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First Year - FY2013

Second Year - FY2014

Compensation and Benefit Adjustments (75700)
Adjustments to Employee Compensation (75701)

Adjustments to Employee Benefits (75702)
Fund Sources:

General

$76,354,352
-$10,533,020

$86,887,372

$76,354,352

$90,166,016
-$10,533,020

$100,699,036

$90,166,016

Authority: Discretionary Inclusion.

A. Transfers to or from this Item may be made to decrease or supplement general fund appropriations to state
agencies for:

1. Adjustments to base rates of pay;

2. Adjustments to rates of pay for budgeted overtime of salaried employees;

3. Salary changes for positions with salaries listed elsewhere in this act;

4. Salary changes for locally elected constitutional officers and their employees;

5. Employer costs of employee benefit programs when required by salary-based pay adjustments;

6. Salary changes for local employees supported by the Commonwealth, other than those funded through
appropriations to the Department of Education; and

7. Adjustments to the cost of employee benefits to include but not limited to health insurance premiums and
retirement and related contribution rates.

B. Transfers from this Item may be made when appropriations to the state agencies concerned are insufficient for
the purposes stated in paragraph A of this Item, as determined by the Department of Planning and Budget, and
subject to guidelines prescribed by the department. Further, the Department of Planning and Budget may transfer
appropriations within this Item from the second year of the biennium to the first year, when necessary to
accomplish the purposes stated in paragraph A of this Item.

C. Except as provided for elsewhere in this Item, agencies supported in whole or in part by nongeneral fund
sources, shall pay the proportionate share of changes in salaries and benefits as required by this Item, subject to
the rules and regulations prescribed by the appointing or governing authority of such agencies. Nongeneral fund
revenues and balances required for this purpose are hereby appropriated.



D. The Governor is hereby authorized to transfer funds from agency appropriations to the accounts of participating
state employees in such amounts as may be necessary to match the contributions of the qualified participating
employees, consistent with the requirements of the Code of Virginia governing the deferred compensation cash
match program. Such transfers shall be made consistent with the following:

1. The maximum cash match provided to eligible employees shall not be less than $20.00 per pay period, or $40.00
per month, in each year of the biennium. The Governor may direct the agencies of the Commonwealth to utilize
funds contained within their existing appropriations to meet these requirements.

2. The Governor may direct agencies supported in whole or in part with nongeneral funds to utilize existing agency
appropriations to meet these requirements. Such nongeneral revenues and balances are hereby appropriated for
this purpose, subject to the provisions of § 4-2.01 b of this act. The use of such nongeneral funds shall be
consistent with any existing conditions and restrictions otherwise placed upon such nongeneral funds.

3. Employees who are otherwise eligible but whose 403 (b) provider does not participate in the cash match program
by establishing a 401 (a) account are ineligible to receive a cash match.

4. The procurement of services related to the implementation of this program shall be governed by standards set
forth in § 51.1-124.30 C, Code of Virginia, and shall not be subject to the provisions of Chapter 7 (§ 11-35 et seq.),
Title 11, Code of Virginia.

E. The Secretary of Administration, in conjunction with the Secretary of Finance, may establish a program that
allows for the sharing of cost savings from improved productivity, efficiency, and performance with agencies and
employees. Such gain sharing programs require a management philosophy of open communication encouraging
employee participation; a system which seeks, evaluates and implements employee input on increasing
productivity; and a formula for measuring productivity gains and sharing these gains between employees and the
agency. The Department of Human Resource Management, in conjunction with the Department of Planning and
Budget, shall develop specific gain sharing program guidelines for use by agencies. The Department of Human
Resource Management shall provide to the Governor, the Chairmen of the House Appropriations and Senate
Finance Committees an annual report no later than October 1 of each year detailing identified savings and their
usage.

F.1. Out of the appropriation for this [tem, amounts estimated at $44,172,400 the first year and $56,126,860 the
second year from the general fund shall be transferred to state agencies and institutions of higher education to
support the general fund portion of costs associated with changes in the employer's share of premiums paid for the
Commonwealth's health benefit plans.

2. Out of the amounts included in subparagraph 1, $526,849 the first year and $526,849 the second year from the
general fund shall be transferred to the University of Virginia to cover the state share of the increases in employer
premiums for state employees participating in the University of Virginia's health care plan.

3. Notwithstanding any contrary provision of law, the health benefit plans for state employees resulting from the
additional funding in this Item shall allow for a portion of employee medical premiums to be charged to
employees.

