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MEMORANDUM 

 
TO:   RIVANNA WATER & SEWER AUTHORITY & 
   RIVANNA SOLID WASTE AUTHORITY  

BOARD OF DIRECTORS    
 
FROM: LONNIE WOOD, DIRECTOR OF FINANCE AND 

ADMINISTRATION 
 
REVIEWED BY:  THOMAS L. FREDERICK, EXECUTIVE DIRECTOR 
 
SUBJECT:    VIRGINIA RETIREMENT SYSTEM – IRS RULES CHANGE 
 
DATE:  JULY 28, 2008 
 
 
We received notice from the Virginia Retirement System (VRS) that a ruling by the IRS has 
caused an administrative matter to be acted upon in order to continue business as usual for the 
retirement plan at the authority.  
 
The letter explains that this IRS ruling could potentially cause the employee contribution that 
Rivanna pays on the employees’ behalf to be considered taxable.  To continue our current 
practice of tax deferring this payment to the VRS system, the attached resolution must be 
considered and adopted by the Board.    
 
If these benefits were to become taxable, which they are not now, the authority would see our 
costs increase and a budget impact would occur.   
 
Board Action Needed:   
 
After consideration of the attached information, the resolution is requested to be adopted via the 
consent agenda of the Board of Directors. 
 
Attachment 



RESOLUTION 
Affirmation of Authorization to Pick-up the Employee’s Contribution to 

VRS for RIVANNA SOLID WASTE AUTHORITY-55939       
Under § 414(h) of the Internal Revenue Code 

 
WHEREAS, the  RIVANNA SOLID WASTE AUTHORITY provides its employees 
with tax deferral pursuant to § 414(h) of the Internal Revenue Code with respect to their 
member contributions to the Virginia Retirement System (referred to as VRS) by picking 
up member contributions to VRS; and 
 
WHEREAS, VRS keeps track of such picked up member contributions, and treats such 
contributions as employee contributions for all purposes of VRS; 
 
WHEREAS, the Internal Revenue Service in Notice 2006-43 has provided transition 
relief for existing pick up arrangements provided that an authorized person takes formal 
action to evidence the establishment of the pick-up arrangement no later than January 1, 
2009.  
 
WHEREAS, in order to avail itself of the protection given under Notice 2006-43, the      
desires to affirm its intention to establish and maintain a pick-up arrangement through 
formal action by its governing body. 
 
NOW, THEREFORE, IT IS HEREBY RESOLVED that the existing member 
contribution pick-up arrangement is hereby affirmed as it relates to salary reduction 
elections in effect prior to the date of this Resolution, and it is further  
 
RESOLVED that effective the first pay day on or after Monday, July 28, 2008, the 
RIVANNA SOLID WASTE AUTHORITY shall pick up member contributions of its 
employees to VRS, and such contributions shall be treated as employer contributions in 
determining tax treatment under the Internal Revenue Code of the United States; and it is 
further 
 
RESOLVED that such contributions, although designated as member contributions, are to 
be made by the RIVANNA SOLID WASTE AUTHORITY in lieu of member 
contributions; and it is further 
 
RESOLVED that pick up member contributions shall be paid from the same source of 
funds as used in paying the wages to affected employees; and it is further 
 
RESOLVED that member contributions made by the RIVANNA SOLID WASTE 
AUTHORITY under the pick up arrangement shall be treated for all purposes other than 
income taxation, including but not limited to VRS benefits, in the same manner and to the 
same extent as member contributions made prior to the pick up arrangement; and it is 
further 
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RESOLVED that nothing herein shall be construed so as to permit or extend an option to 
VRS members to receive the pick up contributions made by the RIVANNA SOLID 
WASTE AUTHORITY directly instead of having them paid to VRS; and it is further 
 
RESOLVED that notwithstanding any contractual or other provisions, the contributions 
of each member of VRS who is an employee of the RIVANNA SOLID WASTE 
AUTHORITY shall be picked up either through a reduction in the current salary of such 
employee or as an offset against future salary increases of such employee or as a 
combination of both at the option of the employer by the RIVANNA SOLID WASTE 
AUTHORITY on behalf of such employee pursuant to the foregoing resolutions. 
 
Adopted in County of Albemarle, Virginia this 28th day of July, 2008. 
 
 
                                                Michael Gaffney, Chairman of the Board                                                             
                                                                    Name & Title     
 
 
                                      
                                                _______________________________________ 
         Authorized Signature 
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