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TOWN OF APPLE VALLEY 
TOWN COUNCIL STAFF REPORT 

 

To:  Honorable Mayor and Town Council  Date: June 12, 2012 
 
From:  Marc Puckett, Director of Finance  Item No:  6 
 Finance Department 
  
Subject: PUBLIC AGENCY RETIREMENT SERVICES CONTRACT 
 
T.M.  Approval:_____________________  Budgeted Item:  Yes   No  N/A 

 
 
RECOMMENDED ACTION: 
 
That the Town Council adopt a resolution authorizing execution of an agreement with 
the Public Agency Retirement Services (PARS) to provide an Alternate Retirement 
System (ARS) for employees not eligible for enrollment in the Public Employees 
Retirement System (PERS). 
 
 
SUMMARY: 
 
The United States Congress adopted the Omnibus Budget Reconciliation Act (OBRA) in 
1990. OBRA mandates that employees not covered by a retirement program be 
enrolled in Social Security or an alternate retirement system effective January 1, 1992.  
Currently, in compliance of the OBRA requirement, the Town of Apple Valley 
contributes, on behalf of each eligible part-time employee, an amount equal to 6.2% of 
his or her salary to Social Security.  The employee also normally contributes 6.2% of his 
or her salary to Social Security for a total contribution of 12.4%.  Note that contributing 
to Social Security is but one option which complies with OBRA.  Congress also 
specifically provided for alternatives and included statutory language spelling out the 
minimum requirements for alternate systems.  The PARS offers an Alternate Retirement 
System that meets the statutory requirements as specified by congress while having the 
potential to save the Town costs in the long run. 
 
BACKGROUND: 
 
PARS is the third largest multiple employer public retirement system in California with 
over 600 member agencies representing over 300,000 public employees.  Several local 
agencies such as Apple Valley USD, the City of Fontana, and the Town of Yucca Valley 
are members of PARS. 
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All employees who work under 1000 hours in a fiscal year will be required to enroll in 
PARS ARS, provided they are not currently enrolled in or eligible for PERS.  The 
employees’ contribution will be 7.5% of their salary.  However, employees will realize a 
benefit with PARS ARS because the deduction will be taken from “pre-tax” dollars which 
will result in an increase in take-home pay for the employees.  The Town will contribute 
0% for a total contribution of 7.5%.  The reduced rate for the Town will result in a cost 
savings to the Town.  Actual costs and subsequent cost savings will vary because they 
are dependant on the number of eligible employees and the hours worked; however, 
based n the current number of eligible employees, the Town estimates the cost savings 
at approximately $17,000 annually.   
 
There are several benefits for enrolled employees as well: 
 

1. PARS plan participants are immediately fully vested in their individual accounts; 
2. In the event of the participants separation of employment, assets in his/her 

account may be (1) distributed as a lump sum, (2) rolled over into an Individual 
Retirement Account (IRA) or other qualified retirement plans that accept roll-
overs or (3) eligible employees may purchase PERS service credits; 

3. Social Security contributions are made post tax which requires the employee 
make contributions after taxes have been paid.  PARS ARS contributions are 
made pre-tax thus resulting in additional take home pay to the employee. 

 
As the plan administrator, PARS will ensure that all Town of Apple Valley eligible 
employees are educated in the program.  PARS also provides training to payroll staff to 
ensure that the program is properly implemented, and will also monitor the program and 
generate and submit all required reports.  US Bank serves as the Trustee for PARS 
ARS.  The assets are held separately from the assets of US Bank and cannot be 
accessed by creditors of either the Trustee or the Town.  Employees should feel very 
secure that their funds will be available when required. 
 
FISCAL IMPACT: 
 
It is anticipated that there will be a cost savings of approximately $17,000 in the first 
year.  This estimated cost savings will be achieved due to the reduced contribution rate 
of the Town under the PARS ARS program for eligible employees 
 
ATTACHMENTS 
 
Administrative Services Agreement 
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RESOLUTION 2012-33 

 

A RESOLUTION OF THE TOWN COUNCIL OF THE TOWN OF APPLE 
VALLEY, CALIFORNIA, APPROVING AND ADOPTING THE PUBLIC 
AGENCY RETIREMENT SYSTEM TRUST AS AN ALTERNATIVE PLAN 
TO SOCIAL SECURITY FOR ALL PART-TIME EMPLOYEES 

WHEREAS, it is determined to be in the Town’s best interest and its employees to 
provide a Qualifying Retirement System for its employees not currently eligible for such a 
Qualifying Retirement System, thereby meeting the requirements of Section 11332 of the 
Omnibus Budget Reconciliation Act (OBRA 90) and Section 3121(b)(7)(F) of the Internal 
Revenue Code (IRC), and 

WHEREAS, the Public Agency Retirement System (PARS) has made such a system 
available to the Town and its employees and qualifies under OBRA 90 Section 11332, IRC 
Sections 3121(b)(7)(F) and 457(b) and meets the meaning of the term “retirement system” as 
given by Section 218(b)(4) of the Federal Social Security Act,  

NOW, THEREFORE, BE IT RESOLVED that: 

1. The Town Council hereby adopts the PARS Trust, including the PARS Section 457 
FICA Alternative Retirement Plan, effective July 1, 2012, the Effective Date for the 
benefit of employees on that date and hired thereafter; and 

 
2. The Town Council hereby appoints the Director of Finance, or his/her                       

successor or his/her designee as the Town’s Plan Administrator for the PARS 
Section 457 FICA Alternative Retirement Plan/Trust; and 

 
3. The Town’s Plan Administrator is hereby authorized to implement the plan(s), 

execute the PARS legal and administrative documents on behalf of the Town and to 
take whatever additional actions are necessary to maintain the Town’s participation 
in PARS and to maintain PARS compliance of any relevant regulation issued or as 
may be issued; therefore, authorizing him/her to take whatever additional actions are 
required to administer the Town’s PARS plan(s). 

 

 The Town Clerk of the Town of Apple Valley hereby certifies that the above foregoing 
resolution was duly and regularly adopted by said Town. 
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APPROVED and ADOPTED this 12th day of June, 2012 by the Town Council of the 
Town of Apple Valley. 

 

       _______________________ 

       Barb Stanton, 
        Mayor 

 

ATTEST: 

 

________________________         

LaVonda M-Pearson,  
 Town Clerk 

 

 

 