4. The Department of Human Resource Management shall explore options within the health insurance plan for
state employees to promote value-based health choices aimed at creating greater employee satisfaction with lower
overall health care costs. It is the General Assembly's intent that any savings associated with this employee health
care initiative be retained and used towards funding state employee salary or fringe benefit cost increases.

5. Notwithstanding any other provision of law, it shall be the sole responsibility and authority of the Department of
Human Resource Management to establish and enforce employer contribution rates for any health insurance plan
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established pursuant to § 2.2-2818, Code of Virginia.

G.1. Contribution rates paid to the Virginia Retirement System for the retirement benefits of public school
teachers, state employees, state police officers, state judges, and state law enforcement officers eligible for the
Virginia Law Officers Retirement System shall be based on a valuation of retirement assets and liabilities that
assume an investment return of eight percent and an amortization period of 30 years.

2. Retirement contribution rates for the first year and the second year, excluding the five percent employee
portion, shall be: 11.66 percent for public school teachers, 8.76 percent for state employees, 24.74 percent for state
police officers, 14.80 percent for the Virginia Law Officers Retirement System, and 45.44 percent for the Judicial
Retirement System. These rates include both the regular contribution rate and the rate calculated by the Virginia
Retirement System actuary for the 10-year payback of the retirement contribution payments deferred for the 2010-
12 biennium.

3. Payments to the Virginia Retirement System shall be made no later than the tenth day following the close of
each month of the fiscal year.

4. Out of the general fund appropriation for this Item is included $42,161,373 the first year and $43,994,437 the
second year to support the general fund portion of the net costs resulting from changes in employer contributions
for state employee retirement as provided for in this paragraph.

5. The funding necessary to support the cost of reimbursements to Constitutional Officers for retirement
contributions are appropriated elsewhere in this act under the Compensation Board.

6. The funding necessary to support the cost of the employer retirement contribution rate for public school
teachers is appropriated elsewhere in this act under Direct Aid to Public Education.

H. The Virginia Retirement System Board of Trustees shall account for the employer retirement contribution
payments deferred for the 2010-2012 biennium based on limiting employer retirement contributions to the
Virginia Retirement System to the actuarial normal cost. In setting the employer retirement contribution rates for
subsequent biennia, the board shall calculate a separate, supplemental employer contribution rate that will
amortize such deferred payments over a period of ten years using the board's assumed long-term rate of return.
The Governor shall include funds to support payment of such board-approved, supplemental employer
contribution rates in the budget submitted to the General Assembly.

I.1. Contribution rates paid to the Virginia Retirement System for other employee benefits to include the public
employee group life insurance program, the Virginia Sickness and Disability Program, the state employee retiree
health insurance credit, and the public school teacher retiree health insurance credit, shall be based on a valuation
of assets and liabilities that assume an investment return of eight percent and an amortization period of 30 years.

2. Contribution rates paid on behalf of public employees for other programs administered by the Virginia
Retirement System in the first year and the second year shall be: 1.19 percent for the state employee group life
insurance program, 0.48 percent for the employer share of the public school teacher group life insurance program,
0.47 percent for the Virginia Sickness and Disability Program, 1.00 percent for the state employee retiree health
insurance credit, and 1.11 percent for the public school teacher retiree health insurance credit.

3. The funding necessary to support the cost of reimbursements to Constitutional Officers for public employee
group life insurance contributions is appropriated elsewhere in this act under the Compensation Board.

4. The funding necessary to support the cost of the employer public school teacher group life insurance and retiree
health insurance credit rates is appropriated elsewhere in this act under Direct Aid to Public Education.
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J. Notwithstanding the provisions of § 2.2-3205(A), Code of Virginia, the terminating agency shall not be required
to pay the Virginia Retirement System the costs of enhanced retirement benefits provided for in § 2.2-3204(A),
Code of Virginia. Instead, the entire cost of such benefits for involuntarily separated employees shall be factored
into the employer contribution rates paid to the Virginia Retirement System.

K. The election of a local Virginia Retirement System employer to pay, for any employee who was a Virginia
Retirement System member on or before June 30, 2010, an equivalent amount in lieu of all member contributions
under the provisions of § 51.1-144F is irrevocable. The provisions of this paragraph are declaratory of existing
public policy and law.

L. The purpose of this paragraph is to provide a transitional severance benefit, under the conditions specified, to
eligible city, county, school division or other political subdivision employees who are involuntarily separated from
employment with their employer.

