QUALIIFIED GOVERNME
ENTAL
EX
XCESS BE
ENEFIT AR
RRANGEM
MENT
((Tier 1 Meembers)
IInternal Revenue Code (IR
RC) Section 415(b)
4
limits the amount of pension bbenefits that a tax-qualified pension
pplan, such as the Water an
nd Power Em
mployees’ Reetirement Plann (WPERP), may pay to an individuall each tax
yyear. The do
ollar limit is adjusted
a
annu
ually by the Internal
I
Reveenue Service (IRS). The maximum am
mount for
ccalendar year 2017 is $215
5,000.
W
What is the Department’s
D
s Excess Ben
nefit Arrangeement?
O
On April 16, 1998, the Rettirement Boarrd approved an
a amendmennt to the WPE
ERP to implem
ment an Excess Benefit
A
Arrangement (EBA) to alllow those wh
ho are impactted by IRC S ection 415(b) to receive ttwo monthly payments
eequal to his/heer total month
hly pension benefit:
1. The WPERP
W
will pay
p a portion
n of the pensiion benefit upp to the amouunt allowed bby IRC Sectioon 415(b);
AND
2. The Department’s
D
Payroll and Timekeeping
T
Office (Payrroll) will payy the remaininng amount in excess of
the IR
RC limit from
m the EBA.
W
What changees will there be
b to my mon
nthly pension
n benefit?
Y
Your total pen
nsion benefit will NOT ch
hange; howev
ver, you will rreceive one ppayment from
m the WPERP
P, and one
ppayment from
m the EBA. The total of thee two paymen
nts will equall your total monthly pensioon benefit.
Y
Your paymen
nt from the WPERP
W
will co
ontinue to bee reported on a Form 10999-R, and will remain payabble on the
1st of the mon
nth for the prreceding mon
nth’s pension
n benefit. Forr example, a pension paym
ment for the month of
A
April is payab
ble on May 1sts .
Y
Your payment from the EB
BA will be treeated as ordin
nary wages aand will be rep
eported on a F
Form W-2. Y
Your EBA
ppayments willl be payable on/after the 1st of the mon
nth followingg the end of tthe month thaat your pensioon benefit
w
was payable; however,
h
EBA
BA payments will
w follow th
he active payrroll schedule.. Therefore, iit is likely thaat you will
nnot get your EBA
E
portion on
o the 1st of th
he month; how
wever, you shhould always receive it by the 15th of thhe month.
H
How is the IR
RC 415(b) lim
mit applied?
E
Each year the IRS adopts the
t maximum
m dollar limit under 415(b)). This limit hhas grown steeadily since 22007 from
$$180,000 to th
he current am
mount of $215
5,000. The lim
mit is then furrther adjustedd for the folloowing factors,, but in no
ccircumstancess will the adju
ustments resu
ult in an amou
unt higher thaan the maxim
mum adopted bby the IRS, uunless you
aare “grandfath
hered”:
1. Age at
a retirementt: If you weree under age 62 at retiremennt, your limit will be adjussted downwarrd.
2. Yearss of particip
pation: If yo
ou had less than 10 yeaars of Servicce Credit (W
WPERP and LACERS
combined), your limit will be ad
djusted downw
ward.
3. Contiinuance afteer death: If you selected
d an option too leave a life
fetime continuuance to a noon-spouse
benefficiary or havee a spousal co
ontinuance off less than 50%
%, your limit will be adjussted downwarrd.
4. Afterr-tax contrib
butions: If you
y had afteer-tax contribbutions, incluuding after-taxx contributioons to the
Addittional Annuity
y account, yo
our limit will be
b adjusted uppward.
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What is “grandfathering” and how will it affect my limit?
If you were a member of WPERP or LACERS prior to July 1, 1990, and your funds from LACERS were
transferred to WPERP under the Reciprocal Agreement, you may be “grandfathered”. WPERP will calculate
your “grandfathered” limit by calculating your monthly pension benefit utilizing WPERP rules in existence on
October 14, 1987. If your “grandfathered” limit is higher than the IRC limit, WPERP will use the
“grandfathered” limit to calculate your EBA amount.
My membership date is prior to July 1, 1990, why did the “grandfathered” limit not apply to me?
To calculate the “grandfather” limit, WPERP must use the plan rules that existed as of October 14, 1987. If you
would not have qualified for a retirement under those rules, WPERP must use the IRC limit. For example, if you
retired under the Staff Reduction Program by adding additional years to your retirement and you would not have
qualified for a retirement without this enhancement, then you would not qualify for the “grandfathered” limit and
the WPERP must use the IRC limit.
Will my Cost of Living Adjustments (COLA) be affected?
There will be NO change to your annual COLA. Your COLAs will be calculated using the combined pension
amount as if you had no excess benefit.
Will my death benefit be affected?
There will be NO change to your death benefit. Your death benefit will be calculated using the combined pension
amount as if you had no excess benefit, and will be paid in accordance with the terms of the WPERP.
Will the amount payable from the EBA change every year?
The amount payable from WPERP will depend on factors set annually by the IRS and the COLA adopted by the
Retirement Board. Therefore, if you are affected, WPERP will conduct a recalculation each April to determine
your EBA amount and will provide you with a notice specific to you.
What if I’m divorced and my ex-spouse is receiving a portion of my pension?
There will be NO change to the total amount of pension benefit payable to you and your ex-spouse. Since your
ex-spouse may not be a previous employee of the Department, to the extent possible, we will allocate your
ex-spouse’s entire community property portion out of the WPERP.
How will my contributions to the Additional Annuity Program affect me?
WPERP will annuitize the balance in your Additional Annuity account at retirement, even if you elected a lump
sum refund or rollover. The monthly amount calculated will be included in the calculation of the EBA.
Do I need to provide tax withholding instructions for the EBA?
Payments from the EBA are treated as ordinary income for withholding purposes. Payroll will apply the rates
specified by the IRS and the California Franchise Tax Board. For more information, please contact Andrew Virzi,
Assistant Controller, at (213) 367-3125.
Can payments from the EBA be directly deposited into my bank account?
Yes. You will need to provide separate direct deposit information to the WPERP and Payroll.
What if I move?
You will need to provide separate change of address notifications to WPERP and Payroll; however, WPERP will
forward your change of address to the Department at your request.

For information or questions regarding the Excess Benefit Arrangement, please call
WPERP at (213) 367-1715.
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