, retirement co.pensation will be ca.puted usina 
the cOllPensation for the hi&hest 12 IIIQPtb period. If an -.p1oyee 
retires before July I, 1991, retireaen.t cOllPensation will be COllPuted 
usina the hipest 36 month period. (We understand that retireaen.t 
benefits will be approzlmately five percent Maher if retireaent is 
deferred until after July I, 1991.) 



In view of the existing statutory situation, the Executive 
Secretary has decided to continue to work until after July 1, 1991, 
perhaps until December 1991, so that his retirement compensation will 
be computed using a l2-month compensation (that includes the pay raise 
that took effect on January 1, 1991), rather than a 36-month 
compensation that includes the periods of lower compensation before 
January 1, 1991. 

Assembly Bill 599 would strongly encourage the Executive Secretary 
to retire within the next few months. This would make it possible to 
pay his accrued vacation and any costs of early retirement out of the 
funds appropriated for 1990-91, thereby permitting the Coanission to 
live within the Governor's proposed budget for 1991-92. 

I believe that this is the type of situation that Assembly Member 
Elder has in mind in proposing Assembly B11l No. 599. The bill is 
optional with the particular state agency. Its enactment would give 
the Law Revision Coanission a useful option (which the Coanission 
itself could elect to exercise should it conclude that this was in the 
best interest of the agency) as a method of dealing with the 
significant reduction in the Commission's budget for the 1991-92 fiscal 
year. 

Sincerely, 

John H. DeMoully 
Executive Secretary 

jd409 
File: AcIII. 
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