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· PROPOSALS TO IMPROVE· THE STATE'S

RETIREMENT SYSTEMS 

REPORT OF 

THE VIRGINIA .ADVISORY LEGISLATIVE COUNCIL 

Richmond, Virginia 
December 29, 1969 

To: HONORABLE MILLS E. Gonwrn, JR., Governor of Virginia 

and 

THE GENERAL AssEMBLY OF VIRGINIA 

I. INTRODUCTION

. Since the establishment of the Virginia Supplemental Retirement System 
(VSRS) and the Virginia  State Police Officers Retir ement Sys tem 
(VSPORS), these Systems have �een reviewed from time to time by the Vir
ginia Advisory Legislative Council to see if improvement could be made. Past 
Council surveys have resulted in amendments intended to make both retire
ment programs more responsive to the needs of the members and beneficiaries 
and generally to provide larger, more extensive benefits. 

At the 1968 Regular Session of the General Assembly, over twenty meas
ures to amend the provisions governing these Systems were introduced but 
not enacted. The decision to postpone action·on these measures was predicated 
on a general understanding which developed during the Session that major 
revisions in the VSRS and VSPORS should be thoroughly studied and ex
amined to determine their comparative benefits to the members and benefi
ciaries of the Systems arid their cost to the ,State. Senate Joint Resolution No. 
63, which was agreed to by the Senate in 1968, stated that thorough study of 
the cost and actuarial factors involved in major revisions in the Systems 
should precede enactment of any revisions and called for a careful examination 
of the Systems and measures introduced during the Session affecting the Sys
tems. Governor Godwin referred this Resolution and study: to the Council 
in April 1968 following the Session since the House had failed to adopt the 
Resolution. A separate Senate Joint Resolution No. 38, which requested the 
Council to study the feasibility of providing retirement coverage to personnel 
of the State's institutions of higher education through the Teachers Insurance 
and Annuity Association and College Retirement Equities Fund (TIAA
CREF), was also introduced and failed of adoption .. The Governor referred 
this study to the Council as a part of the basic study called for by Senate 
Resolution No. 63. The full text of the Governor's letters and the Resolutions 
appears in Appendix I. 

(We note that the Council has also prepared a report issued separately 
concerning a new Judicial Retirement System and has thus examined all of the 
State's retirement programs during the interim with a view to achieving a 
£air balance and practical uniformity among them.) 

Pursuant to these directives, the Council initiated a major study of the 
basic State Systems. The firm of Bowles, Andrews & Towne, Inc., actuaries 
and management consultants, which serves as the actuaries to the VSRS and 
the VSPORS, was directed to evaluate the impact of most of the changes pro
posed by legislation introduced but not adopted in the 1968 Regular Session, 
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the suggested changes presented to the Council by letter and at an informative 
and lengthy public hearing held in the Capitol December 6, 1968, and several 
proposals suggested by Charles H. Smith, Director of the .Systems. The actu
aries reviewed these numerous · items to determine the effect their adoption 
would have on the actuarial soundness of the Systems, in terms of costs in
volved and with regard to the impact on current participants and beneficiaries. 

The Council has carefully reviewed the reports and analyses of the actu
aries and the comparative merits of the proposals and now submits the follow
ing Report and recommendations : 

II. RECOMMENDATIONS AND FINDINGS

A. Fwniling Concepts and Provisions for the Systems

(1) Recommendation: That the funding method under which the em
ployer contribution rates are determined be changed so as to fund
outstanding accrued liability over a period of 40 years rather than
over a period of somewhat less than 20 years as at present.

(2) Recommendation: That, in the event the Board of Trustees can find
it prudent to do so, the rate of the State's contribution to fund the
Systems should be calculated with a higher assumed net investment
yield of 431;?% rather than the 3Yz% yield presently assumed.

(3) Rec01nmendation: That the beneficial effects of the changes recom..:
mended in (1) and (2) above be utilized to offset the costs of liberali
zations in benefits recommended below in this Report.

(4) Recommendation: That the present members' contribution rate,
which is 5Yz% of annual compensation in excess of $1,200, be main-'
tained without change even though past revisions in the Systems to
increase benefits have been accompanied by corresponding increases
in members' contribution rates.

From the very outset of this study, the Council has been concerned, and 
conscious of the General Assembly's concern, with the increasing cost of the 
overall State retirement program. The Appropriation Act for the 1968-70 
biennium committed $132.7 million of State funds to pay for the retirement, 
group life insurance and social security programs. The request of the Board 
of the VSRS for the 1970-72 biennium is $183.3 million to meet these .State 
commitments. This tremendous increase in cost is attributable to many fac
tors-increases in social security costs, an expanding State employee and public 
school teacher force and increasing salary scales-factors which are generally 
beyond the control of the General Assembly as it must take cognizance of in
flation and the demand for additional State and teaching services when it acts 
on these programs. Even before we could approach the question of improving 
the benefits and coverage of the VSRS and VSPORS, we had to recognize the 
inevitable impact of these other factors which influence the cost of these 
programs. 

