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With this policy change, the contribution cost for certain school employees
will increase. In 1992-93, nineteen school divisions do not pay the five percent
member contribution. If the supplemental pay received by the teachers in these
school divisions were reported to the VRS, the teachers would be responsible
for the five percent member contribution.

A change in the current VRS policy wouJd requi re modifying Gode of
Virginia, Section 51.1-101 to include supplemental pay as creditable
compensation for public school employees.

ii



Executive Summary

HJR 168 requested the Department of Education, in cooperation with the
Virginia Retirement System (VRS), to study the application of retirement benefits
by public school systems to their teachers who have multiple contracts with the
local school board.

In 1990. the General Assembly passed legislation providing that a
separate contract in a form prescribed by the Board of Education be executed
by a local school board with any employee who is receiving a monetary
supplement for an athletic coaching assignment. This contract was to be
separate from the employee's contract for teaching. During the 1991-92 school
year, however, it was noted that local school divisions were excluding the
compensation received for the coaching assignment from the individual salary
amounts reported to the Virginia Retirement System (VRS). Therefore, this
additional compensation would not be included in the calculation of the
average final compensation of the employee for retirement purposes.

The VRS has considered coaching supplements, along with other types of
supplements, as pay for extra duties outside of the normal teaching duties and
therefore, these supplements should not be included in the creditable
compensation for retirement.

If the current VRS policy is I,.odified to include supplemental pay in the
creditable compensation for retirement, there may be additional retirement
benefits for the individual school employees. In one example, if a teacher's
$2,500 coaching supplement is included in the retirement calculation, the
teacher's monthly retirement payment increases by approximately $100. It
should be noted, however, that there is no guarantee that any supplemental pay
that is included in the annual contract salary and reported as creditable
compensation to the VRS will be in used in the final calculation of retirement
benefits. If the salary used to calculate the retirement benefit does not include
the period of time when the supplemental pay was reported, the supplemental
pay provides no additional benefit. Therefore, the local school divisions (and
employees) will have funded contributions toward retirement benefits that will
not be realized.

If the current VRS policy is modified, there will be additional cost for local
school divisions. In 1990-91, local school divisions reported expenditures for
supplemental pay in excess of $20.6 million. The estimated additional
retirement contribution cost to local school divisions for including the
supplemental pay in the salary amounts reported to the VRS is $2.3 million. In
addition, the local school divisions may experience an increase in the employer
retirement contribution rate over time because of increased retirement benefits
resulting from inclusion of the supplemental payments in the calculation of
average final salary at retirement.



House Joint Resolution No. 168

HJR 168 requested the Department of Education, in cooperation with the
Virginia Retirement System (VRS), to study the application of retirement benefits
by pubiic school systems to their teachers who have multiple contracts with the
local school board. A copy of HJR 168 is induded as Attachment A.

Background Information:

In 1990, the General Assembly passed legislation (Attachment B)
providing that a separate contract, in a form prescribed by the Board of
Education, be executed by a local school board with any employee who is
receiving a monetary supplement for an athletic coaching assignment. This
contract was to be separate from the employee's contract for teaching. The
Board of Education adopted an athletic coaching contract form which became
effective for the 1991-92 school year (Attachment C).

During the 1991-92 school year, however, it was noted that local school
divisions were excluding the compensation received for the coaching
assignment from the individual salary amounts reported to the Virginia
Retirement System. Therefore, this additionaJ compensation would not be
included in the calculation of the average final compensation of the employee
for retirement purposes.

Virginia Retirement System Policy

Code of Virginia. Section 51.1-101 (Attachment D) sets forth the statutory
definition of creditable compensation for retirement purposes to mean "the full
compensatjon payable annually to an employee working the full wOrking-tjme
for his covered position","

The longstanding VRS administrative policy interpretation of this statutory
definition has been that the only compensation reportabte to the Retirement
System as creditable compensation for retirement purposes is the salary
included in the annual teacher salary contract rate between the school boards
and teachers.

t:iistorically, coaching supplements, along with other types of supplements,
have'been paid outside of the annual teaching contract. These supplements
have been treated by VAS as pay for extra duties outside of the normal teaching
duties, not unlike part time or hourly pay. Therefore, these supplemental
amounts are not included in the creditable compensation for retirement. This
administrative policy position has been shared over time with the local school
divisions through VRS Directive 80-3, dated May 14, 1980 (Attachment E),
Directive 87-3, dated June 3, 1987 (Attachment F) and the VAS Benefits
Manual, Section 2-100 (Attachment G).
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Therefore, the local school divisions are correctly following current VRS
policy by excluding the compensation received for the coaching assignments
from the individual salary amounts reported to the VAS.

