
FOR THE COUNCIL MEETING OF MAY 17, 2011 

COUNCIL AGENDA REPORT 

May 17, 2011 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

SUBJECT: RESOLUTIONS AUTHORIZING PRE-TAX PAYROLL DEDUCTION 
PLANS FOR MEMBER CONTRIBUTIONS AND THE EMPLOYER PAID 
MEMBERS CONTRIBUTION PERTAINING TO THE CALIFORNIA 
PUBLIC EMPLOYEES RETIREMENT SYSTEM 

RECOMMENDATION: 

That the City Council adopt: 

1. A resolution authorizing employees' contributions to the California Public Employees 
Retirement System (CaIPERS), which are picked-up by the City, to be excluded from 
the gross income of the employee until such time as the contribution is distributed to 
the employee. 

2. A resolution authorizing paying and reporting the value of Employer Paid Member 
Contributions (EPMC) to CalPERS for the full-time general employees represented 
by the Service Employees International Union (SEIU); and 

3. A resolution authorizing paying and reporting the value of EPMC to CalPERS for the 
Non-Represented Management and Confidential Employees; and 

4. A resolution authorizing paying and reporting the value of EPMC to CalPERS for the 
Public Safety Managers; and 

5. A resolution authorizing paying and reporting the value of EPMC to CalPERS for the 
employees represented by the Santa Maria Fire Fighters' Union. 

BACKGROUND: 

As of July 1, 2011, employees hired after that date will be required to pay their entire 
employee contribution or a portion thereof to CaIPERS. SEIU represented employees 
as well as the Non-represented Management and Confidential employees will pay 
seven percent; the Public Safety Managers will pay nine percent; employees 
represented by the Santa Maria Fire Fighters' Union shall pay three percent (and six 
percent of the City's share); and sworn employees represented by the Santa Maria 
Police Officer's Association (SMPOA) will pay nine percent and non-sworn SMPOA 
members will pay seven percent. 

Internal Revenue Service (IRS) Revenue Ruling 2006-43 requires that the City adopt a 
resolution to identify whether all employees in the organization or all employees in 
specific groups or classes are subject to the "pick-up" provision. Cities that pick-up 



employee contributions for all of the employees in certain groups or classes, should 
specify so in their resolution pursuant to Revenue Ruling 2006-43. The City's resolution 
on file with CalPERS does not have specific language that complies with this ruling. 
Thus, the City needs to adopt the attached, updated resolution to comply with the 
Revenue Ruling. Furthermore, the City Council needs to adopt amending resolutions to 
comply with contractual obligations regarding the EPMC benefit. 

DISCUSSION: 

Section 414(h)(2) 

Section 414(h)(2) of the Internal Revenue Code (IRC) allows public agencies and 
school employers to designate required employee contributions as being "picked-up" by 
the employer and treated as employer contributions for tax purposes. The effect of a 
pick-up is to defer tax on employee contribution amounts until the member retires and 
receives retirement benefits, or separates from employment and takes a refund of 
contributions. Absent the Section 414(h)(2) provision to governmental plans, employee 
contributions to a defined benefit pension plan would automatically be after-tax 
contributions (e.g., taxable to the employee at the time the contribution was made). 

EMPC 
The EPMC benefit allows the City to report the value of the employer paid members 
contributions (EPMC) to CalPERS as additional compensation for retirement purposes. 
Currently, the City pays the entire EPMC for full-time SEIU, Non-Represented 
Management and Confidential Employees, Public Safety Managers, and those 
employees represented by the Santa Maria Fire Fighters' Union. Pursuant to the 
recently completed negotiations with each of the employee bargaining groups, the City 
modified the EPMC benefit for those employees hired after July 1, 2011. The attached 
resolutions comply with the recently negotiated MOUs and wage and benefit resolutions 
authorized by the Santa Maria City Council. 

Fiscal Considerations: 

Adopting the attached resolution will comply with Revenue Ruling 2006-43 and previous 
City Council direction and will continue to allow employee contributions, that are 
picked-up by the City, to be tax deferred to the employee. The aforementioned 
represents no cost to the City. 

Impact to the Community: 

None, as City employees will continue to provide quality City services to the residence 
and businesses of the City with no decrease in the level of service to the public. 

RENE M. VISE 
Director of Administrative Service 


