301- New Employee Authorization Transmittal (NEAT) Form CalSTRS Manual

New Employee Authorization Transmittal (NEAT) Form

For retirement purposes, the NEAT form is DFS’ notification that a new employee has been hired at the
district and a CalSTRS account may need to be established. Accounts are established as either member
accounts or non-member accounts.

After the NEAT has been approved for payroll purposes, it is distributed to the STRS unit who reviews
the employee profile in Galaxy to verify the employee retirement plan code, AB340 boxes, and position
type. This information will help the STRS unit correctly set up an employee’s account with CalSTRS.

Complete the NEAT form in its entirety and attach all applicable retirement forms. This will assist DFS in
setting up all employees correctly from the start so no district charges or refunds need to be transacted
at a later date.

When NEATs are not required to be approved by DFS, the STRS unit is not able do any verification of
the employee’s profile and, therefore, the retirement coding cannot be verified. This may happen
when a former classified employee accepts a certificated position with the same district or returns to
work for the district.

When the Retirement Unit is unable to validate an employee’s retirement status, it
may cause district charges/refunds due to incorrect membership status or member

retirement formula at the time payroll was processed. These charges/refunds are
logged in the control sheets and e-mailed to districts on a monthly basis.

June 2017 Section 301-1



301- New Employee Authorization Transmittal (NEAT) Form CalSTRS Manual

SAMPLE

Division of Administration and Busines

District Fiscal Services FORM BEING REVIEWED

New Employee
Authorization Transmittal

“Employee Information:
District Name:
Employee Name: Employee Type: SELECT
(Last) (First) (LU CE- Certificated
Social Security Number (SSN): EheCamiing
Birthdate (mm/dd/yyyy):
, Check the CalSTRS Secured Employer Website (SEW)
Retirement Status: £ .
Select the appiicable status and complete informetion requested undg . or all new hires and any current employee who
Employee is a SELECT member of SELECT : begins performing creditable certificated duties
District has:

2 verified® the employee’s PERS status in the myCalPERS VWS

o verified® the employee’s STRS status in the CalSTRS Secured Employer Website (S|

*Verified by: Phone: Date:
(District Representative)

o entered employee in Galaxy as a SELECT  member for the current position.
Required Backup Information:

o Copy of Employee’s Withholding Allowance Certificate (W-4) must be
Form is invaiid if it has been altered. rerehed

o Copy of Employee’s Withholding Allowance Certificate (DE-4)
= o8 A b, Sy

Applicable
STRS form

2 Copy of Social Security Card
Copy needs fo legible. If not legible - district must verify by writing the empioyee's name and SSN next to the copy,
sign, and date.
2 Original PERS or STRS Election form (PERS: MAR or STRS: ES350 or ES372)
if applicable.
0 Copy of Employee's Driver License Any government issued document for DOB
T verification

Information indicated in this section will be verified with the ars one
that only oniginal signatures from an authorized mntwﬂbeacoepled

Name: Title:

Authorized Signature: Date:

Submittal Information:
* District is to keep original copies of all backup information in employee’s personnel file.
* W-4/DE-4:
= Tax Allowance Status: Married, Single, Head of Household must be indicated (unless filing exempt).
*  Withholding allowances must be indicated (unless filing exempt).
*  Additional withholding amount, if any.
* Please note: W-4 or DE-4 with ten or more allowances, or exempt must be submitted to: W-4 Unit,
Franchise Tax Board MS F 180, P.O. Box 2952, Sacramento, California 95812-2952.
* The employee’s name entered in Galaxy must match what is stated on the Social Security Card.
« For forms previously submitted, please write “Previously Submitted” on the original form before resubmitting.

Form No. 3399T (Revised 05/13) Distribution: Original- DFS, Copy- District
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Minimum Standards

Per Education Code section 22138.5, full-time may not be defined as less than the days/hours stated
below.

Classification Time
Prekindergarten through grade 12 teachers and all others who work 175 days or 1,050 hours
directly with pupils
Principals, program managers, including advisers, coordinators, 190 days or 1,520 hours

consultants, and developers or planners of curricula and administrators
at a school site or district office

Administrators at the county office of education (time includes legal 215 days or 1, 720 hours
holidays)
Teachers in adult education programs 1,050 hours

Minimum standards for community colleges

Classification Time
Full-time 175 days or 1,050 hours
Program managers and administrators 190 days or 1,520 hours
Counselors and librarians 175 days or 1,050 hours
Part-time, adjunct faculty 525 hours
Instructors in adult education programs at a community college 875 hours

Source: CalSTRS Employer Reporting Handbook FY13-14

June 2017 Section 305-1



305- Full-Time Minimum Standards CalSTRS Manual

Reminders

There are edits in Galaxy that prevent a salary schedule from being set up for less than the minimum day
requirement of 175 days for full-time equivalency.

The Service Desk staff can modify the salary schedule days to less than the minimum requirement with
the approval of District Fiscal Services.

When a request for salary schedule modification is made, please include the salary schedule to be
modified, the number of hours that the schedule should reflect, and the hours per day that employees
covered by the salary scheduled are required to work. The salary schedule will be approved for
modification if the minimum hour requirement is met. District Fiscal Services will first approve the
schedule with the minimum 175 days; the Service Desk will adjust the hours per the district’s request.

Employees who do not meet the minimum standards for full-time equivalency are not eligible to receive
a full year of service credit. A salary schedule with less than the minimum standard would erroneously
grant employees one full year of service credit.

Examples:
e 175 day contract, 6 hours per day = 1,050 hours = 1.0 Service Credit
e 175 day contract, 4 hours per day = 700 hours = 0.666 Service Credit

Even if 4 hours per day is considered “full-time” for the employee, it does not meet the requirements for
the employee to earn 1.0 years of service credit.

June 2017 Section 305-2



310- Mandatory Qualifications CalSTRS Manual

Mandatory Qualifications

Defined Benefit
Program

Full-Time
Contract

Part-Time
Contract

Unless the

employee is

already a STRS
member

Substitute
Educator

Retirement
code 54

Part-Time
Hourly/Daily

Retirement
code

55 for K-12,
58 for CCD

References

A new employee hired in a full-time position becomes a Defined Benefit
(DB) member on the first day of employment.

Do not combine multiple positions to determine full-time.
A full-time position with any district makes the employee ineligible to participate
in the Cash Balance (CB) Program..

A new employee hired in K-12 to work 50% or more of a full-time contract,
becomes a DB member as of the first day of the pay period following his or her
employment to perform creditable service. An employee hired to work at a
community college- CB employer or not, whose employment is considered
temporary becomes a DB member on the first day of the pay period following
their position becoming permanent.

Cash Balance participant in K-12 basis of employment changes to perform
creditable service for 50% or more becomes a DB member on the first day of the
pay period following the change in the basis of employment.

Basis of employment is defined as the standard of time over which the employer
expects service to be performed by an employee in the position during the school
year.

A non-member substitute educator who works 100 or more complete days in
one district becomes a DB member on the first day of the following pay period.
The following pay period must be in the same fiscal year.

This statute does not apply if the position is with a CB district.

A part-time employee hired on an hourly or daily basis who works 60 hours or 10
days in a single pay period and district becomes a DB member on the first day of
the following pay period. The following pay period must be in the same fiscal year.

This statute does not apply if the position is with a CB district.

A temporary part-time employee at a community college district shall become a
member as of the first day of the pay period following his or her

employment to perform creditable service changes to permanent status. This
statute also applies if the position is with a CB community college district.

Education Code sections: 22501, 22502, 26400(e), 26107, 22503, 22504
Employer Directives 2005-03, Employer Circular Volume 21, Issue 2, March 1,
2005.

Source: CalSTRS Employer Reporting Handbook FY13-14
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Reminders

e Check the Secured Employer Website for employee’s status with CalSTRS when hiring new
employees and for current employees who begin performing creditable duties for your district.

e Part-time contract employee with a 50%-99% contract becomes a member the first day of the
following pay period unless the employee is already a CalSTRS member.

& Part-time contract employees with a 50%-99% contract become members the first day of the

o Districts will aret have to set up the employee as non-member with a retirement plan
code of Nl-erAL N6 or A6 for the first month of employment. Galaxy will automatically
change those retirement plans to S1 on the first of the following pay period. (See
following pages in this section for a DFS Notify sent to districts regarding the addition of

the A6/N6 retirement plans to Galaxy.)and-thenchange the employeeto-memberwith
retirementplanSt.
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From: DFS-NOTIFY
Sent: Wednesday, December 20, 2017 10:14 AM
Subject: Payroll and Retirement: AG6/N6 Retirement Plans

Please forward this information to the appropriate parties at your district, charter school or
community college

Purpose: To notify districts of recently added retirement plans (46 and M6) in Galaxy to facilitate
regulations to the Permissive Membership (E5-0350) form resulting from Senate Bill 1352.

