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Agenda

ÅStatus of Pew Recommendations

ÅVRS Membership Statistics  

ÅHybrid Retirement Plan Potential Modifications

ÅOptional Defined Contribution Plan

ÅStress Testing and Sensitivity Analysis 

ÅComments & Considerations



Status of Pew 
Recommendations



4

VRS Progress Related to Pew 
Recommendations

Å VRS focuses on disclosure and does so in a variety of ways:
ÅComprehensive Financial Annual Report (CAFR)
Å Joint Legislative Audit and Review Commission (JLARC)
ÅHouse Appropriations Committee
ÅSenate Finance Committee
ÅAuditor of Public Accounts (APA)
ÅVRS website (dedicated Investments and Financial Reporting sections) 
ÅPresentations to various stakeholders, associations, and member or 

employer groups

Å VRS posts its funding policy as well as 20- and 25-year performance data 
and other investment-related information on -line

Å VRS plans to move forward with additional reporting related to carried 
interest and similar fee structures on a prospective basis

Å VRS conducts scenario, simulation and stress testing, as well as sensitivity 
analyses, and sees opportunities to build upon our ongoing work in this 
area



Membership 
Statistics
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As of June 30, 2016

Plan 1 Plan 2 Hybrid Total

Teachers 88,904 37,057 20,893 146,854

Political Subdivisions 57,197 32,402 16,055 105,654

State Employees 46,201 19,032 12,418 77,651

State Police Officersô Retirement 
System (SPORS) 1,400 547 ï 1,947

Virginia Law Officersô Retirement 
System (VaLORS) 4,502 4,645 ï 9,147

Judicial Retirement System (JRS) 267 69 82 418

Total Active Members 198,471 93,752 49,448 341,671

Total Active 
Members

Retirees/
Beneficiaries

Inactive/
Deferred Members

VRS Total
Population

341,671 192,065 144,181 677, 917

VRS Total Membership
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State Active Member Breakdown
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Teacher Active Member Breakdown
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Benefit Comparison

State 
As of June 30, 

2016

Teachers
As of June 30, 

2016

Local
As of June 30, 

2016

Actives:

Average Age 48.2 45.1 46.2

Average Service 12.5 11.9 11.0

Average Entry Age 35.7 33.2 36.2

Average Salary $53,389 $51,449 $43,819

Retirees: 

Avg. Age @ Retirement 63.8 62.5 63.2

Avg. Service @ Retirement 23.0 22.5 20.9

Avg. Benefit @ Retirement 39.1% 38.3% 34.7%

Avg. Annual Benefit $21,981 $22,821 $16,855

Avg. Social Security Benefit
at Age 62 $20,400 $19,344 $16,524
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Average Age at Retirement

Plan 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

State 62.1 60.8 60.7 60.6 62.2 62.9 63 63.1 63.7 63.8

Teachers 60.4 59.4 59.3 59.3 61.1 61.5 61.8 62.2 62.3 62.5

Plan 2007* 2008 2009 2010 2011 2012 2013 2014 2015 2016

State 24.2         24.4         24.6         23.3         20.8         22.6         21.7         22.7         23.0         

Teachers 24.6         24.6         24.6         24.4         23.0         23.3         22.4         22.5         22.5         

Plan 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

State 34.9 34.7         34.8         35.0         35.1         35.3         35.5         35.5         35.6         35.7         

Teachers 33.2 32.7         33.4         33.4         33.4         33.3         33.3         33.2         33.2         33.2         

* Average Service for members retiring in 2007 was not available.

Average Retirement Age for Members Retiring by Fiscal Year

Average Service at Retirement for Members Retiring by Fiscal Year

Average Entry Age for Members by Fiscal Year
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Hybrid Retirement Plan
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Hybrid Retirement Plan



Hybrid Retirement 
Plan Potential 
Modifications 
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HB 1072 Hybrid Proposed Modifications

ÅChange allocation of member contribution from 4% DB/ 
1% DC to 3% DB / 2% DC

ÅSet default member voluntary contribution to 0.5% at 
date of hire, with ability to opt -out

ïCurrently, there is no default voluntary contribution 

ÅAccelerate auto-escalation to 0.5% increase in voluntary 
contributions every 2 years for members not at the 
maximum voluntary level

ïCurrently, auto-escalation is 0.5% every three years
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State Retirement Plan 
Estimated Employer Costs under Current Plan Design

Å Largest component of employer rate is amortization of legacy unfunded liability. Legacy 
unfunded is being amortized over a 30-year closed period which is set to expire in 2044.

Å Defined benefit normal cost decreases over time as hybrid plan membership grows.

Employer Cost 2017 2027 2037 2045

Normal Cost 4.45% 2.35% 1.67% 1.47%

DC Component 0.10% 1.21% 1.76% 2.09%

UAAL 8.94% 10.32% 13.38% 1.04%

Total Employer Cost 13.49% 13.88% 16.81% 4.60%
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Comparison of Costs 
Proposed Hybrid HB 1072

Å The proposed hybrid design does increase employer cost, but the 2.21% employer 
match to the defined contribution component of the hybrid has no future risk to the 
employer.

VRS Plan 1 VRS Plan 2 Hybrid Blended Rate

Total Benefit Normal Cost 9.64% 8.95% 5.17% 9.10% 5.17%

Member Contribution Rate 5.00% 5.00% 4.00% 4.92% 3.00%

Employer Normal Cost Rate 4.64% 3.95% 1.17% 4.18% 2.17%

Employer Match to DC Plan 0.0% 0.0% 1.21% 0.10% 2.21%

Administrative Expense 0.27% 0.27% 0.27% 0.27% 0.27%

Total Employer Rate without 

Unfunded Amortization Cost 4.91% 4.22% 2.65% 4.55% 4.65%

Amount to Amortize Unfunded 

Liability 8.94% 8.94% 8.94% 8.94% 8.94%

Total Employer Rate 13.85% 13.16% 11.59% 13.49% 13.59%

Proposed 

Hybrid HB 

1072

VRS State Retirement Plan
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Income Replacement Ratios 
30 -Year Career Employee

Å Modeled above are the estimated replacement ratios for a 30-year employee hired at 
age 35. The Hybrid plan is modeled assuming 3 sets of long-term rates of return on 
DC fund balances, 5%, 6% and 7%. 
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State Retirement Plan 
Estimated Employer Costs with Changes to the Hybrid (HB 1072)

Å Due to blending in hybrid participants, initial impact is estimated at 0.19% of state payroll 
and is expected to approach 1.65% of payroll over the next 30 years.

Å Estimated costs assume 50% of the eligible members retain auto-escalation and auto-
enrollment.

Employer Cost 2017 2027 2037 2045

Normal Cost 4.45% 2.35% 1.67% 1.47%

DC Component 0.10% 2.22% 2.88% 3.33%

UAAL 8.94% 10.32% 13.38% 1.04%

Total Employer Cost 13.49% 14.88% 17.93% 5.84%
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Hybrid Plan Voluntary Contribution Auto -Escalation

Å The current plan would take 24 years for a member to reach maximum savings in the 
defined contribution portion of the hybrid retirement plan.

Current Auto �±Escalation Schedule


