EOC Motion and Staff Recommendation
May 1, 2011
Motion:

The three percent retiree contribution be put into a vacation fund from the set-aside fees paid, in which operators can be reimbursed.   In other words, the Operators voted to establish a vacation fund from operator set-aside fees paid.  Operators to be reimbursed equivalent for the 3% retirement health contribution they are now required to make.   

Background

At the 2011 annual meeting of the Elected Operators Committee (EOC) and Michigan BEP licensees, the majority of the body voted to commence using a portion of set-aside fees (10% of licensee net proceeds) collected to reimburse operators from set-aside funds the equivalent of 3% of net income to provide a vacation fund.  
By State law, Michigan BEP licensees are members of the State Employees Retirement System (SERS).  Historically, neither state employees nor BEP licensees have been required to contribute to their retirement.  For each month in which an operator submits a vending facility monthly report, service credit toward retirement is earned; and the Program contributes to the SERS on behalf of the licensee.  This contribution is made from the Program’s State of Michigan (SOM) General fund/General Purpose (GF/GP) monies and is not eligible for federal match.
Michigan’s economy has not fared well in the past few years.  One of the budget saving measures introduced has been the requirement that SOM employees begin contributing 3% of income toward retirement health care.  As members of SERS, BEP licensees are also required to make this 3% contribution.  
Michigan BEP promulgated rules permit the use of set-aside funds for the same purposes as defined the Randolph-Sheppard Act and associated federal regulations.  In practice, the set-aside fund has been used primarily (and exclusively in the past several years) for maintenance and replacement of equipment and the purchase of new equipment.  While approximately $300,000 in set-aside fees is collected each year, the cost of equipment purchases, and replacement and repairs far exceeds the amount collected.  
Agency Response:  
As this is a change in the way the Agency utilizes the set-aside funds, the Commission will request approval for the change from the Rehabilitation 
Services Administration.
Board Action:
No action required, information only.
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