1.a. "Involuntary separation” includes, but is not limited to, terminations and layoffs from employment with the
employer, or being placed on leave without pay-layoff or equivalent status, due to budget reductions, employer
reorganizations, workforce downsizings, or other causes not related to the job performance or misconduct of the
employee, but shall not include voluntary resignations. As used in this paragraph, a "terminated employee" shall
mean an employee who is involuntarily separated from employment with his employer.

b. The governing authority of a city, county, school division or other political subdivision electing to cover its
employees under the provisions of this paragraph shall adopt a resolution, as prescribed by the Board of Trustees of
the Virginia Retirement System, to that effect. An election by a school division shall be evidenced by a resolution
approved by the Board of such school division and its local governing authority.

2.a. Any (i) “eligible employee” as defined in § 51.1-132, (ii) “teacher” as defined in § 51.1-124.3, and (iii) any
“local officer” as defined in § 51.1.124.3 except for the treasurer, commissioner of the revenue, attorney for the
Commonwealth, clerk of a circuit court, or sheriff of any county or city, and (a) for whom reemployment with his
employer is not possible because there is no available position for which the employee is qualified or the position
offered to the employee requires relocation or a reduction in salary and (b) whose involuntary separation was due
to causes other than job performance or misconduct, shall be eligible, under the conditions specified, for the
transitional severance benefit conferred by this paragraph. The date of involuntary separation shall mean the date
an employee was terminated from employment or placed on leave without pay-layoff or equivalent status.

b. Eligibility shall commence on the date of involuntary separation.

3.a. On his date of involuntary separation, an eligible employee with (i) two years' service or less to the employer
shall be entitled to receive a transitional severance benefit equivalent to four weeks of salary; (ii) three years
through and including nine years of consecutive service to the employer shall be entitled to receive a transitional
severance benefit equivalent to four weeks of salary plus one additional week of salary for every year of service over
two years; (iii) ten years through and including fourteen years of consecutive service to the employer shall be
entitled to receive a transitional severance benefit equivalent to twelve weeks of salary plus two additional weeks
of salary for every year of service over nine years; or (iv) fifteen years or more of consecutive service to the
employer shall be entitled to receive a transitional severance benefit equivalent to two weeks of salary for every
year of service, not to exceed thirty-six weeks of salary.

b. Transitional severance benefits shall be computed by the terminating employer's payroll department. Partial
years of service shall be rounded up to the next highest year of service.

c. Transitional severance benefits shall be paid by the employer in the same manner as normal salary. In
accordance with § 60.2-229, transitional severance benefits shall be allocated to the date of involuntary separation.
The right of any employee who receives a transitional severance benefit to also receive unemployment
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compensation pursuant to § 60.2-100 et seq. shall not be denied, abridged, or modified in any way due to receipt of
the transitional severance benefit; however, any employee who is entitled to unemployment compensation shall
have his transitional severance benefit reduced by the amount of such unemployment compensation. Any offset to
a terminated employee's transitional severance benefit due to reductions for unemployment compensation shall be
paid in one lump sum at the time the last transitional severance benefit payment is made.

d. For twelve months after the employee's date of involuntary separation, the employee shall continue to be
covered under the (i) health insurance plan administered by the employer for its employees, if he participated in
such plan prior to his date of involuntary separation, and (ii) group life insurance plan administered by the Virginia
Retirement System pursuant to Chapter 5 (§ 51.1-500 et seq.) of Title 51.1, or such other group life insurance plan
as may be administered by the employer. During such twelve months, the terminating employer shall continue to
pay its share of the terminated employee's premiums. Upon expiration of such twelve month period, the
terminated employee shall be eligible to purchase continuing health insurance coverage under COBRA.

e. Transitional severance benefit payments shall cease if a terminated employee is reemployed or hired in an
individual capacity as an independent contractor or consultant by the employer during the time he is receiving
such payments.

f. All transitional severance benefits payable pursuant to this section shall be subject to applicable federal laws and
regulations.

4.a. In lieu of the transitional severance benefit provided in subparagraph 3 of this paragraph, any otherwise
eligible employee who, on the date of involuntary separation, is also (i) a vested member of the Virginia Retirement
System, including a member eligible for the benefits described in subsection B of § 51.1-138, and (ii) at least fifty
years of age, may elect to have the employer purchase on his behalf years to be credited to either his age or
creditable service or a combination of age and creditable service, except that any years of credit purchased on
behalf of a member of the Virginia Retirement System, including a member eligible for the benefits described in
subsection B of § 51.1-138, who is eligible for unreduced retirement shall be added to his creditable service and not
his age. The cost of each year of age or creditable service purchased by the employer shall be equal to fifteen
percent of the employee's present annual compensation. The number of years of age or creditable service to be
purchased by the employer shall be equal to the quotient obtained by dividing (i) the cash value of the benefits to
which the employee would be entitled under subparagraphs 3.a. and 3.d. of this paragraph by (ii) the cost of each
year of age or creditable service. Partial years shall be rounded up to the next highest year. Deferred retirement
under the provisions of subsection C of §§ 51.1-153 and 51.1-205, and disability retirement under the provisions of
§ 51.1-156 et seq., shall not be available under this paragraph.