Action Needed: Please use the A6 or NG retirement plans as appropriate if an employee elects CalSTRS using the
Permissive Membership (E5-0350) form, or if they are a 50-99% contract employee.

Senate Bill 1352 required that membership be effective the first day of the pay period following the election (see
attached for previous DF5 Notify regarding this change). Currently, if an employee elects membership in December and
they have December earnings on the 6A, 6M, 65 ar 68 payrolls, they are entered in Galaxy with a retirement plan Al or
M2. Following the December payrolls, district staff must change the employee’s retirement plan to 51.

Instead, there are now AG and N& retirement plan codes available in Galaxy with the description “FUTURE PERMISSIVE
ELECTIOM f 50-99% EMPLOYEE". These new retirement plan codes behave the same as the A1 and N2 retirement plan
codes with the exception that they will be automatically changed in Galaxy to an 51 on the first of the month following
their initial set-up.

Example 1: A 45% contract employee is hired January 10, with their first payroll to be paid January 31, on the 7M.
There is no mandatory membership for employees who are hired for less than 50% contract. The ES-
0350 form must be given to the employee to elect/decline membership. The employee signs the ES-
0350 form on lanuary 10, 2018:

¢ |f membership is elected, membership is effective February 1, 2018.
o Set-up the employee in Galaxy with an A6/NG retirement plan.
o Retirement earnings for the 7M payroll are reported with the A6/NE retirement plan.
Effective February 1, Galaxy will automatically change the employee’s retirement plan to 51.
o All future retirement earnings starting with the 8M payroll will be reported with an 51
retirement plan.
¢ [f membership is declined, employee is set-up by the DF5 STRS Unit as a non-member effective
January 1, 2018.
o The rule is different when membership is declined; former process is followed. Please use
Al or N2 retirement plan.
»  All hours/days worked are monitored for possible future mandatory gqualification
into membership.
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Example 2: A substitute teacher is hired December 15, 2017; a Permissive Membership (E5S-0350) form should be
given to the employee immediately upon hire.

¢ |f the employee elects membership and the E5-0350 is returned and signed with a December date:
o Set-up the employee in Galaxy with an A6/NE retirement plan.
o The retirement plan will automatically be updated to 51 effective January 1, 2018,
¢ |f the employee elects membership and the E5-0350 is returned and signed with a January date:
o The district set-up the employee in December with an A1/N2 retirement plan (employer is
assuming the employee will decline membership).
o The DFS STRS Unit will set-up the employee’s CalSTRS non-member account with a
December 1, 2017 date.
o When the E5-0350 form electing membership is received by the employer with a January
signature date:
»  District will change the retirement plan to AG6/NE.
« Payroll owed for December will process with the A1/MN2 retirement plan.
* Payroll owed for January will process with the AG6/N6& retirement plan.
*  The DF5 STRS Unit will set-up employee’s CalSTRS member account with a February
1, 2018 membership date. The signature date of the employee is the date of
election, not the hire date.
» Payroll owed for February forward will process with the 51 retirement plan.

Note: If the district is setting up the employee in Example 2 in December, the A6/NG retirement plan codes will
automatically change to 51 a month early. The former manual process is necessary if the E5-0350 form is
not received in December, the employee should be setup with an A1/N2 retirement plan and updated
only to A6/NE when the form is received by the district.

***please note, membership is effective the first day of the pay period following the election regardless if the
employee worked or not on the month the election was made. ***

For more information on Permissive Membership, please see the attached section 315 from the CalSTRS manual. As
always, please make sure that the forms are legible, and the legal name {matching the employee’s Social Security Card)
is used when completing.

Carolyn Yoakum

Senior Accounting Technician

ABS Jf District Fiscal Services - 5TRS
Riverside County Office of Education
(951) 826-6538 / FAX: [851] B26-6961

CY:rb
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Permissive Election

What is it? The Permissive Election ES350 is the form part-time and substitute educators use
to elect membership into the Defined Benefit Program. The form is used to elect
into the Defined Benefit Program and it serves as an acknowledgement of receipt
of CalSTRS Defined Benefit Program information.

An employee who performs creditable service and is excluded from membership
may elect membership at any time- even if the employee declined membership in
the past. To elect membership, the non-member employee must use the
Permissive Election Form ES 350.

Notify New New part-time and substitute employees must be notified of their right to elect
Employees CalSTRS membership within 30 days of the hire date. Employers must also give
information about CalSTRS retirement programs.

If the new employee is not notified, the employer may be liable for employer
and employee contributions and interest, as well as audit costs if an audit
reveals noncompliance.

Once the permissive election is made, membership can be cancelled only by
terminating all creditable service and receiving a refund of contributions.

References Education Code sections, 22515, 22455.5
Administrative Directive 95-01

Senate Bill 1352: Effective January 1, 2017

ES 350 Permissive Membership forms must be received by CalSTRS
within 30 days of the employee’s signature date.

Membership date is the first day of the pay period following the
election.

Employees with a 50%-99% contract will automatically become

members the first pay period following their hire date unless they are
already members.
o The ES 350 can no longer be used to allow less than 100%
contract employees to be CalSTRS members on the first day
of hire.

Source: CalSTRS Employer Reporting Handbook FY13-14

August 2018 Section 315-1



315- Permissive Election CalSTRS Manual

Permissive Election, Continued

Job Aid Use this Permissive Election table for guidance Use this Permissive Election table
for guidance:

Step Action

1 Within 30 days of the hire date:
* Notify employee of right to elect CalSTRS membership
e Give employee information about CalSTRS programs

e Obtain written acknowledgment (Form ES 350) from employee
e Keep a capy in the employee’s personnel file

DFS If employee elects membership:
Responsibility e Add membership date in REAP (or through the MR&87 file
process) with a Transaction Code 81
e Submit ES 350 form to CalSTRS via COE office

2017 Update .
Membership date:
First day of pay

period following
election.

Begin reporting all creditable service to CalSTRS with a member
code 1 and contributions

If employee does not elect membership:
* Add non-membership date in REAP (or through the MR87 file
process) with a Transaction Code 02
e Report non-qualifying service to CalSTRS with a non-member code
DFS 2
Responsibility e Keep ES 350 form in the employee’s personnel file
Monitor creditable service for mandatory qualification

Maintain a copy Written acknowledgment of receipt of CalSTRS Defined Benefit Program
of the ES350 information by the employee shall be maintained in employer files on a form
(ES350) provided by CalSTRS

Source: CalSTRS Employer Reporting Handbook FY13-14

August 2018 Section 315-2



315- Permissive Election CalSTRS Manual

Processing Permissive Membership (ES 350) Forms

Example 1: A 45% contract employee is hired January 10, with their first payroll to be paid January 31,
on the 7M. There is no mandatory membership for employees who are hired for less than 50% contract.
The ES 350 form must be given to the employee to elect/decline membership. The employee signs the
ES 350 form on January 10, 2017:

o If membership is elected, membership is effective February 1, 2017.
o Retirement earnings for the 7M payroll are reported with a N6 or A6 retirement plan.
o Retirement earnings for the 8M payroll are reported with an S1 retirement plan.
o |f membership is declined, employee is setup as a non-member effective January 1, 2017.
o Usean N2 or Al retirement plan during set-up in Galaxy.
o The rule is different when membership is declined; former process is followed.
= All hours/days worked are monitored for possible future mandatory
qualification into membership.

Example 2: A substitute teacher is hired December 15; they complete an ES 350 form electing
membership and sign the form on January 5, 2017:

e Retirement unit sets up the employee with a February 1, 2017 membership date.
o Note: If any earnings are paid to this employee for December, the ES 350 received with
a January 5, 2017 date forces the STRS unit to reach out to the district and ask for an ES
350 with a revised signature date reflecting December.

DFS Permissive Membership (ES 350) Forms- Other Reminders

e Use the most current version of the ES 350 form (currently it’s the February 2017 version).
e Once a member, always a member unless the employee terminates employment with all
California school employers and requests a refund of all contributions made.

o Check the Secured Employer Website for employee’s status with CalSTRS when hiring new
employees and for current employees who begin performing creditable duties for your district.

e Do not give the Permissive Membership form to CalSTRS retirees.

o Retirees don’t have the right to permissively elect membership.

e The employee’s signature date in the ES 350 form should not be earlier than the employee’s
official hire date with the district.

e An employee who performs creditable service and does not mandatorily qualify for immediate
membership may elect membership at any time, even if the employee declined membership in
the past.

e For K-12 and charter schools: Employees who decline membership may mandatorily qualify for
membership.

o A part-time employee, who works 60 hours or more in a single pay period at the same
district, becomes a DB member on the first day of the following pay period, unless the
following pay period is in a new fiscal year. (Retirement plan 55.)

o A non-member substitute who works 100 or more days in one district becomes a DB
member on the first day of the following pay period, unless the following pay period is in
a new fiscal year. (Retirement plan 54.)
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For community colleges: A temporary or part-time employee mandatorily qualifies only when
their employment status changes to permanent; the 60 hour/100 day rule does not apply for
community colleges.
Social Security Form SSA-1945 “Statement Concerning Your Employment in a Job Not Covered
By Social Security” should be provided to all employees who do not contribute to social security.
This includes employees who:

o Qualify for immediate CalSTRS membership.

o Permissively elect membership into CalSTRS.

o Qualify for CalSTRS membership by meeting the 60 hour/100 day threshold.

o Contribute in an alternative retirement plan like PARS or Apple.

