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BACKGROUND:
The School Board and Board of Supervisors (the “Boards”) approved a Total Compensation Strategy in 2000 to target employee salaries at 100% of an adopted market median and benefits slightly above market levels. See Attachment 1 for a list of the localities included in the adopted market.  Since that time, the Boards have continued to recognize the importance of providing competitive salaries and benefits to attract and retain a high quality workforce.  To that end, the County’s total compensation has been designed and is continually adapted to meet these objectives in an ever-changing labor market.  This Executive Summary outlines staffs’ findings and recommendations based on its annual compensation analysis for the Boards’ consideration as the Boards provide direction to the County Executive and Superintendent in the upcoming FY 16 budget process.  It is noted that all final funding for the recommendations is subject to available revenues and final Board direction. 

The benefit programs are a significant component of Total Compensation in terms of cost, employee satisfaction and well-being. Staff is proposing plan changes and premium adjustments to our Medical and Dental Insurance programs, as well as modifications to our leave and disability insurance programs to meet market, financial, operational and regulatory requirements. As regards the County’s leave/disability programs, staff shared information with the Boards regarding the newly-mandated short and long-term disability coverage the County is now required to provide to VRS Hybrid Members effective January 1, 2014 at the October 10, 2013 and December 12, 2013 joint Board meetings. Given this mandated change in benefits to new employees and the inconsistencies and administrative burdens that managing an additional State-imposed benefit change creates, the Boards directed staff to explore options for potential revisions to the County’s current benefits for all employees.  

STRATEGIC PLAN:
This supports the Goal of Operational Capacity: Ensure County government’s ability to provide high quality service that achieves community priorities.

DISCUSSION:
[bookmark: recommendation]1) Compensation Strategies
The adopted strategy for total compensation is detailed in Attachment 2.  In October 2013, the projected salary increase to meet the Boards’ adopted strategy was an average overall pay increase of 2.00% in FY 15. However, due to budget limitations, this increase was reduced in the FY 15 adopted budgets to a 1.00% general increase for classified employees and teachers.

The salary increases projected to meet the Boards’ compensation strategy, set out in Attachment 2, is for the Boards’ consideration in the development of the FY 16 budget. As detailed in Attachment 2, the County’s FY 15 pay increase of 1.00% was less, on average, than actual pay increases in our adopted market during the same period, resulting in a reduction in the County’s overall competitiveness within the market for classified and administrative employees. Our loss of competitiveness within the market further contributes to the problem of salary compression among existing employees. It is noted that the majority of the County’s adopted market have fully implemented the required VRS employee contribution of 5%, with only a handful still “phasing in”. As in previous years, the classified salary increase and teacher salary scale data has been normalized for comparative purposes to address these differences.
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2) Benefits Strategies 
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 the County’s health and dental plans. The HCEC develops recommendations for the County’s medical and dental plans to present to the Boards. A comprehensive report on this information and recommendations on plan design and premium rate adjustments is detailed in Attachment 3.  

Leave
Effective January 1, 2014, VRS mandated a new "Hybrid Plan" for new employees which, among other things, will not offer the option of disability retirement. Instead, Hybrid Plan members will receive mandated employer-paid short-term and long-term disability coverage. At the December 12, 2013 meeting of the Boards, Standard Insurance was approved to provide the County’s short and long-term disability coverage for Hybrid Plan members. Because the newly mandated benefits will create some inconsistencies between the County’s current leave programs and those it must follow for Hybrid Plan members, staff has assessed how best to administer benefits to all employees, regardless of which VRS plan may apply. Human Resources staff has conducted a series of employee engagement meetings to seek employee input on the various leave options.  A comprehensive report on this information, options reviewed and recommendation is detailed in Attachment 3.

BUDGET IMPACT: 
This information is presented to the Boards for consideration in their preparation of the FY 16 budget. It is noted that all final funding is subject to available revenues and final Board direction. 

RECOMMENDATIONS: 
Staff recommends approval of the following: 
1. Based on the adopted Total Compensation Strategy, establish a budget target providing a 3.00% salary increase for classified staff, administered through our pay for performance program, and a 2.00% increase to fund teacher salary increases to maintain the top quartile position. Final recommendations by the County Executive and Superintendent will be based on the availability of adequate funding. 
2. Medical insurance plan changes effective October 1, 2015:
a. Implement reallocated health insurance rates to more accurately reflect usage;
b. Implement spousal adjustment so that spouses would be ineligible for coverage if they have affordable  coverage elsewhere;
c. Implement the proposed plan design changes;
d. Plan for a 9.6 % increase in Board contributions and total employee premiums for medical insurance.  Actual premium increases for employees for the different categories of coverage will be illustrated by staff during the presentation on October 8th. 
3. Plan for a 5% decrease in dental costs, effective October 1, 2015.
4. Implement one leave program for all benefits-eligible employees, to include employer-paid short-term and long-term, disability benefits for all benefits-eligible employees.

ATTACHMENTS:
1 - Adopted Market
2 - Compensation Strategies
3 - Benefit Strategies
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