DISCUSSION:
[bookmark: recommendation]
1) Compensation Strategies

The adopted Total Compensation Strategy is detailed in Attachment 2.  Last year, projections based on the Joint Board adopted process presented in October were to fund an average overall pay increase of 2.55%.  A 2.0% base increase was adopted, however, the merit pay for performance differentials were reinstituted for classified staff, and an average increase of 2% was applied to the teacher scale.  The attached information on the compensation strategy is provided to both Boards to consider regarding development of the FY2014-15 budget.  

As detailed in Attachment 2, for FY 2013-14, our salary increase basis was 2% and we started the year statistically at market, although very slightly below by -0.05%. As the adopted market median increase was 2%, our classified salaries are now generally at market and we are meeting the Total Compensation Strategy.  Additionally, our teacher scale steps are within the top quartile of adopted market teacher scales, so that target has also been met. 

2) Benefits Strategies

The Joint Board’s benefits strategy is to maintain a benefit program that is slightly above adopted market levels. Medical insurance and the VRS benefit are the largest components of the employee benefit package. 
 
Medical and Dental
The Health Care Executive Committee (HCEC) is comprised of representative staff from several departments in the School Division and Local Government, as well as members from other affiliated organizations who participate in our health and dental plans.  The HCEC develops recommendations for our medical and dental plans to present to the Boards.  Over the next several months, the HCEC will continue to gather employee feedback, evaluate claims usage and market plan design information, as well as the impacts of the Affordable Care Act on our plan. Staff will also carefully evaluate our Health Care Fund in the context of actual claims experience and required adjustments in 
premiums to maintain a 25% reserve balance target. A comprehensive report on this information and recommendations on plan design and premium rate adjustments will be presented to the Boards in the spring. Preliminary budget premium increase amounts for FY 14/15 are provided as recommendations below.

Virginia Retirement System
Effective January 1, 2014, VRS will implement a mandated “hybrid plan” for all full-time new hires without active prior VRS service (note: hazardous duty new hires may not be in the hybrid plan). This hybrid plan will be a combination of a defined benefit plan (which VRS Plan 1 and Plan 2 members currently participate in) and a defined contribution plan. Also unlike the current VRS Plan 1 and Plan 2, the hybrid plan will not offer a disability retirement benefit. The County may choose to join the Virginia Local Disability Plan (VLDP), which is a combination of short and long term disability programs, along with a long-term care component.  Opting in or out of the State VLDP is an irrevocable election and localities cannot elect at a later date to opt out or to join the VLDP.   If the County does not pass a Resolution to opt out of the VLDP we will be automatically enrolled in it. Employer resolutions in this regard are due by November 1, 2013.

Localities opting out of VLDP will be required to offer employer-paid short and long term disability benefits to their hybrid VRS members and those benefits must be at least equivalent to the benefits under the VLDP, but there is no requirement to provide a long term care program. 

Staff recommends that the Board adopt the attached Resolution (Attachment 4) to opt out of the VLDP prior to November 1, 2013 and that the County purchase equivalent coverage based on the following:
· The State has mandated that this decision is irrevocable.  If the County does not opt out by November 1, 2013, the County will not be able to leave the State VLDP in the future.
· A substantial number of localities have opted out and it is anticipated that the larger employers in the state will not join the VLDP, potentially resulting in unpredictably high program rates once the current rates expire in June 2014. 
· Staff worked with our benefit consultant, KSPH, to solicit proposals for the purchase of equivalent coverage and received five bids.  We evaluated these proposals and selected two finalists. Both vendors offer rates lower than the VLDP rates. In December, staff will present our analysis and recommended vendor for short and long term disability coverage.  Given this mandated change in benefits to new employees and the inconsistencies and administrative burdens managing yet another State imposed change to our benefits creates, staff will also explore options for potential changes to our current benefits for all employees for consideration in December.
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