

BACKGROUND:
The Virginia General Assembly adopted several benefit plan changes for the Virginia Retirement System (“VRS”) for employees hired on or after July 1, 2010.  One change stipulates that employees hired on or after July 1, 2010 with no prior service credit must pay their VRS member contribution unless the employer elects to pick-up (in whole or in part) the five percent (5%) member contribution.  This report summarizes some of the VRS plan changes and includes a recommendation regarding the employee member contribution.


DISCUSSION:
[bookmark: recommendation]VRS Plan Design Changes
VRS is a defined benefit plan, with a benefit calculated based on a formula.  Factors that are included in the formula include: age at retirement, average final compensation, and years of VRS service.  VRS has implemented changes to this plan design for employees hired on or after July 1, 2010, referred to as Plan 2. Current members will remain in the current unchanged plan structure, which is referred to as Plan 1.  Some of the differences between the two plans are shown, below:

	
	VRS Plan 1
(Hire date prior to July 1, 2010)
	VRS Plan 2
(Hired on or after July 1, 2010)

	Average final compensation
	Average of employee’s 36 highest consecutive months of creditable compensation
	Average of employee’s 60 highest consecutive months of creditable compensation

	Normal retirement age
	65
Public Safety (VaLORS) 60
	Normal Social Security Age
Public Safety (VaLORS) 60 (no change)

	5  Percent Member contribution
	Employer contributes 5% of the employee’s compensation 
	Employee contributes 5% of compensation



