REPORT

To the Honorable Mayor and City Council
From the City Manager

Qctober 13, 2008

SUBJECT
Administrative change with the California Public Employees Retirement System (CalPERS) for
Pre-Tax Payroll Deductions.

RECOMMENDATION

Approve a Resolution designating all Miscellaneous and all Safety Coverage groups eligible for
service credit purchases, to continue to allow the City to participate in the CalPERS Pre-Tax
(tax-deferred) Payroll Deduction Plan.

BACKGROUND

In July of 19986, the City adopted a resolution allowing employees to participate in the CalPERS
Pre-Tax Payroll Deduction Plan for service credit purchases for employees covered in the
following groups: 70001-Miscellaneous, 74001-Fire, 75001-Police.

In November 2008, the City amended its contract with CalPERS. This action created a new
coverage group: 70002-Miscellaneous. In order to allow pre-tax deductions, the City must now
adopt a resolution to designate the new coverage group as being eligible for the pre-tax
designation. This was not done when the CalPERS contract was amended in 2006. This is an
administrative change that has no impact on existing CalPERS benefits.

CalPERS recommended that the City specify that all Miscellaneous and all Safety groups are
eligible to participate in the plan in order for the City to avoid having to amend its contract in the
future.

ALTERNATIVES

If the City does not designate the appropriate coverage groups for pre-tax payroll deductions,
employees belonging to certain coverage groups who request (pre-tax) payroll deductions to
purchase additional service credit will have deductions taken out only on an after-tax basis.

FiISCAL IMPACT
None
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ATTACHMENTS
1. Calpers Pre-Tax (Tax Deferred) Payroli Deduction Plan For Service Credit
Purchases Resolution
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Employer code: 0008

EMPLOYER PICKUP RESOLUTION
PRE-TAX PAYROLL DEDUCTION PLAN
FOR SERVICE CREDIT PURCHASES
{CONTRIBUTION CODE 14)

WHEREAS, the Board of Administration of the California Public Employees’ Retirement System
{CalPERS) 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 Redwood City {Employer} 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 CalPERS; and

WHEREAS. the _g1ty of Redwood City {Emptoyer} elects to participate in
the pre-tax payroll deduction plan for all employees in the following CalPERS employee groups or
classifications {i.e., miscellaneous, safety, police, fire, etc.):

{Empioyee Groups or Classifications}
ALL MISCELLANEOUS GROUPS

ALL SAFETY GROUPS

NOW, THEREFORE, BE IT RESOLVED:

I. Thatthe City of Redwood City {Employer} will impiement 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.

ll. That the contributions made by the City of Redwood City {Employer}
to CalPERS, although designated as employee contributions, are being paid by the
City of Redwood City {Employer] in lieu of contributions by the empioyees
who are members of CalPERS.

ill. That the employees shall not have the option of choosing to receive the contributed amounts directly
instead of having them paid bythe __City of Redwood City {Employer} to
CalPERS.
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V. Thatthe _City of Redwood City , {Empioyer} 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.

V. 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 CalPERS.

V1. That the governing body of the __City of Redwood City {Employer} 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 employee groups or classifications who have elected to participate in this plan.

PASSED AND ADOPTED by the governing body of the {Employer}
this day of . . {year}

BY

{Signature of Official)

(Title of Offictal)
RETURN ADDRESS:
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FOR CALPERS USE ONLY

Pre-tax payroll deduction pian effective date:

pproved By: Title:
MEMBER SERVICES DIVISION, Service credit section-Unit 830




