
 

STAFF REPORT FOR CALENDAR ITEM NO. :  8 
FOR THE MEETING OF:  November 10, 2011  
 
 

TRANSBAY JOINT POWERS AUTHORITY 
 
 
BRIEF DESCRIPTION: 
   
Approve the attached Resolution of Intention to initiate the process of directly contracting 
with the California Public Employees’ Retirement System (CalPERS) to continue 
providing retirement benefits to employees of TJPA, and a Resolution Authorizing the 
Employer “Pick-up” of Employee Contributions. 
 
EXPLANATION: 
 
In December 2003 the TJPA entered into an agreement with Local Government Services 
(LGS) to provide human resources services to the TJPA for a negotiated administrative 
fee.  These services have included providing and administering employee benefits, and 
processing payroll for the TJPA.  The original contract expired in July 2007 and a second 
contract was entered into with LGS at that time.   
 
TJPA now plans to become its own employer of record, transitioning human resources 
management to TJPA.  This transition is planned to take effect on January 1, 2012.  As 
employees of LGS, TJPA staff are currently members of the CalPERS retirement system 
and are also able to enroll in CalPERS medical benefit programs.  TJPA wishes to 
continue contracting with CalPERS for these benefits.  Because TJPA staff are currently 
eligible for CalPERS retirement and medical benefits, no increase in benefit costs is 
anticipated due to the transition.   
 
The attached resolutions are the initial step in the CalPERS contracting process.  A Final 
Resolution for retirement, and appropriate resolutions for medical benefits, will be 
brought to the Board for consideration at the December Board meeting.   
 
Employer Retirement Contribution 
The Resolution of Intention and its attached Contract Exhibit includes retirement benefits 
identical to those currently provided by LGS:  a Retirement Formula of 2%@55, One-
Year Final Compensation, and Fourth Level of 1959 Survivor Benefits.  The attached 
“Pick-Up” Resolution would also continue the LGS policy of designating the employee’s 
required 7% contribution as “picked-up” for tax purposes.   
 
CalPERS has performed an actuarial study to determine the TJPA’s initial required 
employer contribution rate.  The study was based upon transferring the current LGS 
employees to a new TJPA contract with identical benefits at the 2%@55 formula, 
limiting prior service credit to members employed on the conversion date, and one year 
final compensation calculation.  Per the study, the required employer contribution rate for 
fiscal year 2012-13 is 10.3%.  This employer contribution rate is the same for TJPA as it 
has been for LGS, according to the study, thus there is no anticipated fiscal impact on the 
TJPA budget.  The future annual cost of the new contract is estimated in the actuarial 
study to be $166,450 for FY2012-13.  CalPERS will conduct new valuations annually to 
determine the agency’s employer contribution rate for each fiscal year.   
 
 
 



 

Employee Retirement Contribution 
The Internal Revenue Code Section 414(h)(2) allows public agencies to designate 
required employee contributions as being “picked-up” by the employer and treated as 
employer contributions for tax purposes.  In essence, tax on the contributions will be 
deferred until the employee receives retirement benefits from the plan.  The Internal 
Revenue Service Revenue Ruling 2006-43 requires the employer to specify in writing 
that the contributions, although designated as employee contributions, are being paid by 
the employer.   
 
Once the Resolution of Intention is adopted, staff will hold an election which will allow 
employees to vote, by secret ballot, their approval or disapproval of the retirement 
proposal.  Current employees will also be required to make an individual election as to 
whether or not to participate in the Fourth Level 1959 Survivor Benefit.  1959 Survivor 
Benefits provide a monthly allowance, in amounts specified by law, to certain survivors 
of members who were covered for the benefit.   
 
Following the election, a Final Resolution will be brought to the Board for approval at the 
December meeting, with an expected contract effective date of January 1, 2012.  
 
The attached resolutions have been provided by CalPERS and cannot be changed.  
 
ENCLOSURES: 
 
1. Resolution of Intention to Approve a Contract Between CalPERS and the TJPA (for 

retirement benefits)  
2. CalPERS Contract (Exhibit Only) 
3. Summary of Major CalPERS Retirement Provisions 
4. Resolution Authorizing the Employer “Pick-up” of Employee Contributions 
 



















  
 

RESOLUTION TO TAX DEFER MEMBER PAID CONTRIBUTIONS –  
IRC 414(h)(2) 

EMPLOYER PICK-UP 
 

WHEREAS,   The governing body of the Transbay Joint Powers Authority has the authority to 
implement the provisions of section 414(h)(2) of the Internal Revenue Code (IRC); and 

 
WHEREAS,   The Transbay Joint Powers Authority has determined that even though the 

implementation of the provisions of section 414(h)(2) IRC is not required by law, the 
tax benefit offered by section414(h)(2) IRC should be provided to All Employees who 
are members of the California Public Employees’ Retirement System;  

 
Now, therefore, be it RESOLVED:  
 
(1)  That the Transbay Joint Powers Authority will implement the provisions of section 

414(h)(2) Internal Revenue Code by making employee contributions pursuant to 
California Government Code Section 20691 to the California Public Employees’ 
Retirement System on behalf of all its employees or all its employees in a recognized 
group or class of employment who are members of the California Public Employees’ 
Retirement System.  “Employee contributions” shall mean those contributions to the 
Public Employees’ Retirement System which are deducted from the salary of the 
employees and are credited to individual employee’s accounts pursuant to California 
Government Code section 20691.  

 
(2)   That the contributions made by the Transbay Joint Powers Authority to the California 

Public Employees’ Retirement System, although designated as employee 
contributions, are being paid by the Transbay Joint Powers Authority in lieu of 
contributions by the employees who are members of the California Public Employees’ 
Retirement System. 

 
(3)   That employees shall not have the option of choosing to receive the contributed 

amounts directly instead of having them paid by the Transbay Joint Powers Authority 
to the California Public Employees’ Retirement System. 

 
(4)   That the Transbay Joint Powers Authority shall pay to the California Public Employees’ 

Retirement System the contributions designated as employee contributions from the 
same source of funds as used in paying salary. 

 
(5)   That the amount of contributions designated as employee contributions and paid by 

the Transbay Joint Powers Authority to the California Public Employees’ Retirement 
System on behalf of an employee shall be the entire contribution required of the 
employee by the California Public Employees Retirement Law (California Government 
Code Sections 20000, et seq.). 

 
(6)    That the contributions designated as employee contributions made by the Transbay 

Joint Powers Authority to the California Public Employees’ Retirement System shall be 
treated for all purposes, other than taxation, in the same way that member 
contributions are treated by the California Public Employees’ Retirement System. 

 

Passed and Adopted by the governing body of the Transbay Joint Powers Authority at the regular 
meeting of the Board held on Thursday, November 10, 2011 in San Francisco, California.     
     
 
      By:  ____________________________________ 
       Secretary, Transbay Joint Powers Authority  
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