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MEMORANDUM
TO:
The Board of Supervisors
FROM:
Gail Vance
DATE:
June 15, 2010
SUBJ:
Member Contribution for VRS Plan 2 Members

BACKGROUND
The Virginia General Assembly, in its 2010 session passed legislation creating a separate retirement plan for employees hired on or after July 1, 2010 (hereafter referred to as “Plan 2 Employee”).  The legislation stipulates that Plan 2 Employees will pay their 5 percent member contribution and that, absent other action by the employer, such contribution will be paid through salary reduction according to Internal Revenue Code § 414 (h) on a pre-tax basis.  The legislation allows certain employers, including localities, to pick-up and pay all or a portion of the member contributions on behalf of its Plan 2 Employees as an additional benefit not paid as salary. 
VRS has notified the County that we are required to pass a resolution by June 30, 2010 indicating our choice for employer pick-up of employee VRS contributions for new hires after July 1, 2010.  The three options for localities are as follows:  1) Have new employees pick up the 5% member contribution; 2) Continue to fund members contribution at a level between 1% and up to the full 5%, in 1% increments; 3) Schedule a phase-in approach, having employees pick up all or a portion of the member’s contribution at first, then work toward the locality paying the full 5% member contribution.

If the Board wishes to continue to fund the member contribution at 5% for the Plan 2 employees, a recommended resolution has been prepared and attached.  However, should the Board elect a different option; we have prepared an alternate resolution for adoption.  Please know that Option 1 (new employees will pick up the 5% member contribution) does not require Board action.  

RECOMMENDATION
The County Administrator recommends that Dinwiddie County’s Board of Supervisors support the State’s position and select Option 1.  The Board has the option of reviewing this decision on an annual basis.