We began the study, therefore, with the hope that needed reforms in these 
programs could be accomplished without further increases in their current 
costs and in the 1970-72 budget request. Thus we felt that our study had to be 
a comprehensive examination of the Systems in their entirety and "include the 
funding concepts behind them and that we could not simply look at the merits 
of each proposal by itself to determine whether it may be desirable. One o:f 
the first primary questions which we asked the actuaries to examine was 
whether the present funding concepts are realistic today and might be im
proved. Our first three recommendations are the result of their response to 

2 



this inquiry and our careful review of the funding concepts on which the 
VSRS and VSPORS are based. 

Basically, these three recommendations call for what we believe to be a 
proper and sound reform in the funding provisions to place them on a more. 
current and realistic basis. We believe that the .State should revise the bases 
upon which it calculates the amounts it will contribute each year to the trust 
funds for our Systems so that it will be contributing only what is absolutely 
necessary to keep the funds actuarially sound and needed to meet the State's 
obligations to participants and beneficiaries. The revisions we propose mean 
that the State will be able to pay no more at present into the funds for the 
purpose of assuring that future benefits will be paid since we can today reason
ably assume that our Systems and the trust funds backing them will be of long 
duration and that the funds will earn more interest, in light of past experience. 

The impact which these reforms will have on current State cost will com
pensate for the increase in current cost attributable to the changes in benefits 
which we believe are needed now and are recommending below in this Report. 
"\Ve recommend that these funding reforms be used solely for the purpose of 
providing necessary improvements in the Systems and are, therefore, support
ing the budget request of the Board of Trustees for the 1970-72 biennium as 
it stands. 

We can best explain these recommendations by first describing present 
funding concepts. Our Systems are backed by trust funds which consist of 
three basic parts: (1) employee contributions; (2) State contributions which 
when added to the employee contributions will provide enough to pay retire
ment benefits to those employees when they retire in the future ( these State 
contributions are based on the assumption that interest will be earned on these 
funds between now and the time the employees retire); and (3) additional 
State contributions to pay for items or obligations incurred by the State be
cause of unusual circumstances (such as an increase in benefits) or incurred 
when the Systems w·ere established, so that the cost of such circumstances can
not be calculated when the State makes its regular annual contribution. For 
example, if the Systems were established for one employee only and he were 
hired in 1960 with the understanding that he would be paid a retirement 
benefit, he might pay $10 each year under item (1) above and the State pay 
$10 each year under item (2) above so that by 1990 the trust fund will con
tain $600 plus accumulated interest which would be enough to pay his benefits, 
hypothetically si)eaking. But if the State in 1980 says we will pay you greater 
benefits because of inflation, it will be necessary for the State to start putting 
in an extra payment in 1980 under item (3) above to make up for the fact that 
it was not contributing enough between 1960 and 1980 to pay for those extra 
benefits come 1990. 

Our first recommendation concerns this item (3) contribution which can 
be technically described as the State's contribution for "unfunded accrued 
liability." This liability or debt is what the State has to pay into or owes to 
the .trust funds to cover such unusual obligations as those incurred when the 
Systems were first established and the State agreed to pay benefits based on 
prior service before employees or the State were contributing on a regular 
basis or those incurred whenever the State provides for more liberalized bene-: 
fits. Under almost every retirement system, there is such an "unfunded accrued 
liability." 

The unfunded accrued liability may be thought of as an interest-bearing 
"debt" owed by the employing authority to the retirement fund. Like many 
other debts, the rate at which the obligation is discharged is at least 
partially within the ·control of the debtor. The greater the annual payment, 
the faster the debt will be liquidated, and vice-versa. . · · · · · 
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Under the VSRS, the unfunded accrued liability is, in effect, being paid 
off at present by annual installments equal to about 8% 0£ the outstanding 
liability at the start 0£ each year. Theoretically, a continuation 0£ accrued 
liability payments at this rate would be expected to eliminate almost all 0£ 
the unfunded accrued liability in less than 20 years, taking into account that 
the outstanding liability is automatically increased each year by interest there
on before it is reduced by the annual payment. 

In the case 0£ a retirement system £or public employees, £or which system 
perpetual existence can be reasonably assumed, it seems unduly conservative 
to plan to fund the accrued liability over so short a period as less than 20 years. 
The State's annual contribution to the V.SRS could be substantially reduced 
i£ the liability were to be funded over a longer period. The view of the ac
counting profession is that a 40-year £unding program is not unreasonable 
£or retirement plans in business and industry. It is proposed that in future 
the State's annual contributions to the VSRS and to the VSPORS be com
puted on the basis 0£ funding any un£imded accrued liability over a period 0£ 
40 years. 

Our second recommendation affects items (2) and (3) above-both the 
regular State contribution and the State contribution £or unfunded accrued 
liability. A basic component 0£ our retirement programs and funds is the in
terest which the funds earn on all contributions. All these contributions or 
assets are invested and yield income. The employee contribution rate is fixed 
by statute, but the State's rates are calculated £or each year and are based in 
part on what the assets are expected to earn. For a given level of benefits, the 
greater the investment income that can be reasonably anticipated, the smaller 
the annual contributions required 0£ the State. Conversely, £or a given level 
0£ contributions, the greater the anticipated level 0£ investment income, the 
more liberal the benefit scale that can be sa£ely provided. 

