74th OREGON LEGISLATIVE ASSEMBLY - 2007 Regular Session MEASURE: HB 3183
STAFF MEASURE SUMMARY CARRIER: CONSENT
House Committee on Businessand L abor

REVENUE: No revenue impact
FISCAL: No fiscal impact

Action: Do Pass and Be Placed on the Consent Calendar
Vote: 5-0-2
Yeas. Berger, Edwards C., Esquivel, Holvey, Schaufler
Nays: 0
Exc.: Rosenbaum, Smith P.
Prepared By: TheresaVan Winkle, Adminigtrator
M eeting Dates: 4/20

WHAT THE MEASURE DOES: Clarifiesthat an educational institution can provide nonel ective employer
contributions to atax-sheltered annuity or custodial account on behalf of an employee.

| SSUES DI SCUSSED:
» Definition of a403(b) plan
»  Who can take advantage of 403(b) plans
* Mesasure clarifies current statute
»  Some schooal districts aready contribute to an employee' s 403(b) account

EFFECT OF COMMITTEE AMENDMENT: No amendment.

BACKGROUND: Educationa institutions, such as school districts, can utilize tax-sheltered annuities or custodial
accounts such as a403(b) plan as part of an employee’ s benefit package. They can typically be set up for an employee
to have monthly deductions from their wages with a maximum amount to be contributed to the account, typically a
percentage of the employee' sincome. Some districts choose to contribute to the employee’ s account, such as a standard
percentage of the employee’ sincome, but thereis nothing in current statute that clearly authorizes nonelective
contributions to take place. HB 3183 fixes this oversight by establishing that an educational institution can make
contributions in addition to an employee’ s contributions.

Employers who are included in the measure include the State Board of Higher Education, any other state agency, a
community college district, a school district, the Oregon Health and Science University, and an education service district
employing an individual who performs services for an educationa institution.

A 403(b) planis atax advantaged retirement savings plan available for public education organizations, some non-profit
employers (501(c)(3) organizations) and self-employed ministersin the United States, and itstax trestment issimilar to a
401(k) plan. Employee sdlary deferralsinto a403(b) plan are made before incometax ispaid on it, and is allowed to
grow tax deferred until the money is taxed as income when taken out of the plan.
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