Modifications to Current VRS policy

The following section highlights the impact of modifying the current VRS
policy to include the supplements provided to local school personnel in the
salaries reported to the VRS.

A. Benefits:

The retirement benefit under VRS is based on the following:

Q The member's average final compensation (average of the highest
36 consecutive months of salary):

o Years of service: and

o Age at retirement.

Attachment H illustrates the calculation of the monthly retirement benefit for
a sixty-year-old teacher with thirty years of service. As noted on this attachment,
the teacher receives an additional $41 each month if the $1,000 supplement
received for serving as the sponsor for the school newspaper is included in the
retirement calculation. The monthly retirement payment increases by
approximately $100 if the teachers $2,500 coaching supplement is included in
the retirement calculation.

It should be noted, however, that there is no guarantee that any
supplemental pay that is included in the annual contract salary and reported as
creditable compensation to the Retirement System will be used in the final
calculation of retirement benefits. If the salary used to calculate the retirement
benefit does not include the period of time when the supplemental pay was
reported, the suppJementaJ pay provides no additional benefit. Therefore, the
local school divisions (and employees) will have funded contributions toward
retirement benefits that will not be realized.

This situation could occur if the member relinquishes the duties for which
he or she received supplemental pay three or more years prior to retirement
and the increases in annual contract salary which were received prior to
retirement result in an amount exceeding the salary and supplement amount
combined. For example, a teacher serves as a coach during the earty years of
his or her career but ceases the coaching duties eight years prior to retirement.
The teacher continues to receive annual increases in contract salary during the
eight years prior to retirement. These increases result in salary amounts used
to-calculate retirement benefits that do not inctude the years in which the
teacher received supplemental pay for the coaching duties.
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Therefore, inclusion of supplemental pay as part of the annual contract
salary would benefit only those members/employees who:

a Work in supplemental pay activities until retirement and continue to
receive the same level of supplemental payor greater until their
retirement, or

o Cease working in the activity for which supplemental pay was
received prior to retirement with no salary increases SUbsequently
received which would cause the annual salary for the later years to
be greater than the years which included the supplement pay.

B. Costs:

1. Individuals:

Local school- divisions are responsible for the employer share of the
retirement contribution cost. In addition, many schoof divisions provide
funds for the five percent member contribution. In 1992-93, however,
nineteen school divisions still do not pay this five percent share for their
employees. If the supplemental pay received by the teachers in these
school divisions were reported to the VRS, the teachers would be
responsible for the five percent contribution. The "take home pay" for these
employees would be reduced, but as noted above, they may not realize
any additional retirement benefits, although their contribution may
increase.

2. Local School Divisions:

In 1990-91, local school divisions reported expenditures for supplemental
pay in excess of $20.6 million. The estimated additional retirement
contribution cost to local school divisions for including the supplemental
pay in the salary amounts reported to the VRS is $2.3 million. In addition,
the local school divisions may experience an increase in the employer
retirement contribution rate over time because of increased retirement
benefits resulting from inclusion of the supplemental payments in the
calculation of average final salary at retirement.

O: L~gislative and Administrative Considerations:

To broaden the administrative interpretation of the statutory definition of
creditable compensation found in the Code of virginia, Section 51.1-101,
to include supplemental pay for certain activities or duties carried out by
public school employees would necessitate the use of very specific
language. Because the Retirement System covers a diverse group of
governmental employers and members-in addition to school divisions,
general code language that allows supplemental pay could open the door
for inclusion of many other types of extraordinary compensation,
regardless of how temporary or incidental it is to the contract duties and
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annual salary rate for the positions in question. Caution should be taken to
limit any legislative change to only public school employees to avoid a
potentia' unfavorable fiscal impact to other governmental employees and
employers such as state employees, local governments and institutions of
higher education. Even with specific reference to supplemental pay for
teachers, however, such a code change would create a precedent for
future inclusions of extraordinary pay for other groups of employees that
heretofore have been excluded for creditable compensation.

