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Authorize the Mayor to sign a Letfter to Governor McDonnell asking that Amendments be
Considered to Senate Bill 497 Dealing with Contributions to the Virginia Retirement System

BACKGROUND / SUMMARY:

During the 2012 Session, the General Assembly passed legislation (Senate Bill 497) requiring
the employee to pay the five percent contribution to the Virginia Retirement System and the
locality in turn is to increase the employee’s salary by the same. This is essentially an
unfunded mandate that will result in additional costs o the Town.

ATTACHMENTS:

Letter to Governor McDonnell
Senate Bill 497

REQUESTED ACTION: O NO ACTION REQUESTED

Authorize the Mayor to sign the Letter
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The Honorable Robert McDonnell
Office of the Governor

Patrick Henry Building, Third Floor
1111 East Broad Street

Richmond, Virginia 23219

April 3,2012

Dear Governor McDonnell:

On behalf of the Town of Dumfries, I am writing to you regarding the legislation passed by the
Virginia General Assembly requiring Dumfries and other local governments in the Virginia
Retirement System to raise their employees’ salaries by five percent and then in turn require our
employees to contribute five percent into the VRS system.

We do not support this requirement and strongly voice our opposition to this new, unfunded
mandate. The Town of Dumfries saw hope in your outreach to governments in Virginia at the
beginning of this legislative session, when you asked us to present to you our list of current
unfunded mandates. We believe that the requirements of SB 497 increases, not decreases, our
burden of unfunded mandates.

Senate Bill 497 would result in a significant financial impact to the Town of Dumfries and with
no input from us and other jurisdictions that would be affected. It also arrives very late in our
budgetary process, as our budget for the 2013 fiscal year is mostly set.

This legislation was erroneously deemed cost neutral. The General Assembly overlooked the
costs that the Town of Dumfries bears each time our wages increase. Our workers compensation
rates are based on a percentage of payroll. By mandating that we increase our employees’ wages
by five percent, the General Assembly has also raised our workers compensation premium costs.

The Town’s overtime costs will also increase as our baseline salaries will be increasing by five
percent. Overtime is at one and one-half time the regular rate and we do not have the luxury of
scheduling or limiting overtime hours. Our public safety responsibilities in police and public
works require that we respond to events for as long as necessary to insure that our community
and its residents are safe.



There have been indications that your office will propose an amendment to allow the change to
be phased-in over five years. On behalf of the Town of Dumfries, we respectfully request that
you consider these additional amendments:

e Place a reenactment clause on the bill so that the entire bill can be reconsidered in the
2013 session. This would allow a more judicious approach to this complicated issue and
allow jurisdictions the opportunities to educate their legislators on the effects of this
legislation.

e Should a reenactment clause not be included as an amendment, that you submit an
amendment to make optional the requirement that employees of political subdivisions
pay the five percent member contribution in return for the five percent salary increase.
Without an overriding state purpose, the governing bodies of the political subdivisions
should be making this decision.

The Town of Dumfries stands with the Virginia Municipal League, the Virginia Association of
Counties, the Virginia Associations of School Superintendents, and the Virginia School Board
Association in respectfully requesting that you give every consideration to these changes.

Most sincerely,

Nancy West
Mayor

CC: Town Council
Town Manager
Town Attorney
Town Clerk
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2012 SESSION

ENROLLED

VIRGINIA ACTS OF ASSEMBLY — CHAPTER

An Act to amend and veenact § 51.1-144 of the Code of Virginia, relating to Virginia Retirement System
employee contributions; local employees; school board employees.

[S 497]
Approved

Be it enacted by the General Assembly of Virginia:

1. That § 51.1-144 of the Code of Virginia is amended and reenacted as follows:

§ 51.1-144. Member contributions.

A. Each member shall contribute five percent of his creditable compensation for each pay period for
which he receives compensation.

The employer shall deduct the contribution payable by the member. Every employee accepting
employment shall be deemed to consent and agree to any deductions from his compensation required by
this chapter. No deduction shall be taken from the compensation of a member after his normal
retirement date if the member elects not to contribute.

B. In determining the creditable compensation of a member in a payroll period, the Board may
consider the rate of compensation payable to the member on the date of entry or removal of his name
from the payroll as having been received throughout the month if service for the month is creditable. If
service for the month is not creditable, the Board may consider any compensation payable during the
month as not being creditable compensation.

C. The minimum compensation provided by law for any member shall be reduced by the deduction
required by this section. Except for any benefits provided by this chapter, payment of compensation
minus the deductions shall be a full and complete discharge of all claims for services rendered by the
member during the period covered by the payment.