As the result 0£ the well-considered Jnvestment policy practiced by the 
Systems' Board 0£ Trustees, the rate 0£ yield on the Systems' assets has been 
steadily increasing so that it currently is slightly in excess 0£ 5% per annum. 
Accordingly, it is now prudent to anticipate a higher £uture investment re
turn than has been used in computing the .State's annual contributions t.o the 
Systems in recent years. It is expected that the Board will adopt, £or the 
purpose 0£ computing employer contribution rates to the Systems, the assump
tion that the future net investment yield on the assets 0£ the Systems will not 
be less than 4� % per annum rather than the 3� % assumption currently used. 
The result will be that the State will need to contribute less and we will an
ticipate the earnings on our assets rather than waiting £or those earnings to 
be realized before utilizing them. 

Our third recommendation simply proposes that the reduction in State 
contributions brought about by adopting our first two recommendations be 
applied to cover the costs 0£ the additional benefits we are proposing below, 
rather than be utilized to reduce the State's level 0£ annual contributions. We 
believe these current cost reductions £or the State should be passed on to our 
employees through improvements in the Systems. 

The combined result 0£ these two £actor�the extension 0£ the period :for 
:funding the accrued liability. and the increase in t�e assume� investment yield 
on the assets 0£ the System-is such that the actuaries for this study and of the 
VSRS and VSPORS have determined that the liberalizations in the benefits 
o:£ the .System as hereinafter recommended can be affected without any in
crease in cost to the State :for the 1970-72 biennium over the amount therefor 
already included in the budget request of the Board of Trus�ees. of the Sys
tems. We note that these two factors do not result m a reduct10n m the actual 
long-range cost of the Systems which will be the sum of all benefits to be paid 
out, but only in the current cost to the State of funding the ultimate cost. The 
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long-range cost will be determined, in the last analysis, by experience under 
the Systems. 

Our fourth recommendation concerns employee contributions and relates 
directly to our proposal that the benefits of funding reform should be passed 
on to our employees and participants in the Systems. We do not recommend 
any increase in the employee contribution rate which at this time equals 5 .0 %
of annual compensation in excess of $1,200. We recognize that in the past 
increased benefits have customarily been accompanied by an increase in the 
member contribution rate, but we believe that the present rate is fair and that 
in this instance we are proposing an acceptable alternative method to finance 
the improvements in benefits we are proposing. 

Proposals were considered by the actuaries and Council to · reduce the 
employee contribution rate. In view of past practice, a reduction in that rate 
at the same time benefits are increased would be a radical departure from 
established policy. Moreover, this type of reform is not one directed to im
proving benefits which we suggest is of primary importance today. 

B. Oost of Livin,q Post-Retirement Adjustments

(1) Recommendation: That, in order to maintain the purchasing power
of the retirement allowances presently being paid to pensioners, a cost
of living adjustment should be provided beginning July 1, 1970 to
pensioners retired under the VSRS, VSPORS and under the Virginia
Retirement .System (VRS) prior to 1952, and that such additional
allowance shonld be determined as a percentage of the recipient's
regular allowance corresponding to the percentage increase that has
taken place in the Consumer Price Index from the year the allowance

(2) 

(3) 

(4) 

commenced (or from 1952 for VRS allowances) to 1969.
Recommendation: That the regular allowance on which the addi
tional allowance should be based, in each case, should be the allow-
ance in effect June 30, 1970, after adjustment to reflect any 1970
change in the retirement allowance formula.
Recommendation: That for every future biennium, consideration
should be given to changes that have occurred in the Consumer Price
Index during the preceding two-year period, in order to decide
whether any increases or decreases are appropriate with respect to the
additional cost of living allowances then being paid, and whether the
commencement of any other additional allowances are indicated for
new retirees.
Reco1mnendation: That the payment of such additional cost of living
allowances should be financed through the retirement allowance ac
count with respect to VSRS and VSPORS members and through
Trust Fund B for YRS pensioners; that the total budget appropria
tion for each biennium should include, in addition to the anticipated
basic employer contribution under each System, an amount equal to
the additional allowances expected to be paid in the biennium; and
that this practice should be applicable in future biennia as well as
for 1970-72, based on the approved amounts of additional allowances
for such biennia, with respect to retirants of all years.

We believe that this set of recommendations constitutes the most impor
tant and pressing reform we are proposing. Several of the proposals referred 
to the actuaries for analysis focused on this problem area. 

The continual erosion of the value of the dollar has an especially serious 
effect on pensioners whose income is at a fixed dollar level. Wage earners are 
not so directly affected by inflation since wage levels tend to reflect price 
levels. Since the State Systems provide for retirement allowances based on 

5 



the average earnings of the member's five highest years, the Systems now pro- . 
vide adequately against inflation up to the time of a member's retirement. 