The longstanding VRS administrative policy to allow for creditable
compensation based on the annual contract salary rate provides for a
more objective administration of the pension plan provisions because it
limits the possibility of unfair inclusion of additional pay to inflate benefits
for certain classes of employees prior to retirement. In addition, any
definition of creditable compensation must be fajr and treat all classes of
employees and types of employers consistently.

Conclusions:

Local school divisions are required to have a separate contract with any
employee who is receiving .2 monetary supplement for an athtetic coaching

.assignment.

Based on the Code of Virginia, the supplemental payments for the
coaching assignments are not to be included in creditable compensation
amounts reported to the VAS.

If the Code section is to be modified:

o The Code section needs to be modified to include supplemental pay as
creditable compensation for public school employees, In addition, it
needs to provide consistent treatment of supplementaJ pay for
retirement \benefits for all public school employees throughout the
CommonweaJth. .

o There may be additional retirement benefits for the individual school
employees.

o Local school divisions and some public school employees will incur
additional retirement contribution cost.
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Appendix A

GENERAL ASSEMBLY OF VIRGINIA...-1992 SESSION
HOUSE JOINT RESOLUTION NO. 168

Requesting the Departmen1 01 Education. in coaperation wl"th the Virgtnia Retirement
System. to study the application 01 reti~ment benelitJ by public school syssem.s (0

their teachers who have multiple contracts with the board.

Agreed to by the House ot Delegates. February 9, 1992
Agreed to by the Senate, March <{. 1992

WHEREAS. In 1990 the Genera! Assembly passed Iegis1adon provldlng that a separate
contract la a rorrn prescrtbed by the Board ot Education saan be executed by tne school
board with, any employee wnc Is receiving a monetary supplement tor any atnledc
coacnlag assignment and that this contract sLlall be separate and apart from the contract
tor teaching; and

WHEREAS, a number at school boards have chosen to exclude the cornpensatloc
received pursuant to the supplemental contract 10 the calculatlon of tile average final
cornpensatlon of the employee tor retirement purposes; and

WHEREAS, such catcutaucc deprives tlle employee ot recelvtng hIs fUll retirement
allowance. based on the tull compensation during !lis three nighest consecunve years at
earnings; and .

WHEREAS, this calculation was aot intended by the General Assembty wnen it passed
the 1990 Iegistanon: now, therefore, be it

RESOL VED by the House ot Delegates. the Senate concurring, That the Department ot
Education, In cooperation with the Virginia Retirement System, be requested to study the
application ot retirement benefits by publlc scaoot boards co their teachers who nave
mutttple contracts with the 'board.

The Department shall complete its work in time to submit its Ilndlngs and
recommendations to the Governor and the 1993 Session ot the General Assembly as
provided in the procedures ot the Division of Legislative Automated Systems tor the
processing of legislative documents.



Appendix B

1990 SESSION
VIRGD'UA ACTS OF ASSEMBLY - CHAPTER 3 8 8

An Act' to amend and reenact: § 22.1-302 ot the Code 01 Virginia. 1'Y!lating to wruter:
conzraczs tor teachers.

[5 3791

Approved AP R 2 1990

Be it enacted by the General Assembly at' Virginia:
1. That § 22.1-302 at the Code at VIrginia is amended and reenacted as follows:

§ 22.1-302. Written contracts required; execunon at contracts; rules and regulations.-A
written contract, in a form prescribed. by the Board at Educat1o~ shall be made by the
school board with each teacher employed by it, except those who are temporarily
employed, before such teacher enters upon his duties. Such contract shall be signed in
dupucate, with a copy thereot furnished to both parties, A temporarily employed teacher,
as used in this secnon, s.b.al1 mean (1) one Who is employed to substitute for a contracted
teacher for a temporary period at t1me during the contracted teachers absence. or (ii) one
Who is employed to !ill a teacher vacancy tor a period at time, but for 00 longer than .
oinety tead1ing days in such vacancy during one school year. The Board at EdUcation s1lall
promulgate regulanoas regarding temporarily employed teacaers, as detinea in this section.

