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Complete this form to authorize a pre-tax purchase of service credit through salary reduction. To determine if you may
make a pre-tax purchase, check with your current employer to be sure your employer elected to provide this type of
purchase. (Your employer should contact their VRS employer representative if they have questions about the types of
agreements they have elected.)

Submit this form with your cost letter to your employer, who must have this agreement on file. If you change employers
during the term of this contract, you must complete a new VRS-26E with your new employer. Note: Please do not submit
this form to VRS.

Reminder: Your cost may change if you change employers or as you purchase different types of service which must be
purchased at different rates.

1. Name (First, Middle Initial, Last) 2. Social Security Number

3. Address  (Street, City, State and Zip+4)

4. Salary Reduction Election

I have reviewed my VRS cost letter for the purchase of service credit. Under VRS policies and procedures, this service may
be purchased through tax-deferred salary reduction. | understand the cost may change during the contract period if my
salary changes. | authorize my employer to reduce my future salary according to the following terms:

A) Total number of months eligible for purchase:

B) Months to be purchased and rate under this agreement: months at a rate of %

C) Date to begin salary reduction: / /
(mm) (dd) (yyyy)

D) Number of months during which salary reductions will be taken:

5. Member Authorization
| understand and agree to the following terms:

1) This agreement is binding and irrevocable, except in the event of an unforeseeable emergency as outlined on the
back of this form. If such an emergency revocation is permitted, | may not enter into a new agreement for salary
reduction during my employment; nor may | receive the amounts contributed. The amounts will be contributed
directly by my employer to VRS for credit to my membership account.

2) | cannot purchase the service credit described in box 4 through lump-sum payment during the term of the tax-
deferred agreement for salary reduction.

3) If I terminate employment or retire prior to completing the terms of this agreement, | cannot purchase the months of
service remaining in this contract in a lump-sum payment except under certain circumstances upon returning to work in a
covered position.

4) This contract ends upon completion of the purchase of the number of months of service credit elected in 4B above. To
continue to purchase at the approved cost, | understand | must complete and submit a new VRS-26E before this
contract ends.

5) lunderstand the cost to purchase this service may change if | change employer during the contract period and | must
complete and submit a new VRS-26E.

6) | have read and understand the information on the back of this form and have been provided information needed to
make this decision.

Member Signature Daytime Phone Number Date
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Important Information About Tax-Deferred Salary Reduction
to Purchase Service Credit

A private letter ruling from the Internal Revenue Service (IRS) provides for VRS members to purchase prior service
credit on a tax-deferred basis through salary reduction provided the employer has adopted the required resolution.
You must purchase the service through salary reduction and sign an irrevocable Agreement for Salary Reduction to
Purchase Service Credit (VRS-26E) providing the terms of the purchase before reductions begin. Based on the IRS
ruling, the agreement is a binding contract and can only be broken due to an unforeseeable emergency, which is
defined in Internal Revenue Code Section 457 and Treasury Regulation 1.457-6(c)(2)(i) as a severe financial
hardship of the participant or beneficiary resulting from an iliness or accident of the participant or beneficiary, the
participant's or beneficiary's spouse, or the participant's or beneficiary's dependent (as defined in section 152(a));
loss of the participant's or beneficiary's property due to casualty (including the need to rebuild a home following
damage to a home not otherwise covered by homeowner's insurance, e.g., as a result of a natural disaster); or other
similar extraordinary and unforeseeable circumstances arising as a result of events beyond the control of the
participant or the beneficiary. If you elect this method for the purchase of prior service credit and later
terminate employment or retire before completing the agreement, you cannot purchase the remaining
months of prior service credit in this agreement through a lump sum payment except under certain
circumstances upon returning to work in a covered position.

What is the advantage to purchasing prior service credit on a tax-deferred basis?

Purchasing prior service credit on a tax-deferred basis reduces the amount of your taxable income that is subject to
income taxes. Because the amount of your salary reduction to purchase prior service credit is treated as an
employer contribution for purposes of determining federal and state income tax withholding, it is subtracted from
your taxable income before federal and state income taxes are applied. This allows you to achieve current-year tax
savings while accumulating service credit towards retirement.

How do | purchase service on a tax-deferred basis?

If your employer has authorized your eligibility to purchase service and provides the tax-deferred option to purchase
service, you must read and sign this binding, irrevocable Agreement for Salary Reduction (VRS-26E). This
document serves as a contract between you and VRS. You provide the number of months you wish to purchase on
a tax-deferred basis through salary reduction on the agreement. If you cannot fulfill the terms of this contract, you
cannot purchase the remaining months in a lump-sum payment unless a financial hardship is documented.

Am | required to purchase all eligible service?

You may contract for less than the full amount of the eligible service credit. After completing that contract, you can
execute a new contract for an additional portion of service credit. VRS strongly suggests you take into consideration
the possibilities of an early retirement or changes in employment status before providing the number of months to be
purchased on a tax-deferred basis. For example, you may be eligible to purchase 36 months of service but want to
retire a year from now. In this case, you could purchase 12 months on a tax-deferred basis and pay for the
remaining months by lump-sum purchase. For Plan 2 Members: If the rate for purchasing the service varies based
on the type of service you are purchasing, a new contract is required each time the rate changes.

Are there other potential tax implications to a tax-deferred purchase?

Various sections of the Internal Revenue Code place limits on the amount of contributions an employee may make
to a deferred compensation plan under IRC Section 457, a tax-sheltered or tax-deferred annuity plan under IRC
Section 403(b), or other tax-sheltered plans. Although, the contribution used to purchase service on a tax-deferred
basis is not counted as this type of contribution, limitations for these plans are also based on your taxable income.
Purchasing prior service credit on a tax-deferred basis reduces your taxable income, so the maximum amount you
could contribute to other tax-sheltered plans could be reduced. VRS recommends you check with your financial
advisor before initiating a tax-deferred purchase of prior service credit.

VRS-26E (Rev. 07/16)



	RESET: 
	Name: 
	SSN: 
	Address: 
	Eligible Months: 
	Purchase Mos: 
	Rate: 
	Month: 
	Day: 
	Year: 
	NoMos: 
	Phone: 
	Date: 


