ENROLLED ORDINANCE 166-9

APPROVE WAUKESHA COUNTY PICK-UP OF EMPLOYEE RETIREMENT
CONTRIBUTIONS PURSUANT TO IRC 8414(h)(2)

WHEREAS, Internal Revenue Code (“Code”) section 414(h)(2) permits public employers to
“pick up” contributions to a governmental pension plan that are designated as employee
contributions so that they may be paid for on a pre-tax basis and thereby be excluded from an
employee’s taxable income, provided the contributions are paid by the employer in lieu of
contributions by the employee, and the employee may not elect, directly or indirectly, to receive
the amounts instead of having them paid by the employer, and

WHEREAS, Waukesha County has determined that taking this action does not increase the
County’s cost of funding the retirement benefits owed to the Wisconsin Retirement System and
chooses to take this action in order to allow covered employees to exclude such amounts from
their taxable income due to the application of Code section 414(h)(2).

THE COUNTY BOARD OF SUPERVISORS OF THE COUNTY OF WAUKESHA ORDAINS
that pursuant to Internal Revenue Code section 414(h)(2), Waukesha County hereby elects to
pick-up all contributions designated as employee contributions that its covered employees owe to
the Wisconsin Retirement System (“WRS”).

BE IT FURTHER ORDAINED that pursuant to this Ordinance, all contributions that are
designated as employee contributions to WRS will be paid by Waukesha County in accordance
with the rules of Code section 414(h)(2); these pick up contributions will be withheld from
employee wages as a condition of employment with no individual discretion by employees to
have some other amount withheld or to have no amount withheld.

BE IT FURTHER ORDAINED that this Ordinance is effective upon publication, and
contributions to WRS made prior to this date will not be subject to these provisions.
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FISCAL NOTE

APPROVE WAUKESHA COUNTY PICK-UP OF EMPLOYEE RETIREMENT
CONTRIBUTIONS PURSUANT TO IRC SECTION 414(h)(2)

Section 414(h)(2) of the Internal Revenue Code provides that certain governmental
pension plans can desighate employee contributions to be “picked up” by the employer
and excludable from taxable income if the following conditions are met:

1. The employer must formally specify that the contributions, even though
designated as employee confributions, will be paid by the employer in lieu of the
employee making them.

The action can only be taken on a prospective (i.e, going forward) basis.

The employer action must be evidenced by a written document.

The arrangement must be mandatory. The employee must not be allowed to opt
out of the pick up or be able to receive the contributed amount directly instead of
having the employer pay them into the retirement plan,
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This Ordinance, if approved, is designed to meet the above criteria.

Excluding employee confributions from taxable income will result in no fiscal impact to
the County. However, it will reduce employee State and Federal taxable income in the
year the confribution is deducted from their wages. Tax savings realized by the
employees will depend on their individual SItuatlons Social Security and Medicare
taxes are unaffected by this action.
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