Returned ES 350 Forms

Many ES 350 forms are unnecessarily completed. For example, an employee completes the ES
350 form and permissively elects membership at district A, but membership was established at
district B six months ago; or an employee declines membership at new district, but they had
already elected membership with a previous employer. DFS is not returning these forms to the
district, but an e-mail notification will be sent to the district if STRS staff changes an employee’s
retirement plan in Galaxy.

o Review these changes and contact the STRS unit if you have any questions.

ES 350 forms will only be returned to the district when they are valid, but cannot be processed
due to missing information. The ES 350 form will be returned to the district with the following
cover letter.

It is imperative = @

that the forms are

returned to DFS in DATE:
TO:

a timely manner

FROM:

so earnings can be D o Aot wid Biiiaas Servioes
submitted to

(951)826- FAX (951)826-6961
CalSTRS timely

and minimize the

SUBJECT: CalSTRSES 350 Permissive Membership form—Incomplete

The ES 350 Permissive Membership form(s) forthe employee below carmot be
d due to missingi i Please plete thehighlighted areas

and retum to my attention as soon aspossible.

assessment of P&l Districts may be charged orrefimded employes/arploy ifthe
ES 350 forms are not processedtimely. Please callmeifyouhave any
charges questions.
EMP:: Employee Name:
Thank you
Attachment(s)
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CALSIRS

ia State Teachers” Retirement System
P.0. Box 15275, MS 17

Permissive Membership

ES 0350 rev 02/17

PERMISSIVE MEMBERSHIF ELECTION AND ACHNI]WLEI]G m$351m75
OF CALSTRS DEFINED BENEFIT PROGRRRLM "2 Use the latest version of the form. CHSTRS com

Employees who are employed to perform creditable service, but who are excluded from mandstory membsership pursuant to Education Code sections
22601.5, 22802, or 22604, are eligible to pemissively elect membership in the Califomia State Teachers’ Retirement System (Cal3TRS) Defined
Benefit Progrem pursuant to Education Code section 22515, This form enebles efigible employees to make this election or decline to make this
election. This form must be received by CalSTRS within 30 days of the date on which the employee signs and dates the form. Contributions mey not be
submitted to the system until CalSTRS has received the completed election form. If the employee alects membership in the CalsTRS Defined Benefit
Program, the membership date shall be the first day of the pey peniod following the date on which the employee signs and detes this form.

Section 1. Employee Information, Election and Certitication (fo be completed by employee)
MAME (LAST, FIRET, MIDDLE INITIAL) CLIENT ID OR Z0CIAL SECURITY NUMEER

HOME TELEPHONE

Name should match the employee’s name as Write the social security number in full.

shown on the employee’s social security card.

EIRTH DATE [MM,/D0/YYYY)

O | elect membership in CaISTRS Defined Benefit Program < Make sure the
I understand this membership election is imevocable and applies to all future employment to perform cred

with the same or another employer, and may be canceled only by terminating all such employment and re i ponee
my accumulated retirement contributions from CalSTRS. makes a
O 1decline membership in CalSTRS Defined Benefit Program &t this time ( selection by
| understand | can elect membership in the Defined Benefit Program at any time while | am employed to pe
senvice. checking one of
| certify | have received information from my employer concerning the CaISTRS Defined Benefit Program and understand the criteris the two boxes,
the program.

and that they
sign and date

| understand & is a crime 1o feil to disclose & material fact or to make any knowingly false metenal statements for the purpase of alt
bemefit administerad by CaISTRS and it may result in up to one year in jail and/or a fine of up to §5,000 pursuant to Education Codg

EMPLOYEE SIGMATURE DATE
0 the form.
Section 2: Employer Certitication (to be completed by employer) Signature date
| certiy that the above-hamed part-time or Substitute smployes N&s been provided with CalSTRS Defined Benedt Program meriiy a1e10] (o M ef=NTaNial=]
required pursusnt to Educstion Code Section 22455.5, and if applicable, informed of his or her Hght to elect into MembErship in .
Benefit Program. month of hire.
OFFICIAL'S SIGMATURE DATE

= TITLE
Preferably, form should be signed
by Payroll or HR Supervisor. DISTRICT
EMPLOYEE & * MEMEBERSHIF DATE (MM, DD YYYY) ASSIGNMENT [circle one)
Part-Time Substitute

Leave blank. b= e Leave blank. o SFECTE = =riod FOloWing

Do not mail to CalSTRS.
Forms are processed by
the STRS unit in DFS.

Membership date will be the first day of

the pay period following the election.

August 2018 Section 315-5



315- Permissive Election CalSTRS Manual

Missing & Invalid Permissive Membership Forms

From: DF3-NOTIFY
Sent: Wednesday, December 20, 2017 10:14 AM
Subject: Payroll and Retirement: Missing & Invalid Permissive Membership Forms

Please share this information with your Personnel and Payroll Departments

Purpose: To notify employers of a procedural change regarding missing and invalid Permissive Membership (E5350)
forms.

Action: Mo Action Required — Information Only
Greetings,

The DFS STRS unit has received guidance from CalSTRS regarding how to handle earnings paid to non-mandatory
Cal3TRS qualifiers that have missing or invalid Permissive Membership forms. Non-mandatory qualifiers are part-time,
subs and any employee with less than a 0.50 FTE credentialed position.

Cal5TRS has stated that a non-mandatory qualifying employee that has not submitted a valid Permissive Membership
form is excluded from membership and, as a last resort, should be reported as non-members. If a valid ES 350 cannot be
obtained, CalSTRS has advised us to report the earnings paid under a non-member account.

Moving forward the STRS unit will attempt to obtain from the district a valid ES350 for 60 days. If at that time we have
not received a valid E5350, we will take the following action:

- If the earnings are paid as member, we will refund contributions to the employee via negative a voluntary
deduction and to the employer via the fixed charges. We will set-up a non-member account for the
employee and report the earnings as non-member.

. We will also change the employee’s retirement plan in Galaxy to A1/N2 to prevent future payrolls
from being paid incorrectly for the employee. (As always we will notify the district via e-mail if
altering an employee’s retirement plan).

- If the earnings are paid as non-member, we will set-up a non-member account and report as paid.

In either case, we will send written notification to the district when we set-up an employee up with a non-member
Cal5TRS account due to a missing or invalid Permissive Membership form.

Please see section 305 - 315 of the CalsTRS manual for more information on mandatory membership and the proper
way to complete the Permissive Membership form for it to be considered valid.

Thank you, please feel free to contact Carolyn Yoakum (cyoakum @ rcoe us) should you have any questions.

Carolyn Yoakum

Senior Accounting Technician

ABS [ District Fiscal Services - STRS
Riverside County Office of Education
{951) 826-6538 [ FAX: [951] 826-6961

CyYrb
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Independent Contractors (Including Employees of a Third Party)

Service of independent contractors or employees of a third party:
e May include activities identified as ‘creditable service’

e Are not subject to CalSTRS coverage

e Are not reported to CalSTRS

Employer When retaining the services of an independent contractor:

Certificationof e Employers’ responsibility to determine if the position is an independent
Independent contractor

Contractor e Employer must complete and retain on file an Employer Certification of
Status Form (ES Independent Contractor Status Form ES 732
732) e This form certifies that the employer has reviewed the appropriate legal and

procedural guidelines pertinent to the determination of Independent
Contractor Status

Contractor to In the event that the individual’s status is changed from independent
Employee contractor to employee:
Status e Report employee’s creditable compensation to CalSTRS commencing with
the date of determination
e Submit contribution data with contributions if they are already a member,
or without contributions if a non-member
Contracting The retiree’s earnings must be reported and will be subject to the
with CalSTRS earnings limitation. Post-retirement earnings limitation is updated ColueD
Retirees annually and employers will be notified by an Employer Directive. audit
CalSTRS realizes your independent contractors are typically paid finding. See
from accounts payable and not payroll, some method of page 320-3.
communication between these two units should be implemented
to ensure compliance.
Retiree Retired members are excluded from the post-retirement earnings limit if they
Exemption meet all of the following criteria:

e The retired member is employed by a third party that does not participate
in a California public pension system;

e The activities performed by the retired member are not normally
performed by the employees of an employer; and

e The activities are performed by the retired member for a limited term.

