
The FICA* Alternative Retirement Plan  
 
The City of Kenosha has implemented a "FICA Alternative Retirement Plan" which is authorized under Section 
401(a) of the Internal Revenue Code.  This Plan is administered by the Precision Retirement Group, Inc (Plan 
Administrator – Pelion Benefits, Inc.).   Below is a brief comprehensive summary of this Social Security 
alternative program which is for part-time, seasonal, and temporary employees who are not eligible to participate 
in the Wisconsin Retirement System through their City of Kenosha employment.   Participating employees are 
required to complete and submit a Form SSA-1945 to the City of Kenosha for enrollment in this plan.  The 
“Participant Enrollment Form” provides for the employee's designation of beneficiaries, and should be 
completed and submitted to the address indicated at the bottom of that form. 
 

Employee Benefits 
 
Under this Plan, the 6.2% after-tax Social Security (FICA) contribution is replaced with a 7.5% pre-tax 
contribution which is placed into a 457 deferred investment account in the employee's name.  (Medicare 
contributions of 1.45% remain unchanged.)  These funds are then invested in a group annuity contract.  No taxes 
are paid on the contributions and interest earnings until funds are withdrawn. 
 
The Plan has very little effect on an employee's net paycheck and is nearly cost neutral (see below).  
 

Example of how pre-tax contributions of 7.5% nearly 
equals 6.2% after-tax contributions to Social Security: 

 FICA 
Alternative

  
FICA 

Gross monthly salary $ 1000.00 $ 1000.00 

Less 7.5% pre-tax contribution - 75.00 - 0.00 

Taxable income  $ 925.00  $ 1000.00 

Less assumed 15% federal income tax - 138.75 - 150.00 

Less assumed 5% state income tax - 46.25 - 50.00 

Less after-tax 6.2% Social Security (FICA) - 0.00 - 62.00 

Less after-tax 1.45% Medicare - 13.41 - 14.50 

New paycheck amount $ 726.59 $ 723.50 

 
Unlike Social Security, the contributions and interest earnings in a FICA Alternative account are available to an 
employee:  (1) upon termination from employment, (2) in the event of death or disability; or (3) at normal 
retirement age.  When a distribution is taken (lump sum withdrawal or annuity), that amount may be subject to 
federal and state income tax in the year it is distributed unless it is transferred to a similar plan (for example, the 
account balance may be transferred tax-free to an IRA account).  Distributions taken prior to age 59½ may be 
subject to a early withdrawal penalty by the Internal Revenue Service.  In addition, there could be a distribution 
fee charged.  However, this charge cannot exceed the interest earned on contributions. 
 
Annual statements are provided to employees at the end of each fiscal year for their records.  Further information 
and forms can be obtained from Precision Retirement Group (Plan Admininstrator – Pelion Benefits, Inc.) at: 
 

Pelion Benefits, Inc. 
P.O. Box 110355 

Research Triangle Park, NC  27709 
888-532-7526 

www.pelionbenefitsinc.com 
 
 

*FICA stands for the "Federal Insurance Contributions Act" which designates the withholdings made by an employer and 
 employee towards Social Security. 










