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SCHOOLS AND SCHOOL DISTRICTS:
Whether Employee Contributions
to Teachers' Retirement System
Which Are Paid by School Boards
Constitute Wages Subject to
Federal Income Tax Withholdigg

Roy A. Baker, Director

Teachers' Retirement gyete
of the State of 11l i
450 Iles Park Placg
Springfield, Illin|

Dear Mr. _ Bakerx:

‘opinion advised that the powers of a school board with
respect to setting salaries for its employees and providing

fringe benefits were sufficiently broad to permit a school
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board to make employee contributions to the Teachers' Retire-
ment System on behalf of 1ts employees. In the ‘last para-.
graph of . the opinion it was assumed that employee contribu—
tlons made by a school board were part of the employees
wages subject to federal income tax withholding. You akk
thaﬁ_I reeiew'that assumpﬁionfz |
- ‘The assumﬁtien waS'made without considering section
414 (h) of the Inte;nal Revenue Gede_(ZG U.S.C.A.414(h))_which
became effective.January 1, 1574,‘ogly'Savep'deys_before the
issuenee of opinion Ne; 5-676. 'Seeﬁion~4l4(h) reads as-
foilows:" |
“Tax treatment of certain contributions:
(1) In general. .ﬁffeetive~with respect to
taxable years beginning after December
31, 1973, for purposes of this title,

any amount contrlbuted--

(A) To an employees' trust described in
section 401 (a), or

(B) Under a plan described in section
403 (a) or 405(a), shall not be treated
as having been paid by the employer if
it is designated as an employee contribu-
tion.

(2) Designation hy'units-of government.
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For putpose‘of'pa:agraph (1), 'in the casef
of any plan established by the government
of any state or political subdivision
thereof, or by any agency or instrumen-. B
-talityjof'anytofathe-foregoing.-wheregthe'“
contributions of employing units are
designated as employee contributions but
vhere any employing unit picks up the con=-
tributions, the contributions so. picked up
shall be treated as employer contributxons."
Upon recelpt of your letter thls office requested
a rullng fram the Internal Revenue Service aa to whether.
in light of section 414(h). employee cantributlons to the
Teachers Retirement System made by employing school boards
are wages subject te federal 1ncome tax thhholdlng. 'In a
ruling dated May 31, 1977, the Internal Revenue Service
advised that these contribntions are not wages subject to
federal income tax withholding. Accor&ingly, the assumption
made in the lastvparagraph_of opinion No. §-676 should be
disregarded.
In summary. as I advised in opinion No. 8~676,
the powers of a school board with respect tc setting salaries

for its employees an& prOVLding frlnge benefits, are suffi-

ciently broad to permxt a school board to make employee
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contributions to the Teachers' Retirement System on behalf of
its employees; furﬁhermere, céntrihutioﬁs mad§~6ﬁ-béﬁaif of .
the employees by the-sehool board are tq be treated as:aalary.
for the purposes of determining the amount payable to thé;
Teachers' Retirement 8ystém. In accordance with the Intexnal
Revenue Service ruling réferred to héfein;'such éonﬁributions
are not Wages subject té_féderal-income tax withholding.'.

_Very truly yours,

ATTORNEY GENERAL