After retirement, the situation is different since the salary on which bene
fits are based is fixed. Members who retire prior to 1952 under the�old VRS, 
when retirement benefits were greatly lower than at present since no Social 
Security was available, have been granted periodic increases in their allow
ances by the General Assembly on a more or less arbitrary basis. With re
spect to members who have retired since 1952, only some liave shared in the 
VRS increases through application of guarantee provisions. Most of these 
persons, however, have received only the increases resulting from the 1960 
and 1966 amendments to the System. Since these also applied to active em
ployees it cannot be said that they were a complete answer to the problem of 
inflation. 

From 1952 to 1969, the U. S. Consumer Price Index increased by 40%. 
For example, a pension that had $100 purchasing power in 195� was worth 
only $71.42 in 1969. Many employers (including ,as noted, the Commonwealth 
with respect to pre-1952 retirees) have considered it necessary to supplement, 
or increase, from time to time, the pensions being paid to their retired em
ployees. Similarly, there have been increases in Social Security benefits. These 
have all been in accordance with the view that a pension program to be really 
effective must provide a retired employee with adequate purchasing power 
rather than a predetermined number of dollars. 

Pension planners in business and industry appreciate the importance of 
these problems. Some pension plans have been set up, or amended, to in
corporate the variable annuity principle .. Other employers have attacked the 
problem more directly by incorporating into their pension plans an "escalator 
clause" whereby the amount of an individual's pension payable in any period 
b�ars a relationship to the amount paid in .the preceding perio� corresponding
to the change from one period to the next m the Consumer Price Index. 

The Consumer Price Index has consistently increased over the years and 
there seem to be no concrete grounds for believing that any change in this 
trend will materialize. If an employer is willing to accept the responsibility 
for maintaining the purchasing power of his pensioners' retirement income, 
it seems reasonable that some sort of escalator clause be written into his pen
sion plan, to assure present and prospective pensioners that they will be in
sulated, at least partially, against the injurious effects of inflation . .Such a pro
cedure formalizes the periodic increases that the employer would very likely 
feel called upon to provide periodically after increases in the cost of living 
actually occur. 

The trend in the Consumer Price Index since 1952 is shown in the follow
ing table. 

TREND OF UNITED STATES CONSUMER PRICE INDEX 

Ye(JJ]' 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 

lndem 
92.5 
93.2 
93.6 
93.3 
94.7 
98.0 

100.6 
101.5 
103.1 

Base period: 1957-1959 
Yearly 

Percentage 
Increa1:;e 

0.8% 
0.4 

-0.3
1.5
3.5
2.7
0.9
1.5

6 

Year 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

!ndem
104.1 
105.4 
106.7 
108.1 
109.9 
113.1 
116.3 
121.2 
129.5 

Yearly 
Percentage 
Increase 

1.0% 
1.2 
1.2 
1.3 
1.7 
2.9 
2.8 
4.2 
7.0 



· We are proposing that the Systems be amended to provide for a cost of
living adjustment which will take the form of an additional allowance. This
allowance will be calculated for the next biennium by taking the allowance
paid the pensioner, including any adjustments provided for by action at this
Session, and multiplying it by the percentage increase in the CPI from his
retirement date (from 1952 for VRS allowances) to 1969. If X retired in 1960
and receives a retirement allowance of $100 July 1, 1970 and assuming for
purposes of illustration a percentage increase of 20% in the Index from 1960
to 1969, X's cost of living allowance will be $20. To take the example further, if
the Index increases 1 % in the 1970-72 biennium, his additional allowance
should be recalculated for the next biennium to reflect this increase-or should
a decrease occur, to reflect the decrease with the proviso, of course, that such de
crease could not reduce or affect his basic allowance.

These cost of living supplements or allowances should be calculated each 
biennium, financed by current appropriations, and paid through the appro
priate retirement allowance accounts. Because of the particularly unpredicta
ble nature of the changes in the Index, we do not believe the cost of these 
supplements should be considered as part of the basic State cost which is 
estimated on an actuarial basis and funded over a long period. It would be 
impossible to predict with accuracy today what the cost of such supplements 
will be in 1990 for employees working today and retiring in 1985 and to fund 
such costs on a realistic basis. The estimated cost of this proposal for the com: 
ing biennium is $3.5 million, and we believe this additional benefit to be fi
nanced this biennium by funding reforms, is sound and necessary to give our 
present pensioners the equivalent purchasing power intended for them when 
they retired. 

0. Major Retirement Allowance Formula Ohanqes

(1) Recommendation: That the basic retirement allowance formula be
amended to provide an allowance equal to 1�%, rather than 1%%, 
times years of service times average final compensation (which ex
cludes $1,200) applicable to all persons retiring on or after July 1,
1970, to result in a generally applicable percentage increase of ap
proximately 9.1 % in the retirement allowances of members paid under
the .Systems.

(2) Recommendation: That a comparable increase be provided for per
sons retired under the VSRS, VSPORS or VRS prior to July 1, 1970.

(3) Recommendation: That a ceiling be placed on the benefit payable to
any pensioner so that no basic retirement allowance, exclusive of cost
of living adjustments, shall exceed 75% of his average final compen
sation (which excludes $1,200).