Source: CalSTRS Employer Reporting Handbook FY13-
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CALSIRS

H{W WILL YOU SPENE YOUR FUTURE?

alifornia State Teachers’ Refirement Systemn
0. BOX 15275 Sacramento, CA 958510275
Toll Fres 800-228-5453
www . CalSTRS.com
EMPLOYER CERTIFICATION OF INDEPENDENT CONTRACTOR STATUS !
Please Type or Print Legibly in Black Ink
INDEPENDENT CONTRACTOR/THIRD PARTY EMPLOYEE

Name: (Last) {First) {Initial) Federal Tax ID

THIRD PARTY FIRM (if applicable)

Name:
SERVICE TO BE PROVIDED
Position Title (if applicable):
Brief Description of Services:
School Year(s) of Service: FY FY FY
EMPLOYER CERTIFICATION

I declare under penalty of perjury of the laws of the State of California that I have reviewed the appropriate
legal and procedural guidelines perfinent to the determination of Independent Contractor Stafus and, after
analyzing the application of same fo the position described above, conclude that the above identified individual
gqualifies for independent contractor stafus.

T'understand it is a crime to fail to disclose a material fact or to make any mowingly false material statements
Jfor the purpose of altering a benefit administered by CalSTRS and it may resulf in up to one vear in jail and
Jfine up to 33,000. Education Code §22010

Official’s Title (Assistant Superintendent for Personnel or Legal Counsel)

County District
Signature: Date:
= \
Qa‘m’n in Emplayee’s File /
! Also applies to an employee of a third party ES-732 (Rev 8109)

0
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Reporting Earnings for STRS Retirees

STRS retirees performing service that is creditable to the CalSTRS system must be reported to CalSTRS.
Retirees are usually hired as consultants and paid through accounts payable. The form below can be
used to submit earnings information to the Retirement Unit in District Fiscal Services.

Unreported retiree earnings is a common STRS audit finding and can potentially affect the retirement
benefits of retirees if they exceed the post retirement earnings limitation for the fiscal year.

Reminder- Education Code section 45134 precludes retired CalSTRS members from employment in
classified positions in the California public school system.

(PLEASE SUBMIT ON LETTERHEAD TO THE COUNTY OFFICE)
(For Districts Using RCOE Galaxy System only)

DATE:

TO: District Fiscal Services-STRS Retirement Unit
Riverside County Office of Education

FROM:

SUBJECT:  Reporting of earnings for CalSTRS retirees who perform activities
identified as “creditable service” and work as employees, emplovees of a
third party or independent contractors

Earnings must be reported by fiscal year. Please report earnings on a monthly basis

Pay Rate
Name Soc. Sec # ServicePeriod  (hr/dav/mo) Units Earnings

Signature and Title
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CalSTRS/CalPERS - Right of Election

Right to Elect

See the

“Reminders

” section

Employers are required to notify employees of their right to elect to stay with their

retirement system within 10 working days from date of hire. The employee has 60
days from the date of hire to elect. If no election is made, the service will be reported

to the system it belongs. The form used for election is the Retirement System Election
form (ES 372).

Compare . . ) - .
Systems The election becomes effective on the first day that service is performed in the new
position.
Member After Retirement
CalSTRS e Member working a classified e Generally, a CalSTRS retiree
member takes position in the school district, cannot accept a classified position
a position community college district, County | e However, under certain
covered by Office of Education and that position | circumstances, a CalSTRS retiree
CalPERS qualifies for PERS or may work as a teacher’s aide or
e Member becomes employed by the provide one-on-one instruction in
state to perform qualifying classified a remedial class
service, these positions are:
— represented by a state bargaining unit
that represents educational
consultants, professional educators, or
librarians
— Or supervising or managing work
similar to above positions
CalPERS e Either employed by a: e Generally, a CalPERS retiree can
member takes |- school district, community college, accept any position in a school
a position county superintendent, Department of |  district
covered by Education, or « However, in certain cases the
CalSTRS e Has five years of service and retirement allowance will be
becomes employed to perform terminated if service (classified or
certificated service certificated) exceeds 960 hours in
If not vested (less than 5 years of service a fiscal year
credit), to qualify for the right of e Contact CalPERS for more
election, an employee must be coming information on CalPERS retiree
from active employment with a break in eamings limitation
service not exceeding 180 calendar days.

August 2018
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CalSTRS/CalPERS- Right of Election, Continued

Publication Provide employees with written information about each system’s benefits.

CalSTRS recommends the publication: Join STRS? Join PERS? Available in SEW in
Forms & Publications link. Contact CalPERS for their information concerning system
elections information.

ES 372 Form The County Office of Education must submit the original ES 372 Retirement System
Election Form to the System that has been elected, provide a copy to the other
System, and provide copies to member and employing school district.
The acknowledgment has been incorporated in
the ES 372 Retirement System Election form
ES373Form
References

Education Codes sections 22508, 22509, 45134, 88033
Employer Directives 2001-07 and 2005-01
Employer Circular Volume 25, Issue 11, August 5, 2009

January 2017 Update: In the past, once an employee had made the right of election at a district,
that election was irrevocable for all future employment at the district. Effective July 2016,

CalSTRS allows employees to make a new election anytime an employee takes a new position that
requires membership in a different retirement plan.

Source: CalSTRS Employer Reporting Handbook FY13-14
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Updated Guidance on Processing Retirement System Elections

From: DFS-NOTIFY
Sent: Tuesday, March 6, 2018 10:44 AM
Subject: RET2018-08: Updated Guidance on Processing Retirement System Elections

Please share this information with your Personnel and Payroll Departments

Purpose: To notify employers of updated guidance received from Cal53TRS on processing Retirement System Election
forms (E5-0372)

Action: Mo Action Required — Information Only
Greetings,

The DF5 5TRS unit has received updated guidance from Cal5TRS regarding Retirement System Election forms. We were
informed that a position must require membership on the date of hire in order to qualify for the right to elect. Based on
this guidance, positions that could permissively elect or decline membership with CalSTRS or positions that did not
require membership on the first day of employment were not eligible to elect.

Updated guidance has clarified that the positions previously excluded from qualifying to make an election due to not
requiring CalSTRS membership on the first day of hire may be eligible if:

1. The employee in the non-qualifying position is already a STRS member.

a. In other words, if someone is already a member any creditable service they perform is required to be
reported to CalSTRS; once a member, always a member (at least until that member refunds or retires).
So even if a CalSTRS member is taking a position that wouldn't normally qualify for membership on its
own, by virtue of the member already being a member, that creditable service must be reported to
CalsTRS.

2. The position is a 50-99% contracted position.

a. 50-99% contract positions do mandatorily qualify for STRS membership on the date of hire, it's just that
the membership date isn't until the next pay period. Education Code section 22502 states that any
person employed to perform creditable service on a part-time basis for 50% or more of a full-time
position shall become a member as of the first day of the pay period following employment. CalSTRS
now interprets this to read that these over 50% part-time employees do qualify for mandatory
membership as of date of hire into the position, it's just that the law stipulates their membership date
has to be the beginning of the next pay period. CalSTRS knows that this law is unclear and is pursuing
legislative changes to amend 22502 to clearly state that 50% or more positions mandatorily qualify, and
the employees shall become a member as of the first date of hire.

Starting with notification of the aforementioned updated guidance, the DFS Retirement unit has been processing
Retirement System Election forms accordingly.

What does this mean for the LEAs and employees?

There are additional scenarios in which an employee should be given the right of election. An employee who is already a
STRS member qualifies for the right of election:

1. When the new position the employee is taking is less than 50% contract. Because the employee is already a
STRS member, any certificated percentage contract position qualifies for the right of election.

2. When the new position the employee is taking is a substitute teaching position. Because the employee is
already a STRS member, 5TRS membership for the sub position is mandatory therefore the employee has the
right of election.
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We understand how complicated it can be to determine when to give an employee the right of election. We ask that you
continue to address any questions you may have to our retirement unit and we will assist in any way possible.

Thank you, and please contact Carolyn Yoakum or Ana Lambert should you have any questions or concerns.

Carolyn Yoakum

Senior Accounting Technician

ABS f District Fiscal Services - 5TRS
Riverside County Office of Education
(851) 826-6538 / FAX: [951] 826-6961

CY:df
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Retirement System Election

7

RETIREMENT SYSTEM ELECTION AND ACKNOWLEDGEMENT OF RECEIPT i o e
OF RETIREMENT SYSTEM INFORMATION CalSTRS com

[ PLEASE READ THE ATTACHED INFORMATION AND INSTRUCTIONS BEFORE COMPLETING THIS FORM. PLEASE TYPE OR PRINT LEGIBLY IN DARK INK.

