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FOR THE COUNCIL MEETING OF MAY 19, 2009 

COUNCIL AGENDA REPORT 

May 19, 2009 

TO: City Council 

FROM: City Manager 
Prepared by: Accounting and Budget Manager 

SUBJECT: PERS EMPLOYER PRE-TAX PAYROLL DEDUCTION PLAN FOR 
SERVICE CREDIT PURCHASES 

RECOMMENDATION: 

That the City Council adopt a resolution authorizing an Employer Pickup Pre-Tax 
Payroll Deduction Plan for Service Credit Purchases, 

BACKGROUND: 

By paying an agreed upon amount, an eligible employee may purchase service credit 
from California Public Employees' Retirement System (CALPERS) for qualifying events 
such as military service credit, service prior to membership and additional service credit 
(commonly referred to as air time), The employee has the option to pay cash up front or 
participate in a payroll deduction plan. Effective July 1, 1996, CALPERS implemented a 
pre-tax payroll deduction plan for service credit purchase under Internal Revenue Code 
(IRC) Section 414(h)(2). 

On July 16, 1996, the City Council adopted Resolution 96-127 authorizing pre-tax 
payroll deduction for Miscellaneous, Fire, and Police coverage groups. 

DISCUSSION: 

A CALPERS representative contacted and advised City staff that the City's resolution 
authorizing pre-tax payroll deduction for service credit purchases for Miscellaneous, Fire 
and Police coverage groups is inaccurate and a new resolution must be submitted in 
order for the City to be in compliance with Internal Revenue Code (IRC) Section 
414(h)(2). 

When Resolution 96-127 was prepared in July 1996, City staff specified the coverage 
group numbers, as well as the group names. On May 18, 2002, CALPERS changed the 
Miscellaneous coverage group number from 70001 to 70003. This group number 
change has caused Resolution 96-127 to be obsolete. As recommended by CALPERS, 
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to avoid this situation from occurring in the future, the resolution recommended for 
adoption includes the broader description "All Miscellaneous and Public Safety Groups" 
and omits coverage group numbers. With the adoption of the resolution an employee 
purchasing service credit will continue to have the option to participate in a pre-tax 
payroll deduction plan or pay the deduction with after-tax funds. 

Fiscal Considerations: 
There is no cost to the City for service credit purchases. 

Impact to the Community: 
None. 

MARY HARVEY 
Accounting and Budget Manager 
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RESOLUTION NO. 2009-66 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SANTA MARIA, 
CALIFORNIA, AUTHORIZING AN EMPLOYER PICKUP PRE-TAX PAYROLL 

DEDUCTION PLAN FOR SERVICE CREDIT PURCHASES 

WHEREAS. the Board of Administration of the Califomia Public Employees' 
Retirement System (CaIPERS) at the April, 1996 meeting approved a pre-tax payroll 
deduction plan for service credit purchases under Internal Revenue Code (IRC) Section 
414(h)(2); and 

WHEREAS, the City of Santa Maria has the authority to implement the provisions 
of IRC Section 414(h)(2) and has determined that even though implementation is not 
required by law, the tax benefit offered by this section should be provided to those 
employees who are members of CaIPERS; and 

WHEREAS, the City of Santa Maria elects to participate in the pre-tax payroll 
deduction plan for all employees in the following CalPERS Coverage Group(s): 

All Miscellaneous and Public Safety Groups 

NOW, THEREFORE, IT IS HEREBY RESOLVED by the City Council of the City 
of Santa Maria, California, as follows: 

1) That the City of Santa Maria will implement the provIsions of IRC Section 
414(h)(2) by making employee contributions for service credit purchases 
pursuant to the California State Government Code on behalf of its employees 
who are members of CalPERS and who have made a binding irrevocable 
election to participate in the pre-tax payroll deduction plan_ "Employee 
contributions" shall mean those contributions reported to CalPERS which are 
deducted from the salary of employees and are credited to individual employee 
accounts for service credit purchases, thereby, resulting in tax deferral of 
employee contributions_ 

2) That the contributions made by the City of Santa Maria to CaIPERS, although 
designated as employee contributions, are being paid by the City of Santa 
Maria in lieu of contributions by the employees who are members of CaIPERS_ 

3) That the employees shall not have the option of choosing to receive the 
contributed amounts directly instead of having contributed amounts paid by the 
City of Santa Maria to CaIPERS_ 

4) That the City of Santa Maria shall pay to CalPERS the contributions designated 
as employee contributions from the same source of funds as used in paying 
salary, thereby, resulting in tax deferral of employee contributions_ 
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5) That the effective date for commencement of the pre-tax payroll deduction plan 
cannot be any earlier than the date the completed resolution is received and • 
approved by CaIPERS. 

6) That the governing body of the City of Santa Maria shall participate in and 
adhere to requirements and restrictions of the pre-tax payroll deduction plan by 
reporting pre-tax payroll deductions when authorized by CalPERS for those 
employees of the above stated Coverage Group(s) who have elected to 
participate in this plan. 

PASSED AND ADOPTED at a regular meeting of the City Council of the City of 
Santa Maria held 19th day of May, 2009. 

Mayor 

ATTEST: 

Chief Deputy City Clerk 

:~N~~THEAD --- . 
BY /t-

c 

• 

• 