This proposal constitutes the most important change we are proposing in 
terms of dollar benefits to active and retired State employees. The level of 
benefits payable to persons who retire at the normal retirement age is the most 
important feature in any retirement plan. Under most retirement programs 
the benefit formula is designed so that plan benefits together with the pri
mary Social Security benefits will, in total, provide an adequate but not an 
excessive retirement allowance when compared with the individual's pre-re
tirement compensation level. It should be pointed out that it is an advantage 
to the State to keep benefits for persons with higher salaries adequate since 
these individuals are the ones who give the State its vital administrative lead-
ership. 

In modern pension planning, a retirement plan benefit formula is usually 
judged to be satisfactory if the combined benefits, from the plan and Social 
Security, amount for a career employee to 60%-70% of his earnings in the 
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period just before retirement. The percentage is sometimes a little higher for 
employees with extremely long periods 0£ service. For employees with less 
than 30-35 years 0£ service, the percentages usually would be lower since in· 
such cases most employers do not £eel responsible for providing in foll for the 
employee's retirement needs, inasmuch as part 0£ the employee's working 
period was spent elsewhere. At the lowest earnings levels a somewhat higher 
percentage-of-salary benefit level may be and often is provided than applicable 
to the higher paid, since it is the actual dollar .amount 0£ income and not a 
mathematical percentage which determines whether a retirement benefit is 
sufficient for subsistence. 

Our present basic formula, described as (a) herein, for computing the 
service retirement allowance under the VSRS is as follows: 

(a) 

·Where AFC

and YCS 

1%% x (AFC - $1,200) x YCS 

is the member's average final total pay ( during consecu
tive years) 

is the member's number 0£ years 0£ creditable service. 

The most direct methods for changing the present basic benefit formula 
so as to increase the plan benefits are to increase the percentage accrual rate 
above 1% % to 1,% % as we propose, described as (b) herein, or to remove the 
$1,200 earnings deduction, described as ( c) herein. Both proposals have been 
made to the Council and analyzed by the actuaries. These two proposals may 
be described by the following formulas : 

(b) 131;?% x (AFC- $1,200) x YCS; and

(c) 1%% x AFC x YCS.

In order to evaluate how the criteria for a satisfactory retirement pro
gram are met under these two benefit formulas and the present formula and in 
order to compare the benefit levels they develop, a number 0£ benefit illustra
tions are given in the following Table £or various combinations 0£ average 
final total compensation ($4,200, $6,000 and $12,000) and service (20, 30 and 
40 years). The top part 0£ the table presents indices which represent total 
plan income as a percentage 0£ average final total compensation while the 
bottom portion shows comparable indices £or total plan income combined with 
estimated primary Social Security benefits. 

In order to predict the amount 0£ primary Social Security benefit applica
ble in any case, a year £or retirement must be assumed. For purposes 0£ these 
illustrations, it has been assumed that retirement would occur in 1980. Also, 
since Social Security benefits are based on actual earnings levels, past and 
future, it has been assumed that annual earnings have increased and will in
crease at the rate of 2% per year. 

TABLE: RETIREMENT INCOME EXPRESSED AS A 
PERCENTAGE OF AVERAGE FINAL COMPENSATION 

AFC: $4,200 AFC: $6,000 AFC: $12,000 
Years of Service Years of Service Years of Service 

20 30 40 20 30 40 20 30 40 

Formula Plan Benefit Only, Excluding Social Security 

(a) 20 29 39 22 33 44 25 37 50 
(b) 21 32 43 24 36 48 27 41 54 
(c) 28 41 55 28 41 55 28 51 55 
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AFC: $4,200 AFC: $6,000 AFC: $12,000 
Years of Service Years of Service Years of Service 

20 30 40 20 30 40 20 30 40 

Formula Total Retirement lnoome, Including Sooial Security 

(a) 56 65 75 54 65 76 43 56 68 
(b) 57 68 79 56 68 80 46 59 73 
(c) 63 77 91 59 73 87 46 60 74 

In order to interpret the indices in the Table, the criteria for a satisfactory 
benefit formula should be kept in mind: the plan benefit plus Social Security 
should produce a total retirement income of 60%-70% of final average earnings 
for career employees, and the percentage range should apply as nearly as 
possible to both high and low paid employees. 

The figures in the lower part of the Table have· to be analyzed to see 
which of the benefit :formulas studied would best satisfy these criteria. 

The present formula (a) falls slightly short of the norm for higher paid 
employees for whom we believe more consideration must be given. The $12,000 
a year person with 30 years of service does not reach the 60% level but only 
56%. Under our proposed (b), he reaches 59% and by eliminating the $1,200 
exclusion under ( c) he reaches 60%. Looking at the second criterion of over
all range, (a) means a range of 43 to 76, (b) a range of 46 to 80 and ( c) a 
range of 46 to 91. Looking at both criteria, formula (b), our proposal, best 
achieves a reasonable retirement program by reaching very near the 60 % goal 
for career employees and producing a :fairiy compact percentage range. 