RS

Calformia State Teachers' Retrement System
P.O. Box 15275, MS 17

SECTION 1: MEMBER INFORMATION AND ELECTION (to be completed by employee)

| TAME (LAST_T1RST_MIDOLE »Hux.._n TULL SOCIAL SECURITY NUMBER |
A member of who b ployed i & new posits A member of CalPERS who s empioyed by o 5chool employer,
by e same or o & t school it Bourd of Goveenars of Community College Districts or State

m.mmdwﬁo&. umoum
Wuumusmmdncunmb
Comrmuniy as defl in Education Code

22508 and 22508 5, 10 perfoem service that requires
membership n o dffecrent publc retirement system will have that
senvice credited with thet other publc retirement systom unless
he/ahe fies a written election (within €0 days after the date of
hire) to have that senvice covered by CalSTRS, pursusst to

Department of Education of who has ot least five yesrs of
CalPERS credited service, a3 defined In Government Code
ection 20309, and who subsequently ployed 1o
pecform creditable service thel rogquires mambership i

oR | CalSTRS, will have that service credited with CaiSTRS unlesa
he/the fies 5 writien slection (within 60 duys afer the dete of
hire) 1o have the service credited with CalPERS, pursuant to
Government Code section 20309,

Eaucation Code section 22608(s) or 22508 5(a).

| am & member of CalSTRS who has sccepted empioyment 10
perform servics that requines membership in & derent pubiic
retirement System and am eligible to elect 10 continue retrement
system coverage under CatSTRS.

1 slect coverage i (please choose one)

[ CAState Teachers’ Retrement System (CalSTRS)

[7] CA Public Empioyes’s Ret System (ColPERS) * Make sure
] ADifferent Public Reticement System identfind hare. o the

| am & mamber of CalPERS who has accepted empioyment %0
perform service that reguires membership in CalSTRS Defined
Benefit Program, snd am eligible 10 elect 10 contirme Coversge
under CalPERS.

1 eloct age in: (ph Ll one)

[ CAState Teachers' Rets ? System (CalSTRS)
[0 Ca Putiic Empicyee’s Retiremant Systems (CalPERS) *

employee
makes a

Anowingly fase
W O receiving 8 bevedit sdmingtered by CaSTRS and & may result i 4p 90 0ne year i jad andor & fine of up 1o

£5,000 pursuant to Education Code saction 22010 selection,
signs and
As Bsted In EMPLOYEE SIGNATURE DATE dates the
Galaxy. If
m::;m“ SECTION 2: mmmnonmnmumm«m form

my sgnature 20 svecr DeVShD fOr Thes
i deemed Mmtmm&m?’ﬁ@lwmmmwmwma systam 2 0 £
dassified by sactions 22608 or 22608 8, or Government Code section 20309
CalSTRS EMPLOYEE POSITION INFORMATION:
standxds,
please CPOSITION HIRE OATE  POSITION EFFECTIVE DATE POSINON TITLE
chedk SELECTONE 3  [ICredentisied [Cinssitiea [state Service
*dassified”
EMPLOYER INFORMATION:
CO/0RST/STATE DEPT NAME UNIT CODE

SCHOOL/STATE OFFICIAL'S bt
SIGNATURE OF SCHOOL/STATE OFFICIAL DATE

PHONE NUMEBER
l * CaPERS Empioyer Code
SYSTEM ELECTION @ rev 02/17 @ PAGE 1 0F 1

Do not mail to CalSTRS.

Farms are processed by
the STRS Unit in DFS
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Retirement System Election - Information and Instructions

The following instructions are to assist you and your employer in completing the Retirement System Election torm

=o72). Please

read the instructions and information for retirement system coverage before completing the form. Please type or print legibly in

dark ink.
INFORMATION

A member of the CalSTRS Defined Benefit Program who
becomes emploved by a school district, 8 community college
district, a county superintendent of schools, limited state
departments, or the California Community Colleges Board of
Governors to perform service that reguires membership in a
different public retirement system, may elect to receive
credit under the CalSTRS Defined Benefit Program for such
service by completing & Retirement System Election form
(ES372) within 60 days after the hire date requiring
membership in the other system, and CalSTRS must receive
the completed form within 30 days of the signature date. If
the CalSTRS member does not elect to continue as &
member of CalSTRS, all service subject to coverage by the
other public retirement system will be reported to that
retirement system. (Education Code sections 22508,
22508.5 and 22509)

A member of CalPERS who is employed by a school
employer, Board of Governors of California Community
Colleges, or State Department of Education or has at least
five years of CalPERS credited service and who accepts
employment to perform creditable service that requires
membership by the CalSTRS Defined Benefit Program, may
elect to receive credit under CalPERS for such service by
submitting a Retirement System Election form (E5372) to
CalPERS, within 60 days after the hire date of employment
requiring membership in the other system. If the CalPERS
member does not elect to continue as a member of
CalPERS, all CalSTRS creditable service will be reported to
CalSTRS. (Govermment Code section 20309).

Education Code section 22509 requires that within 10
working days of hire, an employer must provide all
employees who have the right to make this election with the
information regarding their ¢lection rights and must make
available written information about the retirement systems
to assist the employee in making an election.

SECTION 1: MEMEER INFORMATION AND ELECTION

Section 1 must be completed by the employee with
assistance from the employver. Please complete all entries
in Section 1.

EMPLOYEE NAME and SOCIAL SECURITY NUMBER - Enter
employee’s full name, and full Social Security Number.

RETIREMENT SYSTEM COVERAGE:

If you are & member of CalSTRS and have accepted
employment to perform service that requires membership
in a different public retirement system, mark the box next
to the coverage you elect.

If you are a member of CalPERS and have accepted
employment to perform service that requires membership
in CalSTRS, mark the box next to the coverage you elect.

EMPLOYEE SIGNATURE - Sign and date the form. By
signing this document, you certify that you have received
information from your employer regarding vour right to the
Retirement System Election. You also certify that you
understand this election is irrevocable, and that itis a
crime to fail to disclose a material fact or to make any
knowingly false material statements for the purpose of
altering a benefit administered by CalSTRS which may
result in up to one year in jail and a fine of up to $5,000.
(Education Code section 22010)

Submit the signed and dated Retirement System Election
form (ES372) to your employer. Retain a copy for your
records.

For general membership information, contact CalSTRS by
calling 800-228-5453, or write to CalSTRS at P.O. Box
15275, MS 17, Sacramento, CA 95851-0275.

SECTION 2: EMPLOYER CERTIFICATION

Section 2 must be completed by the employer and the
County Office of Education. Please complete the employer
certification only after the employee has completed Section
1. Employees must qualify for membership before they can
retirement system elect.

EMPLOYER:

POSITION HIRE DATE - Enter the date the employee was
hired in the position.

POSITION EFFECTIVE DATE - Enter the first date that
service was/will be performed by the employee in the new
position.

POSITION TITLE - Enter employee’s new position title and
check the box next to the applicable position type.

CO/DIST CODE/STATE DEPARTMENT - Enter the
approprigte county and district codes. Example: Kemn
County, Edison Elementary would be 15-012, and CA
Department of Education would be 59-174.

EMPLOYER CERTIFICATION - Print school or state official’s
name, title and phone number, and sign and date the form.

Submit the completed form to the County Office of
Education.

If you represent a state department, submit the form directly
to CalSTRS and send a copy to the other public retirement
system.

COUNTY OFFICE OF EDUCATION:
Print the Gounty official’s name, title and phone number,
and sign and date the form.

Retain a copy for your and the employee’s files.

SUEMIT THE FORM:

The Retirement System Election form (ES372) must be
submitted to the retirement system elected by the employee
and a copy submitted to the retirement system that would
normally cover the service. For additional requirements,
please see the Information section.

Mail completed forms to:
CalSTRS CalPERS

P.O. Box 16275, MS 17 P.O. Box 942709
Sacramento, (A 95851-0275 Sacramento, CA 94229-2709

CalSTRS also asccepts the form via fax. at 916-414-5476. or
by secure messaging via the Secure Emplover Website
SEW)

RETIREMENT SYSTEM ELECTION INFORMATION AMD INSTRUCTIONS » rev 02/17 « PAGE1OF 1

August 2018
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Reminders

Please contact our office if you have a situation where you think a Retirement System Election form
may apply. The Retirement Unit will give your district a preliminary decision based on the information
that is provided. Upon receiving the proper documentation from the district, a more comprehensive
review will take place.

Unless given guidance directly from the DFS Retirement Unit, set the employee’s retirement plan in
Galaxy to the system that covers the position. Once the Retirement System Election form (ES 372) is
received by the district, follow the employee’s election and immediately forward the ES 372 form to the
STRS Unit in DFS.

Use the most recent version of the form (currently it’'s the February 2017 version).
Please submit the original form via regular mail; do not fax.

