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Budget
Countdown: Will 2010 session end Saturday?
Budget talks center on use of fees, education funding  


Almost all of the bills introduced in the 2010 session have run their course.  Judges have been nominated, interviewed and elected.  Both are telltale signs that the session is drawing to a close.   


So, what’s the hang-up?  It’s a two-word answer: “state budget.”  Budget conferees remain stuck on the two marquee issues of fees and public education funding.  The Senate budget relies on fees to fund public safety, health and environmental programs.  The extra cash means the Senate did not have to cut so deeply in other programs to prop up spending in these areas.  The House regards fees as taxes, and purged them from the introduced budget and their amendment package.  


As for public education, the House cuts more than the amounts proposed by former Gov. Tim Kaine in the introduced budget or endorsed by the Senate in its amendment package.  Reducing state support for education helped provide the House with the resources needed to eliminate employee furloughs and pay for Gov. Bob McDonnell’s economic development agenda.


Of course there are a host of other issues in contention, including state support for local police departments, across-the-board “flexible” cuts to be imposed on cities and counties, and state raids on the Communications Sales and Use Tax Trust Fund.  However, these issues are stuck behind the fees and school funding issues.  The conferees will not seriously consider these issues until the big ones are resolved.


It will take a lot of hard work and compromise to finish the session sometime on Saturday.  According to the Richmond Times Dispatch, Sen. Edd Houck, a Senate conferee, is preparing for “an all-nighter” tonight to get the job done.  Gov. Bob McDonnell visited with conferees and with Republican and Democratic caucuses this morning to urge them to finish. He also used the visits to lobby for his economic development package and to set aside a budget reserve in case the economy sputters yet again.


If the budget conference drags out beyond Saturday, VML members should take advantage of the opportunity to continue lobbying their delegation and the budget conferees on school funding, ‘599’ assistance to local law enforcement, and the integrity of the Communications Sales and Use Tax Trust Fund.
Education
Funding update: House backs off local paybacks


The House is apparently backing off its proposal to use a convoluted sleight of hand to fund teacher retirement rates, according to an article published Wednesday in the Richmond Times-Dispatch.


House Appropriations Committee Staff Director Robert P. Vaughn told the newspaper that the process, which would have required local governments to write checks to the state, would likely not be necessary.


To meet the federal maintenance of effort requirements, the House budget concocts a scenario in which the state would fund on paper an 11.50 percent contribution rate for teacher retirement and health care credits.  The Virginia Retirement System, however, would charge schools only a 4.24 percent rate.  

The House budget designates the difference in state funding between the 11.50 percent and the 4.24 percent as an “additional state payment” to meet the Standards of Quality.   

The budget, however, also designates that same amount as a credit to the local share of the costs of the Standard of Quality. 

Local governments would then be required to remit that credit to the State Comptroller on a quarterly basis.  If they did not, the state would withhold other portions of state aid for education.  
The proposal has caused much consternation and confusion among local government and school officials. 
Across the state

School boards across the state are moving ahead with adoption of their budgets, despite the uncertainty connected with the level of state funding that will be available.  Here has just a handful to examples:


● The Norfolk School Board held a public hearing on a budget that included the elimination of 410 jobs, including 135 teaching positions; elimination of tuition reimbursement; class size increases, and a 12.5 percent increase in health insurance cost.


● The Henrico County School Board, for example, adopted a budget on March 11 that eliminates 120 positions, raises class size by 0.75 students, delays replacement of textbooks and school buses, and reduces stipend and substitute pay.  

● Roanoke city school superintendent is looking at reductions in pay, shortening the school calendar, and closing schools.  The school board has directed the school board attorney to investigate the possibility of a lawsuit against the state.


● The Salem city school superintendent has aired the options of personnel cuts by attrition, salary reductions, dipping into federal stimulus accounts, and reductions to utility, supply and textbook budgets. 


● Hopewell schools are looking at larger class sizes, possible salary reductions, elimination of positions, and the elimination of field trips.


Retirement/Benefits
Agreement reached on retirement overhaul


The House and Senate finally reached agreement on the restructuring of retirement benefits for state and local employees hired after July 1, 2010.    

Here is an overview of the provisions included in HB 1189 (Putney) and SB 232 (Watkins):

● Requires state employees hired after July 1, 2010, to contribute 5 percent of creditable compensation to retirement, and gives local employers (local governments, school boards and political subdivisions) the authority to require employees hired after July 1, 2010 to pay from 1 to 5 percent of their credible compensation. (Currently most employers pay the 5 percent employee share on behalf of their employees.)

● Pegs the normal retirement date for employees hired after July 1, 2010, to the date for retirement under Social Security (either 66 or 67 years).  Currently, the normal retirement date is 65.

● Allows employees hired after July 1, 2010, to have early, unreduced retirement after the sum of the employee’s age and years of service equals 90.  Currently, the age/service eligibility is 50/30.  This change does not apply to public safety employees receiving Law Enforcement Officer Retirement System benefits.

● Establishes “average final compensation’ (AFC) for employees hired after July 1, 2010 as the average annual creditable compensation during the 60 highest consecutive months of service. (Currently AFC is computed on the 36 highest consecutive months.)

● Allows employees hired after July 1, 2010 to purchase service at the “normal” retirement rate during the first year of service, and at the actuarial rate after that.  The VRS Board of Trustees will set the “normal” rate. The window for current employees is three years.

● Caps the cost of living increases for employees hired after July 1, 2010, at a maximum of 6 percent (recognizes the first two percent of inflation plus one-half of the next 8 percent). The current COLA recognizes the first three percent, plus one-half of each of the next 4 percent (5 percent cap). The change in the COLA moderates COLA increases in periods of low to moderate inflation, but allows for greater increases in periods of higher inflation.

● Keeps the benefit multiplier at 1.70 percent for employees hired after July 1, 2010 (this is the current benefit multiplier).

SB 232 originally dealt only with the age of retirement, but was modified during the session to cover the overhaul of retirement benefits.
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