As shown above, the elimination of the $1,200 exclusion under ( c), which 
simply means adding a flat dollar amount of benefits across the board, results 
in a disproportionate increase for lower paid employees. This disproportion 
would be :further accented if (b) and ( c) were combined to provide a :formula 
of 10 % x AFC x YCS. 

We were concerned with two points in developing recommendations to 
improve the :formula: first, achieving a balanced formula and fair benefit in 
terms of retirement planning which our proposal to increase the 1% % factor 
to 10 % accomplishes; and second, recommending a proposal which involves 
reasonable cost increases and we find that our proposal also best meets this 
second goal. 

The benefit increases we propose under :formula (b) will require $22 mil
lion for the 1970-72 biennium in State VSRS and VSPORS contributions, 
which can be financed through the funding changes described above. If :form
ula ( c) were adopted and the $1,200 exclusion eliminated, the cost would be 

·$37 million to the State and the combination of both proposals would cost $59
million. Thus, we view our proposal as sound both in terms of retirement
planning and in terms of costs involved. Part of the cost of the ( c) proposal
could be met by extending the 5 0 % employee contribution to the first $1,200
of pay, but this. additional $66 per year contribution would be most burden
some :for lower paid employees, and we believe this approach is undesirable.

To summarize, our three recommendations provide that the basic allow
ance will be increased by changing the 1% % :factor in the :formula to 10 %
for the benefit of present and future members retiring on and after July 1,
1970, that a comparable increase in benefits be provided for all individuals
retired under the Systems prior to July 1, 1970 and that a ceiling be placed ·
on the basic retirement allowance so that no such allowance shall exceed 75%
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of average final pay in excess of $1,200. This last recommendation constitutes 
a very limited control £actor and this 75% limit would not prevent a retiree 
from having greater total benefits than 75% of his average final pay, since the 
ceiling would apply only to the basic allowance and not to social security 
benefits or cost of living adjustments. 

D. Minor Retirement Allowance Formula Changes

(1) Reco1nmendation: That the rate of interest to be credited in the fu
ture to members' accumulated contributions be increased from the
present 2% per annum to 4%,

(2) Recommendation: That the service requirement for deferred retire
ment ( after termination of employment) be reduced from ten years
to five years.

(3) Recommendation: That members who rejected membership in the
VRS in 1942, or who received a refund of their accumulated contri
butions in 1952 when the present System was being established or
upon termination of employment at any time, be permitted to re
establish credit for all service for which credit has been lost, by mak
ing a contribution, based on their current annual compensation and
on the current VSRS contribution rate, for each year of service since
June 30, 1942, for which credit is being reestablished, plus 2% in
terest. (This provision was previously in effect between July 1, 1966
and October 1, 1967.)

(4) 

(5) 

(6) 

Recommendation: That any member who rejected VRS membership
in 1942 and subsequently served in the armed forces of the United
,States while on leave of absence from covered employment, be granted
VSRS credit for such military service at no cost to the member, pro
vided that he returned to covered employment within 90 days after
discharge, that his discharge was not dishonorable and that his mem-
bership has been continuous.

Recommendation: That the "social security supplement" that is pay
able under the VSPORS for State police officers who retire prior to
age 65 be increased from $135 per month to $170, to better reflect the
monthly primary social security benefit currently available to persons
who commence drawing such benefit upon attainment of age 65.

Recommendation: That, in cases of service-connected death when the
survivor's allowance is computed, the amount of the social security
"offset" should be limited to social security benefits payable to the
specific recipient of the allowance. (The allowance presently is 50%
of the member's average final total compensation, reduced by Work
men's Compensation benefits and all social security benefits payable
as a result of the member's social security coverage.)

(7) Recommendation: That, in cases of service-connected disability, the
member's accumulated contributions should be refunded in addition
to paying the retirement allowance provided for.

We refer to these recommendations as minor in nature because of their 
relatively limited impact on the participants in and beneficiaries of the Sys
tems when compared to our basic proposals outlined earlier, but these changes 
are nevertheless important insofar as they imprqve the Systems by strengthen
ing benefits and increasing the equitability of coverage. 

These changes can also be termed minor in the sense that they are rela
tively inexpensive when compared with the anticipated costs of the recom
mended change in the retirement allowance formula to increase the l;Vs % fac-
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tor to 10% and the potential cost of the post-retirement cost of living adjust
ments. The increase in the State's biennial contribution that would be required 
to implement all of the foregoing recommendations in this section is difficult 
to estimate with precision. However, the best cost estimates currently avail
able for these changes are, on a biennial basis : 

(1) 
(2) 
(3), (4) 
(5) 
(6), (7) 

Increase in interest credit: 
Deferred retirement with five years of service: 
Additional service credits: Less than 
Increase in VSPORS supplement: 
Changes in service-connected death and 

disability provisions: 

$4,000,000 
500,000 

1,000,000 
100,000 

Minimal 

Again, we anticipate that these costs can be covered within the framework of 
the Board of Trustees' budget request for 1970-72 as tempered by the funding 
proposals and changes discussed earlier. 