Forms must be received by CalSTRS within 30 days of the employee’s signature date. However, please
keep in mind the Retirement Unit in DFS is required to review all ES 372 forms. It is critical that DFS
receives the ES 372 as soon as possible following the employee’s signature date.

If the retirement plan is changed in Galaxy, but a form is not completed, a review of the employee’s
election cannot be performed. If the employee’s retirement plan was changed erroneously, a transfer
between retirement systems may be necessary which may include a refund or charge in retirement
contributions made, and possibly a refund or charge for payroll taxes owed.

After the form is received by the DFS STRS Unit and it is determined that an employee qualifies for the
right of election, the form will be signed by DFS and submitted to both retirement systems. A copy is
kept in our office and a copy mailed to the district. The district’s copy will include a cover letter notifying
the district that the form was processed and submitted to CalPERS/CalSTRS.

If it is determined by DFS that an employee does not qualify for the right of election, the form is
returned to the district with an explanation of why the employee does not qualify for the right of
election. A copy is kept by the DFS Retirement Unit for our records.

Incomplete or invalid forms may be returned to the district for further action before they can be
reviewed or submitted to the retirement systems. Forms are usually returned to districts for the
following reasons:

e The form used is outdated.

e The formis incomplete.

e The form is a copy.

e The employee did not sign the Retirement System Election form.

e The form was not signed by the district’s payroll/personnel supervisor.
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District Notification Form- Right of Election Returned for Further Action

DATE: August 14, 2017

T School District Please expedite the return of the form
Attn: : to the County Office in order to

FROM: Carolyn Rhodes rninimize the transfer of eaming
District Fiscal Services between PERS/STRS. Forms must be

Division of Administration and Business Services received by CalSTRS within 30 days of
(551) 826-6538 [ FAX [951) B26-6561

employees signing the form.

SUBJECT: CalSTRS Retiremsent System Election E5 372

This letter is to inform you that the Right of Election form ES 372 for
is being returned to your office for the following reason:

Form is not needed,

Forr is cutdated and no longer accepted by CalSTRS. Please resubmit on attached form.
Form is incomplete - please inchede hire date.

Missing an Authorized Sgnature — must b2 supervisor or above.

Other:

Employee is not eligible to make retirerment election due to one of the

following reasons (refer to the CalSTRS Employer Information Circular Vol, 25; 1ssue

11f

oo omooao

= Classified employee (full time or part-time/substitute)is a member of

CalPFERS; may not elect CalPERSIN a substitute / part-time certificated

positicn,

Classified employee (full time or part-time/substitute) is a member of

CalPERS, but is not vested |5 years)or coming from active classified

schools employrment; may not elect CalPERS N a certificated position,

= Certificated employee (full time or part-time/substitute) s a member of
CalsTRS; may not elect CalSTRS in a non-gualifying classified part-
time/substitute position.

= Other:

4]

If you should have questions or need additional information, please contact me at
the number above,

Attachmert
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District Notification Form- Right of Election Form Has Been Processed

DATE: lanuvary 19, 2017

¥ Unified School District

FROM:
District Fiscal Services
Division of Administration and Business Services
[951) B26-6538 [ FAX (951) B26-6961

SUBJECT: CalsTRS ES 372 Retirement System Election Form Has

Been Processed

This letter is to inform you that the ES 372 Right of Election form for
has been processed and submitted to the appropriate
retirement systemi(s).

Attached is a copy for your records. The copy should be kept in the
employee’s file.

If you should have questions or need additional information, please
contact me at the number above.,

Attachment
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Certificated Positions Deemed Classified

A position designated as certificated by the district does not automatically qualify for STRS membership;
the duties that are required to be performed by the employee dictate if the position is deemed
certificated or classified.

HOM WL Y0 SPFND VOIR FUITHRF?

Employer Information Circular

Volume 28; Issue 1 August 29, 2012

Positions Not Eligible for Creditable Service

The purpose of this circular 1s to provide guidance for emplovers regarding the types of positions
that are not eligible for CalSTRS.

Creditable service for CalSTES 1s defined in section 22119.5 of the Teachers” Retirement Law.

It states in part:
“Creditable service” means any of the following activities performed for an employer in a
position requiring a credential, certificate, or permit pursuant to this code or under the
appropriate numimum standards adopted by the Board of Governors of the California
Community Colleges or under the provisions of an approved charter for the operation of a
charter school for which the emplover 1s eligible to receive state apportionment or
pursuant to a contract between a commumity college district and the United States
Department of Defense to provide vocational.

In order for a position to be creditable to CalSTRS the position must be an academic position
performing duties invelved in the mstruction. curriculum or material development. school health
professionals, counselors, librarians or supenntendents. A position that 1s respomnsible for
supervising such positions 15 deemed to be an academic position therefore creditable to
CalSTRS. The specific title given the emplovee, whether it is, for example, director, dean, or
chief, does not determine whether the service is creditable to CalSTRS. Rather, it is the
nature of the duties performed by the emplovee that will determine whether the service is
creditable to CalSTRS.

Positions that are not deemed as academic are considered classified and subject to coverage by a
different public retirement plan.

Examples of positions that are not reportable to CalSTRS are: 2017 Update:

* Chief of Police This position was re-evaluated by CalSTRS as
potentially meeting the definition of

*  Dhrector of Buildings, Grounds, and Maintenance
o  Dhrector of Human Resources (
* (Chief Information Technology Officer
o  Dhrector of Payroll Services

* (Chief Financial Officer

creditable service.

See Employee Directive 2016-04, on page 325-15.

(Continued on next page . . )

P.O. Box 15275 » Sacramento. CA 93831-0273 » www.CalSTRS com
Securing the financial future and sustaining the trust of California’s educators
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Certificated Positions Deemed Classified, Continued

Emplover Information Circular - Volume 28 Issue 1
Aungust 29, 2012
Page 2 of 2

These positions are deemed non-academic and are not subject to coverage by CalSTRS.
However 1n some situations, if the employee 1s also a CalSTES member based upon previous
employment, the employee may be eligible to elect CalSTES coverage. For more information,
see “Emplover Information Circular, Volume 235, Issue 117,

If vou have any questions regarding this circular, please contact your CalSTES Member Account
Services analyst.
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CALSIRS

HOW WILL YOU SPEND YOUR FUTURE?
California State Teachers'
Retirement System
Executive Office
PO Box 15275
Sacrmente, CA 95851-0275
www CalSTRS. com

February 25, 2016

TO: All County Superintendents of Schools
District Superintendents of Schools
County Offices of Education and
Charter School Administrators

FEROM: Jack Ehnes &
Chief Exeglitive Officer

SUBJECT:  Employer Directive 2016-04
Supersedes Employer Information Circular Volume 28, Issue 1 (EIC12-1)
Reorganization and Clarification of Definition of “Creditable Service,” Education
Code Sections 22119.5 and 26113,

PURPOSE

This directive notifies employers of changes to Education Code sections 22119.5 and 26113, the
definition of “ereditable service,” made by Chapter 782, Statutes of 2015 (Assembly Bill 963),
that became effective January 1, 2016.

SCOPE

This directive contains information for county superintendents of schools, school districts,
charter schools, community college districts and any agency that employs persons to perform
creditable service under the CalSTRS Defined Benefit (DB), Defined Benefit Supplement (DBS)
and Cash Balance (CB) Benefit programs,

DISCUSSION

Chapter 782, Statutes of 2015, reorganizes Education Code sections 22119.5 and 26113, the
definitions of “creditable service™ for the DB and CB Benefit programs respectively. The
amendments clarify the certification qualifications and minimum standards requirements that
need to be met, as well as activities that are considered creditable service,

Credentialing Requirements

Chapter 782 makes more specific the certification gqualifications and minimum standards
requirements that must be met in order for the activities performed to be creditable to CalSTRS.

Clur Mission: S«r'a..l'.'ng thie Finaactal Fitioe and .'i'uvrul'.'u'ﬂg the Trusi r.l_." California 'y Educators
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Employer Directive 2016-04
February 25, 2016
Page 2 of 3

Education Code sections 22119.5(a) and 26113(a) now specify that in order for service to be
creditable to CalSTRS, members and participants must perform creditable activities for one of
the following employers as specified:

1. A prekindergarten through grade 12 employer, including the state, when the service is
performed in a position requiring certification qualifications as designated in regulations
adopted by the Commission on Teacher Credentialing (CTC) pursuant to Education Code
section 44001,

2. A community college employer when the service is performed by a faculty member
(defined in Education Code section 87003) in an academic position (defined in Education
Code section 87001(h)), or when it is performed by an educational administrator (defined
in Education Code section 87002(h)), subject to the appropriate minimum standards
adopted by the Board of Governors of the California Community Colleges, or pursuant to
a contract between a community college district and the US Department of Defense to
provide vocational training.