A separau contract in a form prescribed by the BoanJ of EduetZr:on snail be executed
by tlte school board with such employetJ who is receiving a monetary supplement ;or any
arJiletic coaching assignrnera. TJzis conn-act sJMJl be sepaTaU and apart from the consract
;or teaching.

Termination of a separate coruraat lor any athletic coaching assignment by either
party tnerezo shall nor constitute cause lor terminatio...: of the separate teaching contract
01 the coacn:

All coaching coruracss sJu:z11 require the party inUnding to terminate the coaching
contract to give reasonable notice to the other party before terminatton tltereoj shall
become effective. .
2. That this act !b.al1 become etfective on July If 1991.

President ot the Senate

Speaker ot the House ot Detegates

Approved:

Governor



Appendix C

ATHLETIC COACHING CONTRACT WITH SCHOOL PERSONNEL

AGREEMENT. between the SCHOOL BOARD OF _
(county. city, or town)

hereinafter referred to as the "School Board." and _

hereinafter referred to as the "Coach":

WITNESSETH, that the School Board and the Coach agree that the Coach
will perform the following athletic coaching assignment _

(football, basketball.

bueb8D.. tmck, or other athletic coac:h1Dg ·sstpm eJ1t1

the S~hool Board. under the supervision and direction of the
superintendent or designee. subject to the Code of Virginia and subject to
the following conditions:

_~~~_~_~_. subject to the authority of

1. The Coach shall perform such duties during the period of this
assignment as c are deemed necessary by the School Board and
the superintendent or designee for the successful and efficient
operation of the school system.

2. The Coach shall comply With all applicable laws, Virginia Board
of Education regulations. School Board policies. and regulations
of the superintendent now or hereafter in effect.

3. This Agreement may be terminated by either party with or
Without cause by providing reasonable notice in Wliting to the
other party. Such reasonable notice may be set forth in the
Special Covenants below.

4. The School Board agrees to pay the Coach $ as
.a monetary compensation for the duration of this agreement.

. payable in accordance with established payroll procedures. The
Coach agrees and acknowledges that this employment does not
qualify as service toward continuing contract eligibility, does not
constitute teaching experience, and does not create any rights of

- any type in favor of the Coach other than the compensation
referred to herein.

5. This agreement 15 for an athletic coaching assignment from __
___________ 19 19 __

(month) On- ,"hJ

commencing " 19 __
(month)



6. The said School Board shall deduct from the monetary
compensation all deductions required by law.

7. Termination of this agreement by either party shall not. in itself.
constitute cause for termination of any separate teaching
contract between the Coach and the School Board.

8. SPECIAL COVENANrS:

IN WITNESS WHEREOF. the parties hereunto have set their hands
and seal. this day of . 19__

Chairman of the School Board

Coach Clerk of the School Board



§ 51.1-101. Definitions. - As used in this chapter, unless the context
requires a different meaning:

"Abolished system:' means the Virginia Retirement Act) §§ 51-30 through
51-111, repealed by Chapter 1 of the Acts of Assembly of 1952.

"Accumulated contributions" means the sum of all amounts deducted from
the eomnensation of a member and credited to his individual account in the
members' contribution account, all amounts the member may contribute to
purchase creditable service, all member contributions contributed by the
employer on behalf of the employee, on or after July 1, 1990, and all interest
accruing to these funds. If a member is retired for disability from a cause
which is compensable under the Virginia Workers' Compensation Act
(§ 65.1-1 et seq.) or if a member dies in service prior to retirement,
"accumulated contributions" shall include all member contributions paid by
the employer on behalf of the member on and after July 1, 1980, and all
interest which would have accrued to these funds.

tfActuarial equivsleat" means a benefit of equal value when computed upon
the basis of actuarial tables adopted by the Board.

"A.versge fiD.a1 compeaseiiot:" means the average annual creditable com
pensation of a member during his thirty-six highest consecutive months of
creditable service or during the entire period of his creditable service if less
than thirty-six months. If a member ceased employment prior to July 1, 1974,
"average final compensation" means the average annual creditable compensa
tion during the five highest consecutive years of creditable service.

