
Total Compensation Report 

BACKGROUND:
In November 2000, the Board of Supervisors and the School Board (Boards) approved a Total Compensation Strategy to target employee salaries at 100% of an adopted market median and benefits slightly above market levels. The adopted market approved by the Boards is shown in Attachment 1.   

The Boards have continued to recognize the importance of providing competitive salaries and benefits.  As an increasing number of employees reach eligibility for retirement benefits every year and staff has continued to adapt to the work of a changing environment.   As it is critical for Albemarle County to focus on retaining existing employees and recruiting skilled new employees, the County’s total compensation plan is designed and evaluated in light of those objectives.   

This report details the supporting analysis for the recommendations to achieve the adopted Total Compensation Strategy for last year and for the Boards to consider in giving budget guidance to the County Executive and Superintendent for next year.  These projections are presented to the Boards for their information regarding the FY12-13 budget process.  It is noted that all final funding is subject to, and based upon, available revenues and the Boards’ direction. This report provides information on:
1) Compensation Strategies ( Attachments 2 and 3)
2) Benefits Strategies: Medical, Dental and VRS (Attachments 4 and 5 )
3) Wellness Updates (Attachment 6 and 7)

DISCUSSION:
[bookmark: recommendation]1) Compensation Strategies

The adopted Total Compensation Strategy, jointly adopted by the Board of Supervisors and School Board, is detailed in attachments 2 and 3.  Last year, the projections based on the adopted strategy presented in October were to increase the classified salary scale by 1%, fund a classified merit increase of 2.88% and fund teacher increases by 2.25%.  However, due to revenue shortfalls and the prevailing market trend of limited increases, the Boards funded a 1% salary increase for classified employees and a 1.95% increase to be applied to the teachers scale. Additionally, the budgeted medical increase was funded from the Health Care Reserve fund, resulting in a cost savings.  As a result of this savings, the Boards were able to provide a one-time bonus payment of $350 to employees. 

As the information in attachment 2 indicates, based on a review of our adopted market and the Worldatwork projection of 3%, the actions necessary to achieve the adopted strategy based on the adopted process include a 3.35% salary increase and a teacher scale and step increase of 3%. However, given the continuing state of the economy and the challenges faced by local governments and school divisions, for the last three years actual salary increases have been less than the Worldatwork projections. 


2) Benefits Strategies

The adopted Benefits Strategy, jointly adopted by the Board of Supervisors and School Board, is to maintain a benefit program that is slightly above market. Medical insurance and the VRS benefit are the largest components of that benefit strategy. The information provided in the attached Benefits Strategies detail the analysis of those benefit programs and recommendations to remain consistent with the jointly adopted strategy.

 In order to comprehensively evaluate the medical plan, staff worked with KSPH to develop a scoring model based on plan design features, premium costs to employees, and Board contribution amounts. This model indicates that we are slightly above our target, both in terms of employee/employer contribution amounts and in several plan design areas.   Over the next several months, the HCEC will consider the feedback gained from employees via focus groups and an online survey while reviewing options to continue bringing the plan in line with our market strategy for the next plan year

The Virginia General Assembly adopted several VRS benefit plan changes for covered employees hired on or after July 1, 2010.  One change stipulated that employees hired on or after July 1, 2010 with no prior service credit (VRS ‘Plan 2’ employees) must pay their VRS member contribution unless their employer elects to pick-up (in whole or in part) the five percent (5%) member contribution.  Based on marked data indicating that most localities and school divisions in our adopted market and throughout the state covered their employees’ contribution, last year the Boards elected to pick-up the 5% member contribution amount.   Market data indicates that this continues to be the prevailing trend. 

An update on wellness programs offered to employees is detailed in Attachment 6 for informational purposes.

BUDGET IMPACT:
These projections are presented to the Boards for consideration in providing direction for the FY12-13 budget preparation.  It is noted that all final funding is subject to, and based upon, available revenues and Board direction.

RECOMMENDATIONS:
Staff recommends approval of the following:
1. Establish a budget target for providing a 1-2% salary increase for classified employees and teachers.  Final recommendations by the County Executive and Superintendent will be based on additional market data and the availability of adequate funding.
2. Use a portion of the Heath Care Reserve Fund to offset any increase in employee premium and to reduce the employer premium costs.
3. Plan for a 7% increase in dental costs.
4. Continue to pick-up the five percent (5%) member contribution for VRS for VRS Plan 2 employees.

ATTACHMENTS
1-Adopted Competitive Market
2-Compensation Strategy
3-Teacher Scale Relative to Market
4-Benefits Strategy
5-Medical Premium and Cost Market Data
6-Wellness Updates
7-Final Report MSWLP Session 2