3. A charter school employer under the provisions of an approved charter for the operation
of a charter school which is eligible to receive state apportionment,

Creditable Activities

Chapter 782 also updates and clarifies the types of activities that are considered creditable. The
notable amendments to the activities that are creditable if performed by an individual who meets
the requirements outlined in Education Code sections 22119.5(a) and 26113(a) include
(amendments are italicized):

* The work of emplovees who plan courses of study to be used in California public schools,
or research connected with the evaluation or efficiency of the instructional program.

¢ The selection, collection, preparation, classification, demonstration, or evaluation of
instructional material of any course of study for use in the development of the
instruetional program in California public schools, or other services related to California
public school curriculum,

e The examination, selection, in-service training, mentoring, or assignment of teachers,
principals, or other similar personnel involved in the instructional program.

o The work of nurses, physicians, speech therapists, psychologists, audiometrists,
audiologists, and other California public school health professionals.

e Services as a California public school librarian.
o Activities connected with the enforcemenit of the laws relating to compulsory education,

coordination of child welfare activities involving the school and the home, and the school
adjustment of pupils.,
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Employer Directive 2016-04
February 25, 2016
Page 3 of 3

Creditable service also includes the activities listed in Education Codes sections 22119.5(b) and
26113(b) when they are performed for an employer by (amendments are italicized):

+ Superintendents of California public schools, and presidents and chancellors of
community college emplovers.

s Consulting teachers employed by an emplover to participate in the California Peer
Assistance and Review Program for Teachers pursuant to Article 4.5 (commencing with

Section 44500) of Chapter 3 of Part 25 of Division 3 or Title 2.

Outerowth Activities

Chapter 782 also amends Education Code sections 22119.5 and 26113 to require that outgrowth
activities are only creditable when they are performed for the same employer for which the
member is performing any of the other creditable activities.

ACTION

Report service to CalSTRS that meets the definition of “creditable service” as described in
Education Code section 22119.5 or 26113. The title of the position has no bearing on the
creditability of the service, but the duties of the position should be in accordance with Education
Code section 22119.5 or 26113.

If you are unsure to which retirement system you should report the service of some of your
employees, please contact the Member Account Services Training and Teachers’ Retirement
Law team using the information below, and we will work with you to determine how the service
should be reported.

This employer directive does not take precedence over the law. To view Chapter 782, Statutes of
2015 (Assembly Bill 963), in its entirety, please go to http://leginfo legislature.ca. gov.

If you have any questions regarding this employer directive, please contact the CalSTRS
Member Account Services Training and Teachers’ Retirement Law team by emailing
MASTrainingand TR L{c/calstrs.com or calling toll free 844-679-7833,
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Dual Membership

Employees may hold CalSTRS and CalPERS membership simultaneously. Employees may be in retirement
status with one system and be in active status in the other. Employees may be in retirement status with
both systems. Employees may be active in both systems.

Districts: Check employee status with both systems to make sure employees’ retirement plans are set up
correctly at the time of hire.

Classic PERS Membership and New STRS Membership (Formula Changes)

An employee, who was a PERS member on or before December 31, 2012, and performed service in that
system within 180 days of becoming a CalSTRS member, is eligible to retain the 2% at 60 retirement
formula with CalSTRS.

Starting in February 2018, the DFS Retirement Unit reviews myCalPERS and CalSTRS SEW to determine if
an employee may be eligible for the 2% at 60 formula. This review takes place when DFS is establishing
membership for an employee in CalSTRS for the first time. Since the retirement formula defaults to 2%
at 62, DFS must send a formal request to CalSTRS if an employee is eligible to begin the process of
updating the employee’s retirement formula.

CalSTRS requires the information below to be provided:

. Nature of request.

. Member name.

. Date of birth.

. CalPERS membership date.

. CalPERS employment end date.

. CalPERS refund date (if applicable).

. Last day worked in a CalPERS covered position.
. Previous position title.

. CalSTRS membership date.

° Begin or hire date in the CalSTRS covered position.
° New position title.

DFS can only review eligibility for employees coming from active employment within Riverside County
schools. If the employee is eligible from service performed in another county, the district must request
from the employee a copy of the employee’s CalPERS statement and their last two pay stubs. Submit to
DFS along with a letter (see template on next page). Documents will be forwarded to CalSTRS for review.
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Sample of District Letter to Request an Update to an Employee’s Retirement
Formula

DATE: January 19, 2017

TO:

District Fiscal Services
Division of Administration and Business Services
(951) B26-6538 / FAX (951) 826-6961

FROM:
X Unified School District

RE: john Smith — Request 1o Update Employee Retirement Formula

The above employee is eligible 1o have membership established in CalSTRS as
8 2% at 60 member, Below is the information required to begin the process of
updating the member’s retirement formula:

Member name: John Smith

Date of birth: 01/21/1980

CalPERS membership date: 10/17/2011

CalPERS employment end date: 11/20/2016 (or still active)
CalPERS refund date (if applicable): N/A

Last day worked in a CalPERS covered position: 11/19/2016
Previous position title: instructional Assistant

CalSTRS membership date: 01/10/2017

Begin or hire date In the CalSTRS covered position: 01/10/2017
New position title: Teacher

Sincerely,

X Unified School District

CalSTRS will notify the Retirement Unit in DFS that the formula change has been approved:

o If necessary, DFS will reverse all earnings and contributions already reported at the 2% at 62
contribution rate and allow the reversing lines to post with CalSTRS.

e DFS will then notify CalSTRS that the reversing lines have posted in the Secured Employer
Website.

e  CalSTRS will change the retirement formula to 2% at 60 and notify DFS to resubmit the earnings
and contributions.

e Currently, the contribution rate for employees with retirement formula 2% at 60 is higher. This
change will cause a charge to the district for the balance of contributions due:
o 2% at 62 rate for FY 18-19: 10.205%
o 2% at 60 rate for FY 18-19: 10.250%
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Failure to Provide Form to Employees

An employee who has already made contributions to the CalSTRS system for a classified position, for
which the Retirement System Election form was not completed, may still have the opportunity to
continue contributing to the CalSTRS system.

Prepare a justification letter explaining why the district did not offer the Retirement System Election
form when the employee qualified to make such election.

The justification letter should explain the circumstances, as detailed as possible, and identify the
following:

o Member’s name and CalSTRS client identification number or social security number.

e Previous position(s): Title, position end date, employer name and report unit code (district
number).

e Current position: Title, position effective date, employer name and report unit code (district
number).

If CalSTRS accepts the district’s petition, the earnings will continue to be reported to the CalSTRS
system.

If CalSTRS denies the employer’s petition:

e Earnings are backed out of the CalSTRS System.

e Earnings are reported to the appropriate system (usually CalPERS) with contributions unless
employee is in retirement status with CalPERS.

e Difference in employee and employer contributions will be calculated and collected/refunded
from the district.

e Earnings are now eligible for FICA taxes which will be calculated and charged to the district (up
to 3 years, 3 months and 15 days).

o A MAR (Member Action Request form) will be required from the district to set up the CalPERS
appointment ID.

If an employer is not able to prove that the right of election was given to the employee (by producing
a copy of the ES 372 or ES 373 form(s) from the employee’s file), CalSTRS will request a transfer of
earnings to the appropriate retirement system, CalSTRS or CalPERS.

CalSTRS issued Employer Directive 2016-01 “Grandfathering Misreported Service. In this circular,
CalSTRS states that any service performed for activities deemed not creditable, would be
grandfathered as creditable service as long as the activities were performed for an employer on or

before December 31, 2015 and were reported to CalSTRS as creditable service. This would be in
effect until the employee becomes employed by the same or different employer in a different
position on or after January 1, 2016. Future employees assigned these non-creditable positions
must be reported to the appropriate system.
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STRS to PERS/PERS to STRS Transfers

Transfers between retirement systems may be unavoidable since employees have 60 days to make an
election. However, most transfers are required due to misunderstanding or unawareness of the specific
requirements associated with the right of election.

The transfer of earnings and contributions between the two retirement systems is cumbersome and
may take months for all adjustments to be completed. It involves numerous individuals to complete all
the tasks:

e The district staff.

e The employee.

e The PERS Unit in DFS.
e The STRS Unit in DFS.

e CalSTRS rep, possibly.
e  CalPERS rep, possibly.
e The Payroll Unit in DFS.