Because of the diverse nature of these recommendations, we will describe 
the effect of each one separately. · . 

(1) Increase in interest credit

Criticism of the present provision whereby 2% interest is credited on
member's accumulating contributions stems primarily from the feeling that 
!t is inequitab�e for the State to credit a substantially lower interest rate �han
1t earns especialiy when a member's withdrawal means an element of gam to
the System. It is felt that if a member leaves the .System and withdraws his
accumulated contributions or dies prior to retirement, he or his estate should
receive the accumulated contributions enhanced by realistic interest earnings.

We can appreciate the equities of this approach to the interest question, 
especially in the case of death prior to retirement when the family's income 
is eliminated or curtailed, and we are recommending an increase to 4% to 
provide interest increments more in line with the interest yields presently being 
realized on these funds. 

Two aspects of this matter should be underscored. First, our recommen
dation is prospective in nature and applies only to future contributions. To 
apply this increased rate retroactively would not be proper since the System 
did not always earn over 4%. Also, a major administrative task would be 
involved in going back through the records to reconstruct each member's new 
amount of accumulated contributions. Second, insofar as the future goes, our 
recommendation to adopt a 4% rate should be considered with the accompany
ing understanding that this rate should be subject to future change, depending 
upon the System's future experience with respect to the yield on its invest
ments. It should also be noted that the only effect of this proposal with respect 
to a retiring member is to increase his potential for a refund of contributions. 

(2) Deferred retirement with five years of service

The primary benefit now payable in the event a member terminates em
ployment is a refund of his own contributions with accumulated interest. How- · 
ever, members with 10 or more years of creditable service at time of termina
tion may declip.e this refund in order to receive a deferred retirement all9w
ance at age 60 or older based on service at time of termination. This recom
mendation would permit the choice of a deferred allowance in lieu of a con
tribution refund after only 5 years of service. 

The disadvantages of this proposal include the cost ( which it is estimated 
by the actuaries to be no more than, and possibly much less than, $500,000 
biennially), the administrative burden and the slight chance that employment 
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terminations might increase. With regard to all of these items, it is our belie£ 
that experience will tend to minimize these problems and that most employees 
leaving service will elect the cash refund rather than a deferred annuity. 

The advantages which we believe outweigh these considerations and 
argue for this proposal are that the proposal lends more flexibility to the pro
gram by giving more employees the chance to choose the deferred annuity 
and thus increases employee morale and that the proposal comports with the 
growing trend of increasing "portability" of benefits which is preferable to 
permitting purchases of credit for out-of-state service. The first reason is 
self-explanatory. The second, particularly because of its relevance to TI.AA
CREF coverage to be discussed later, deserves some explanation. 

There is much talk these days about portability of benefits. Pensions are 
thought of as portable if an employee's right to receive benefits vests and is 
not lost when he changes jobs. Thus a state employee moving from state to 
state and working five years in each state would at age 60 or 65 start receiving 
small pension checks from each state in a situation where portability prevails. 
If there was no portability and each of those states required 15 years for vest
ing as Virginia did until 1966 or 10 years as at present, he would probably 
have his contributions back but no benefit of state contributions and no pension 
check. So portability is an advantage to employees in a mobile labor market, 
and the growing trend to establish more portable retirement systems exists 
today largely because labor is more mobile. 

An alternative to early vesting or portability which some have suggested 
is to permit persons coming into Virginia to purchase credit for service outside 
the State. On first glance it appears that this proposal, because it directly 
concerns recruiting people to Virginia, is better than portability which con
cerns most directly those leaving the State. However, we see the following 
problems with permitting purchase of credit for out-of-state service: 

(a) What would be done in the case of a person who forfeited a deferred
annuity credit in another state by withdrawing his own contributions?

(b) How much service credit would a person who earned only a partially
vested deferred benefit in another state be permitted to purchase?

( c) "\iVhat would be_ done in the case of a person with service in two ( or
more) other states, especially if in one state a deferred benefit was
earned but not in another?

( d) How would the person's out-of-state service record be verified?

( e) In the case of persons who worked not only for another state at some
time but also for a city or for a private employer, what would be done?

These questions make it clear that the proposal would create a considerable and 
a complex administrative problem. In addition, the charge to be levied against 
the person for the service credit might well be high enough to discourage any 
purchases at all. 

We believe the proper solution is to move with other states towards estab
lishment of portable benefits through more liberal vesting provisions and that 
this promises to be the simplest, most practical means to deal with the prob
lem of mobility in our labor market. It should also be noted that all our em
ployees now have portable benefits through social security coverage. 

