
Contra Costa Community College District Payroll Procedure 5.10 

TAX SHELTERED ANNUITIES AND DEFERRED COMPENSATION PLANS 

The Internal Revenue Service (IRS) allows employees of education institutions to participate in tax sheltered 
annuity (TSA) plans and deferred compensation plans.  A TSA is also known as a 403(b) plan.  A deferred 
compensation plan is also referred to as a 457 plan.  Contributions to a TSA and/or deferred compensation 
plan are deducted from the participant’s paycheck and forwarded to a District approved vendor selected by the 
participant.  Contributions made are not taxed, with income tax deferred until retirement, when the funds are 
withdrawn.  The annual limit on a TSA and deferred compensation plan contribution is set by IRS laws. 

General Procedures 

1. If an employee wishes to participate in a TSA and/or deferred compensation plan, s/he must choose a 
preferred vendor from the deferred compensation vendor list available on the Human Resource 
Department’s website and complete the Payroll Deduction Authorization form (Exhibit A). 

2. The Payroll Deduction Authorization form shall be returned to District Office Payroll by the 15th of the 
month for the initial reduction to be made in that salary month. 

3. An employee’s authorization for a TSA and/or deferred compensation plan deduction shall be 
effective until changed or terminated by the employee in writing and submitted to District Office 
Payroll by the 15th of the month to be effective in that salary month. 

Employer Responsibility 

District Office Payroll is responsible for maintaining files of current payroll deduction authorization forms.  The 
file is reviewed when any employee modifies or establishes a new authorization form. 

Any employee who participates in a 403(b) or 457 plan is the direct owner of the plan and is entitled to 
exercise all policyholder rights without intervention of the employer. 

Tracking Contribution Limits 

District Office Payroll routinely monitors individual employees contributing to a 403(b) or 457 plan to ensure 
compliance with the Internal Revenue Code, Section 402(g). 

Important Note: 
The Contra Costa Community College District Payroll Department does not provide tax advice.   
Employees requiring further explanation should be referred to their TSA agent or qualified tax advisor.   

Historical Annotation: Related Board Policies: 
Administrative Procedure 8322.01, 7/1/74, 3/25/85, 11/19/90, 7/5/00 Board Policy 5004 
4/20/04 (Combined with Payroll Procedure 19.14, 5/12/83, 11/19/90, 7/5/00)   
Rev. 10/13/15 

http://www.4cd.edu/gb/policies-procedures/board/BP5004.pdf
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