D. No deduction shall be made from any member's compensation if the employer's contribution is in
default.

E. The Board may modify the method of collecting the contributions of members so that the
employer may retain the amounts deducted from members' salaries and have a corresponding amount
deducted from state funds otherwise payable to the employer.

F. 1. Except as provided in subdivisten subdivisions 2, 3, and 4, any employer may elect to pay an
equivalent amount in lieu of all member contributions reqmred of its employees. Such payments shall be
credited to the members' contribution account. These contributions shall not be considered wages for
purposes of Chapter 7 (§ 51.1-700 et seq.) of this #itle, nor shall they be considered to be salary for
purposes of this chapter.

2. A person who becomes a member on or after July 1, 2010, shall be required to pay member
contributions on a salary reduction basis in accordance with § 414(h) of the Internal Revenue Code in
the amount of five percent of creditable compensation if the person is (i) a member covered by the
defined benefit plan established under this chapter, (ii) a member of the State Police Officers' Retirement
System under Chapter 2 (§ 51.1-200 et seq.), (iii) a member of the Virginia Law Officers' Retirement
System under Chapter 2.1 (§ 51.1-211 et seq.), (iv) a member of the Judicial Retirement System under
Chapter 3 (§ 51.1-300 et seq.), or (v) earning the benefits permitted by § 51.1-138.
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compensation required of a persen whe becomes a member on or after July 15 2010; that is net paid by

Ne employer other than o eounty; eify; town; loeal publie schoel beard; or other loeal employer shall
be allowed te cleet to pay any ameount of the member contributions required of a person whe becomes &
member on or afler July 15 2010.

3. A person who became a member before July 1, 2010, who is an employee of a county, city, town,
or other local employer other than a local public school board shall be required to pay member
contributions on a salary reduction basis in accordance with § 414(h) of the Internal Revenue Code in
the amount of five percent of creditable compensation. No county, city, town, or other local employer
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shail be allowed to elect to pay any amount of member contributions required pursuant to this
subdivision.

4. A member who is an employee of a local public school board, regardless of whether the member
is a person who became a member on or after July 1, 2010, shall be required to pay member
contributions on a salary reduction basis in accordance with § 414(h) of the Internal Revenue Code in
the amount of five percent of creditable compensation as follows: (i) any member who commences or
recommences employment on or after July 1, 2012, shall be required to contribute five percent of his
creditable compensation upon commencing or recommencing employment and (ii) members in service on
June 30, 2012, shall be required to contribute five percent of their creditable compensation no later
than July 1, 2016. Such member described in subdivision (ii) shall contribute a minimum of an
additional one percent of his creditable compensation beginning on each July 1 of 2012, 2013, 2014,
2015, and 2016, or until the member's contribution equals five percent of creditable compensation, but
the local public school board employer may elect to require members to contribute more than an
additional one percent each year, in whole percentages. In no case shall a member be required to
contribute more than five percent of his creditable compensation for each pay period for which he
receives compensation. No local public school board employer shall be allowed to elect to pay any
amount of member contributions except to pay the difference between five percent and the employee
contribution during the phase-in period described in this subsection for a member who was in service
on June 30, 2012.

3 5. Notwithstanding any other provision of this section or other law, only those employers who
were paying member contributions as of February 1, 2010, may pay member contributions. The
provisions of this subdivision shall not apply to a county, city, town, local public school board, or other
local employer.

G. Subjeet to the provisions of subsection E. any employer whese emplovees are paying member
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Mwmmémw%mwmmmmwmﬂ%m
the commiencentont of the phased-n payments

H. Any cmployer that, by resolution of its governing body: eleets to provide sctirement coverage for
its employees in accordance with § 511130 on or after September 1; 1998; shall allow #s emplovees to
pay member contributions te the retirernent system on a swlary reduction busis i secordanee with §
414(hy of the Internal Revenue Code in lieu of paying the member coniribution on behalf of its

in accordanee with the previsions of subsection I

L The Board may develop procedures to effect the transfer of member contributions paid by

employers on or after July 1, 1980, and accrued interest on those contributions, to the member
contribution account of the member, if such contributions have been previously deposited into the
retirement allowance account of the employer.
2. That any county, city, town, local public school board, or other local employer that currently
pays member contributions to the Virginia Retirement System that the member will be responsible
for paying pursuant to the provisions of this act shall provide an increase in total creditable
compensation, effective July 1, 2012, to each affected member to offset the cost of the member
contributions. Such increase in total creditable compensation shall be equal to the difference
between five percent of an employee's total creditable compensation and the percentage of the
member contribution paid by the local member on January 1, 2012. If a local public school board
elects to phase in the member contributions pursuant to subdivision F 4 of § 51.1-144 of the Code
of Virginia, the increase in total creditable compensation may also be phased in at the same rate.