When a retirement system transfer issue arises, expect the following chain of events:

e District is notified when an employee does not have the right of election.

e Anadjustment is made to delete, or reverse retirement records from the retirement system the
employee was erroneously assigned.

o Districts can find record of the adjustment in the STRS Control Sheets, under the column
title “STRS/PERS PERS/STRS Transfers”.

e Aninter-fund transfer is completed to move the funds from one retirement plan to the other.

e Atransfer worksheet is completed and routed between the STRS, PERS, and Payroll Units for all
pertinent tasks to be completed (see page 325-22 for a sample of the STRS/PERS Transfer
Template).

o  When both retirement systems have been adjusted, districts will receive a copy of this form with
all supporting documentation.

e If payroll tax adjustments are required, the Payroll Unit will send separate documentation.

o Due to strict tax reporting requirements, these adjustments may only happen once a
quarter.
= Districts may receive payroll tax corrections several months after the retirement
records have been adjusted.
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STRS/PERS Transfer Template
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Retirement System Election and Other Required Documents

The right of election affects multiple processes, which when not properly addressed, may result in
further financial corrections. In order for all tasks to be accurately completed, additional forms may be
required from the district. Examples are:

e A Member Action Request (MAR) form for CalPERS separation.
e A MAR for CalPERS appointment.

e An ES 350 for Permissive Membership.

e CalPERS Member Reciprocal Self-Certification Form.

CalPERS Employment Separations: When employees terminate employment with a district, their
CalPERS appointment must be separated so employees can be correctly identified as classic or new
members when they are subsequently employed at another agency; the separation triggers the 6 month
break in service count that can potentially treat a classic member as a new member when employed at
another agency.

CalPERS New Employee Appointments: Timely set up of new appointments avoids the $500 employer
administrative fee charged per employee.

Although it ultimately is the employees’ responsibility to ensure their retirement formula is correct with
CalSTRS, it is in the district’s benefit to ensure the retirement formula is correctly set up to avoid future
charges for incorrect rate contributions.

The following are examples of right of election scenarios and the documentation required for each
example.
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January 2017

Update

Right of Election with the Same Employer

A member of CalSTRS who becomes employed in a new position by the same or a different school
district, a community college district, etc. to perform service that requires membership in a different
public retirement system will have that service credited with that other public retirement system unless
he/she files a written election (within 60 days after the date of hire) to have that service covered by
CalSTRS. As of July 2016, the election is no longer irrevocable for all future employment with the same
district; an employee may need to be provided the Retirement System Election form due to a change in
position.

Examples- Right of Election Scenarios

A. District employee paying PERS on a classified position and has 5 years of PERS service credit
(vested), accepts a certificated position that qualifies for immediate STRS membership (100%
contract). Employee elects STRS on the newly certificated position. Required documents:

1. ES 372 electing STRS.
a. STRS membership is effective the date the certificated position is taken.
b. STRS staff will set up the employee’s STRS account per the ES 372 form, if
needed.
2. MAR for separation if employee will not continue to perform classified duties for the
district.

B. District employee paying PERS on a classified position and has 5 years of PERS service credit
(vested), accepts a certificated position that does not qualifies for immediate STRS membership
(50%-99% contract). Employee has no prior STRS membership. Employee elects STRS on the
newly certificated position. Required documents:

1. ES 372 electing STRS.
a. STRS membership is effective the first day of the following pay period.
b. STRS staff will set up the employee’s STRS account per the ES 372 form, if
needed.

Changed by SB 1352. First month of employment is

reported as non-member earnings to CalSTRS.
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Examples- Right of Election Scenarios, Continued

C. District employee paying PERS on a classified position and has 5 years of PERS service credit
(vested), accepts a certificated position that qualifies for immediate STRS membership (100%
contract). Employee elects PERS on the newly certificated position. Required documents:

1. ES 372 form electing PERS.
a. PERS membership effective as of the day the certificated position is taken.
b. Hire date and effective date of position which requires membership in a
different retirement plan may not be the same.
2. MAR form for appointment--appointing the certificated position.

D. District employee paying PERS on a classified position and has 5 years of PERS service credit
(vested), accepts a certificated position that does not qualify for immediate STRS membership
(50% - 99% contract). Employee elects PERS on the newly certificated position. Required

documents:

Changed by SB 1352. First month of employment is

automatically reported as non-member earnings to CalSTRS.

1. ES 372 electing PERS.
a. PERS membe)ship effective the first day of the following pay period.
b. Employees with a 50%-99% contract do not qualify for immediate STRS
membershipg until the first of the following pay period so the employee does not
qualify for ghe right of election.

Rarm alMambershin-de MR

3. MAR form for appointment- appointing the certificated position.
a. The appointment effective date should be the date the member became
eligible to make the election, not the date the employee took the position.
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Examples- Right of Election Scenarios, Continued

E. District employee paying PERS on a classified position and has 5 years of PERS service credit
(vested), accepts a certificated position that does not qualify for immediate STRS membership
(less than 50% contract). Employee has no prior STRS membership. Employee does not have the
right of election.

1. Employee must complete the ES 350 Permissive Membership form electing or declining
STRS membership.
a. If employee declines permissive membership, employee may still mandatorily
qualify for STRS membership if the 60 hours/100 day threshold is met.

b. If employee accepts permissive membership with CalSTRS, membership is
effective the first day of the pay period following the election.

mEd Changed by SB 1352

F. District employee paying into PERS on a classified position, |has less than 5 years of PERS service
credit (not vested), accepts a certificated position that marjdatorily qualifies for STRS
membership, and has a break in service not exceeding 120 days between the classified and
certificated position. Employee does not have the right of glection; employee must be vested or
come from active employment. Report employee’s earnings to CalSTRS.

1. If certificated position is 100% contract: Mandatory STRS membership as of the hire
date in the certificated position.
2. |If certificated position is 50%-99% contract: Membership is not effective until the first
of the following pay period untessan-ES-350-form-is-completed-electing-membership-as
3. |If certificated position is less than 50% contract: No mandatory STRS membership.
Employee must be given the ES 350 Permissive Membership form.
a. Employee may elect STRS membership and will be effective the first day of the

pay period following the election.

b. If the employee declines membership, employee is setup with STRS as a non-
member effective the first day of the month the election is made.

c. Employee may qualify in the future for mandatory membership by reaching the
60 hour/100 day threshold.
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Examples- Right of Election Scenarios, Continued

G. District employee paying into PERS on a classified position, has less than 5 years of PERS service
credit (not vested), accepts a certificated position and has no break in service between the
classified and certificated position. Employee qualifies for the right of election because although
not vested, employee is coming from active employment.

1. Employee should be given an ES 372 Right of Election form.

H. District employee paying PERS on a certificated position accepts another certificated position

that qualifies for STRS membership.
Changed July 2016. Election no

longer irrevocable for all future

1. Employee should be given a new ES 372 Right of Election form.

employment with the same district.

I. District employee paying STRS on a certificated position, accepts a classified position that
qualifies for PERS membership. Employee elects PERS on the newly classified position. Required
documents:

1. ES 372 electing PERS.
a. PERS membership is effective the date the classified position was taken.
2. MAR form for CalPERS appointment setup with the certificated position.
a. PERS staff will set up the employee’s PERS account per the MAR form.
3. CalPERS Member Reciprocal Serf-Certification Form so the employee can default to
classic membership if they qualify.

J. District employee paying STRS on a certificated position, accepts a classified position that
qualifies for PERS membership. Employee elects STRS on the newly classified position. Required
documents:

1. ES 372 electing STRS.
a. A new STRS appointment is not needed; the employee is already a STRS
member.
b. Do not submit a MAR for appointment into PERS if the employee chooses STRS.
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WHEN AN EMPLOYEE ACCEPTS A NEW CERTIFICATED POSITION

Anytime an employee
accepts a new
certificated position.

Does the employee
have CalSTRS
membership?

Does the position by
itself require CalSTRS
membership per
minimum requirements?

Is the employee taking
a 50-99% contract
position?

No right of election.
Provide employee with
Permissive
Membership (ES-0350)
form for this position.

Does the employee
have active or vested
CalPERS membership?

Give employee
Retirement System

Election (ES-0372) form.

Employee does not

qualify for election.
Position defaults to
CalSTRS.

No right of election.
Mandatorily becomes
STRS member on the
following pay period.
Set-up employee with

AG6/N6 retirement plan.

Notes:

- Anemployee has active CalPERS service whan a
break in service greater than 120 days does not
exist.

- Anemployee is vested in CalPERS when they have 5
or more years of service credit.

- Part-time contract employees with a 50-99%
contract bacome CalSTRS member on first day of
the pay period following their hire date.
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WHEN AN EMPLOYEE ACCEPTS A NEW CLASSIFIED POSITION

Employee accepts
classified position that
qualifies for immediate

PERS membership.

Does the employee
have CalSTRS
membership?

Employee does not

qualify for election.
Position defaults to
CalPERS.

Does the employee
have active or vested
CalPERS membership?

Employee does not

qualify for election.

Position defaults to
CalPERS.

Give employee
Retirement System
Election (ES-0372) form.

Notes:

An employee has active CalPERS service when a
break in service greater than 120 days does not
exist.

An employee is vested in CalPERS when they have 5
or more years of service credit.
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