b. In lieu of the (i) transitional severance benefit provided in subparagraph 3 of this paragraph and (ii) the
retirement program provided in this subsection, any employee who is otherwise eligible may take immediate
retirement pursuant to §8 51.1-155.1 or 51.1-155.2.

c. The retirement allowance for any employee electing to retire under this paragraph who, by adding years to his
age, is between ages fifty-five and sixty-five, shall be reduced on the actuarial basis provided in subdivision A. 2. of
§51.1-155.

d. The retirement program provided in this subparagraph shall be otherwise governed by policies and procedures
developed by the Virginia Retirement System.

e. Costs associated with the provisions of this subparagraph shall be factored into the employer contribution rates
paid to the Virginia Retirement System.

M. The Director, Department of Planning and Budget, shall withhold and transfer to this item, amounts estimated
at $10,533,020 the first year and $10,533,020 the second year from the general fund and various nongeneral fund
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appropriations of state agencies representing savings associated with the freeze on new hires in Executive
Department agencies. The Secretary of Finance shall establish the procedures to be used in determining the
amounts to be reverted from impacted agencies.

N.1.All classified employees of the Executive branch and other full-time employees of the Commonwealth, except
elected officials, who were employed on April 1, 2012 and remain employed until at least November 24, 2012, shall
receive a one-time bonus payment equal to three percent of base pay on December 1, 2012, contingent upon the
following:

2.a. Employees in the Executive Department subject to the Virginia Personnel Act shall receive the bonus payment
authorized in this paragraph only if they have attained an equivalent rating of at least "Meets Expectations" on
their performance evaluation and have no active written notices under the Standards of Conduct for the preceding
review period.

b. Employees in the Judicial and Legislative Departments, employees of Independent agencies, and employees of
the Executive Department not subject to the Virginia Personnel Act shall receive the bonus payment authorized in
this paragraph only if they are performing at levels at least comparable to the eligible employees as set out in
subparagraph 2.a. of this paragraph as determined by the appropriate appointing or governing authority.

3. The FY 2012 year-end discretionary unspent general fund appropriations must in total meet or exceed twice the
general fund cost of a three percent bonus for the impacted state employees.

4. The general fund share of such bonus payments for employees included in subparagraphs 2.a. and 2.b. above
shall be payable out of any discretionary unspent general fund appropriations available at the end of FY 2012 for
each agency. Such balances shall include any savings generated in conjunction with a gain-sharing program related
to the consolidation of electronic equipment service agreements or extended service contracts as authorized in
paragraph E of Item 468. Funding for any such bonus payments for an agency shall be limited to any such available
discretionary unspent general fund appropriations.

5. Each Cabinet Secretary shall develop targets for each agency within its Secretariat in order to achieve the savings
necessary to pay the one-time bonuses. Each Secretary is authorized to adjust the targets for any agency within its
Secretariat to account for any unique circumstances. However, the Secretariat's target in total must be sufficient to
cover the bonus payments for all agencies within the Secretariat. Each Secretary shall present the targets in writing
to the Governor.

6. Agencies supported in whole or in part by nongeneral fund sources shall pay the proportionate share of the
bonus for all eligible employees who are paid from such nongeneral fund sources. Each Cabinet Secretary shall
develop targets for their agencies in order to achieve the required nongeneral fund savings necessary to implement
the bonus.

7. If an agency's available discretionary unspent general fund or nongeneral fund appropriations are insufficient to
meet its target to provide for the three percent bonus, the one-time bonus payment shall be prorated based on the
actual discretionary unspent appropriations for such agency.

8. For purposes of paying the general fund share of the December 1, 2012, one-time bonus, the State Comptroller
shall reserve an amount on the balance sheet for the general fund attributable to one-half of discretionary general
fund balances remaining at the end of FY 2012 up to the equivalent of the general fund cost of a three percent
bonus for the state employees authorized in this paragraph.

9. The Director of the Department of Planning and Budget shall administratively increase nongeneral fund
appropriations as required to implement the one-time bonus payment.
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