"Betieiicisry" means any person entitled to receive benefits under this
chapter.

"Bosrd" means the Board of Trustees of the Virginia Retirement System.
"Crediisble compeasstiotx" means the full compensation," payable annually

to an employee working the full working-time for his covered position. In
cases where compensation includes maintenance or other perquisites) the
Board shall fix the value of that part of the compensation not paid in money.
Remuneration received by members of the General Assembly pursuant to
§§ 14.1-17.1 "and 14.1-18 shall be deemed creditable compensation. In
addition, for any member of the General Assembly, creditable compensation
shall include the full amount of salaries payable to such member for working
in covered positions, regardless of whether a contractual salary is reduced and
not paid to such member because of service in the General Assembly.

"Creditable service" means prior service plus membership service for which.
credit is allowable.

nEmployeeJ'means any teacher, state employee, officer, or employee of a
locality participating in the retirement system.

'fEmployer" means the Commonwealth in the case of a state employee) the
local public school board in the case of a teacher, or the political subdivision
participating in the retirement system.

"Locsl oiiicer"means the treasurer, commissioner of the revenue, attorney
fm--the Commonwealth, clerk of a circuit court, or sheriff of any county or city,
or deputy or employee of any such officer.

"Medicsl Board" means the board of physicians as provided by this chapter.
"Member" means any person included in the membership of the retirement

sy~tem.

Appendix 0
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Appendix E

MA'UNG "OORESS:
~ST OF;ilCi !lOX J·X

R'OIMONO. VIRGINIA %n07

TELEPHONE 18(4) 786·::]8:11

VIRGINI.'\ SUPPLE1!ENT.~ RETIREl1ENT SYSTElof DIRECTIVE 80- 3

TO: Division Superint:enden'ts ef Public sc..~ool 30ards
Administra.tive Hea.ds of State Agencies and Political Subcii.visions
Personnel and Finance Officers

From time to time members of t-~e vszs xece: ve certain supplement:s to
pay viiic..:.z are not: i.:'1clf:2ded in cae.is: annual salar..; rate, or in ~1e case
o.f teach.ers, t.~eir ennue.I: teac.:".in;g con 'tract: . These pay su.ppl~ment:s

mag be for sucb i.tems ascoac.'1i..i.g., directi.J:Jg a band or ltlUSical program, etza ,
It is also possible t2:at: an e.rnployee migi2t: receive some type of bonus
wai:«..~ is over and above his sala..rg.

fihe..r]eve.r such a bonus or supplement:al pay is made, it should not be
reported for VS;lS purposes, unless 1. e is ihcluded as part of t:he cantzxeat:
salarg or in the agreed upon a..."U1ual salary rata. In tihas« excep'tions, it
should be reported for VSRS purposes.

If qou ha.ve questions rel a. tzi. ve to tm s direct:i ve, please c:::Jntact: the
VSRS Fi.eld Se~~ices Department;.

..

GDP:WGH/dsc

!J!::-~~/LA-
Gl e.'1 D. Pond
birect:or
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\-'irginia SuppitmmtaL Retiremen: S,stnn
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June 3 t 1987

Appendix F

MAIUNG AOORess:

POST OFRCf SOX J.X
RICHMONO. VIRGiNIA 23207

T'ELE?HONE (804) 786-38:3 1

Virginia Supplemental Retirement System Directive 87-3

TO: Division Suoerintendents and Finance Officers of Public
Schoo1 Boards

SUBJECT: Supplemental Pay for Special Activities

THIS DIRECTIVE SUPERCEDES VSRS DIRECTIVE 80-3 DATED MAY 14, 1980.

From time to time, VSRS members employed by public school boards
receive supplements to pay for extra duties such as coaching and
advising special activities.

The amount reported to the VSRS for any teacher regardless of their
additional duties should be the established saiary rate for the teacher
for his or her teaching position and should not include any supplemental
pay for additional activities.

Any questions concerning this should be directed to the VSRS Member
Contribution Reporting Section at 786-8i85 ext. 107, 109 or 112.

Thank you for your attent1 0 n to this most important matter.

/dL-~~'
Glen D. Pond
Director

GOP:rlp

cc: State Dept. of Education



Appendix G

2Section: _

Virginia Retirement System
BENEFITS MANUAL

Subject: PRE-EMPLOYMENT COUNSELING AND ORIENTATION

2-100 VRS PRE-EMPLOYMENT COUNSELING

Prospective employees should'know...

MANDATORY
VRS MEMBER
SHIP

Membership in VRS is mandatory as a condition of employment if
the position held is a permanent, full-time, salaried position.

MEMBER
CONTRIBUTION

5% of annual salary will be deducted pro-rata each payday except
when the employer pays the member contribution. (See Sections
5-100 and 5-110.) Contributions are not made on extr-a pay such
as:

1. Overtime pay;

2. Accumulated leave pay;

3. Payments of a temporary nature; or

INTEREST

AGE 65

4. Payments for extra duties not included in the annual
salary rate, such as supplemental pay to teachers for coaching
and advising special activities.

Contributions made by the member and those paid by the employer
for members are placed in an account in the member1s name
and accrue interest at a rate of 4% per year, compounded annually.
Interest throughout the fiscal year (July-June) is earned on
whatever sum is in a member's account on June 30 of the immediately
preceding fiscal year.

Members may elect to discontinue contributioni should they be
employed beyond age 65. In doing so, however, they earn no
further service credit and the "average final compensation" is
based on the salaries in effect when contributions were made.

NO
BORROWING

The" member may not borrow from the member contribution account.
The only acces~ that the member has to these monies is through
either termination of employment or retirement .

......~VIRCINIA
a ...~ r{r:nr~EI\.'I:N"r'

. ~~.. ~·YSTEf\l Page --!- of _3_



CALCULATIONS OF TEACHERS RETIREMENT BENEFIT WITH Appendix H
AND WITHOUT SUPPLEMENTAL PAY FOR COACHES

The following calculations are based on a member being aqe 60 with 30
years service credit. The three salaries used to calculate the
Average Pinal salary are $32.000.00; $34.000.00 and $36.000.00.

AVERAGE FINAL SALARY: $34,000.00 (not using a supplement)
Basic Benefit: $ 1,353.00

AVERAGE FINAL SALARY: $34,333.33 (using a supplement of $1,000
for one year

Basic Benefit: $ 1,366.75

AVERAGE FINAL SALARY: $34,666.67 (using a supplement of $1,000
for two years

Basic Benefit: $ 1,380.50

AVERAGE FINAL SALARY: $35,000.00 (using a supplement of $1,000
for three years

Basic Benefit: $ 1,394.25

The followinq calcu~ations are based on a member being age 60 with 30
years '~ervice credit. The three salaries used to calculate the
Average Final sala~ are $32.000.00; $34.000.00 and $36.000.00.

AVERAGE FINAL SALARY:
Basic Benefit:

AVERAGE FINAL SALARY:

Basic Benefit:

AVERAGE FINAL SALARY:

Basic Benefit:

AVERAGE FINAL SALARY:

Basic Benefit:

$34,000.00 (not using a supplement)
$ 1,353.00

$34,500.00 (using a supplement of $1,500
for one year

$ 1,373.63

$35,000.00 (using a supplement of $1,500
for two years

$ 1,394.25

$35,500.00 (using a supplement of $1,500
for three .years

$ 1,414.88

I
The followinq calculations are based on a member being aqe 60 with 30
years service credit. The three salaries used to calculate the
Average ~xnal Salary are $32,000.00; $34,000.00 and $36.000.00.

AVERAGE FINAL SALARY: $34,000.00 (not using a supplement)
Basic Benefit: $ 1,353.00

AVERAGE FINAL sALARy: $34,833.33 (using a supplement of $2,500
for one year

Basic Benefit: $ 1,387.38

AVERAGE FINAL SALARY: $35,666.67 (using a supplement of $2,500
for two years

Basic Benefit: $ 1,421.75

AVERAGE FINAL SALARY: $36,500.00 (using a supplement of $2,500
for three years

Basic Benefit: $ 1,456.13


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