( 3) and ( 4) A.dditiona.Z service credits

Our cost estimate for these proposals is stated in terms of a maximum of
$1 million since that is the highest biennial cost we can anticipate and because 
there is no way to predict with any precision the number of persons who will 
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want to take advantage of these opportunities to purchase credit in the Sys
tems. The actual cost could prove to be less. 

vVe are proposing a reopening of the same offer, which was made previ
ously between July 1, 1966 and October 1, 1967, to permit certain members of 
the VSRS to purchase credit for past service not regularly creditable under 
the VSRS. When the old VRS was repealed in 1952 and the VSRS established, 
members of the abolished VRS were given the alternative of (a) transferring 
their accumulated VRS contributions to the new VSRS and getting credit for 
all prior service or (b) taking a cash refund for VRS accumulated contribu
tions and forfeiting all right to credit service prior to March 1, 1952. A num
ber of present VSRS members took the refund in 1952 and would now like to 
reestablish credit for pre-1952 service; others now in the VSRS, who rejected 
membership in the old VRS, would like to purchase credit for prior service; 
and others who are now members of the VSRS and had previously withdrawn 
contributions £roll\ the present VSRS when terminating employment in the 
past would like to be able to purchase credit for such past VSRS service. 

We think these requests are reasonable, will contribute to a sounder retire
ment program for a number of members, and will encourage prior employees 
to consider reentry into State. and teaching service. 

The terms of the off er in 1966 and 1967 should apply so that those who 
repurchased credit during that period will not be placed in an unfair position. 
The terms for the repurchase should be payment of an amount equal to the 
contributions that would have.been made during the period for which credit 
is sought based on current annual compensation times the present 50% con
tribution rate plus 2% interest from the beginning of the period since June 
30, 1942 to the present. 

Tlie second related . proposal we are recommending is to permit credit 
without payment, for past military service by VSRS members who rejected 
VRS membership in 1942 and subsequently served in the armed forces while 
on leave from service under the System. This reform is designed to provide 
like treatment for all members insofar as military service is concerned. Mem
bers who did not reject membership in the abolished. VRS have already re
ceived credit, without cost, for their military service periods. Insofar as a 
question of inquity is concerned with respect to persons who were able to and 
did receive military service credit only by paying for their rejected service, 
there is a compensating factor in that these members do have credit for the 
rejected, as well as the military, service. Requirements which must be met to 
take advantage of this credit are stated in Recommendation (4) above. · 

(.5) Increase in VSPORS supplement 

Under the VSPORS, .State police, because of the nature of their work, can 
and are required to retire at an earlier age than regular VSRS members. A 
special supplement is provided between ages 55 and 65 to a retired State police 
officer in the amount of $135 monthly to take the place of the social security. 
benefits to which he is not then entitled. The purpose of this supplement is to 
help make a member's total retirement allowance from his VSPORS pension 
and social security as level as possible and to avoid a marked change at age 65 
when social security benefits begin. Since social security benefits have increased 
substantially, it is necessary to increase the pre-age 65 additional benefit if a 
level benefit is to be maintained. We are recommending an increase to $170 
monthly to reflect recent social security increases. 

(6) and (7) Servioe-oonneoted death and disability provisions

Under the VSRS and VSPORS, the language of the present law states
that the qualifying survivor or survivors of a member who died prior to re-
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tirement from a cause connected to his job, shall be paid an allowance limited 
in part, by social security payable as a result of the member's social security 
coyerage. This limit can be inequitable when social security payments at
tributable to the decedent are payable to persons other than System bene
ficiaries. 

We are recommending a simple change of language to provide that such 
allowances will be limited only to the extent such social security benefits go 
to System beneficiaries so that their allowances will not be unfairly limited. 

In the case of service-connected disability and retirement for VSRS and 
VSPORS members, we are recommending that the member's accumulated con
tributions be refunded to him at the time of retirement. A similar immediate · 
payment is now made to the estate of a member in the case of a service con
nected death. Moreover, since the disability retirement allowance is limited 
in part by payments receivable under Workmen's Compensation, it is appro
priate to refund such contributions so that the member who receives a retire
ment allowance reduced to little or nothing by the Workmen's Compensation 
deduction will not feel he has contributed to a System for no purpose. 

E. Changes Related to, Structure and Administration of the Systems.

(1) 

(2) 

{3) 

(4) 

Recommendation: That the membership of the Board of Trustees be 
reduced from nine members to five. 
Recommendation: That a retired member be permitted to elect a 
second joint and survivor option (with an appropriate further actu� 
arial reduction in the amount of the allowance) in the event that his 
contingent annuitant predeceases him. 
Recommendation: That participating political subdivisions be per
mitted to elect to provide retirement benefits, equivalent to those pro
vided State police officers, for their law enforcement officers and others 
in comparably hazardous positions provided they assume the expenses 
involved. 
Recommendation: That participating political subdivisions refrain 
from supplementing VSRS benefits at.the local level; and that, in the 
event they establish supplements or provide supplements to new em
ployees, all employer costs, including those for teachers, be charged to 
them. 

These four recommendations do not involve specific cost elements, but 
concern the provisions governing the administration, operation and scope of 
the Systems. 

(1) Board of Trustee membership

The .Systems are now administered by a nine-member Board of Trustees.
Five members are appointed by the Governor while four are ex officio. Of the 
nine members, five are State employees, namely, all of. the ex officio members 
and one of those appointed. The Governor's other -appointees include one 
teacher and three non-System members. 

It is our recommendation that the Board be restored to its former five 
member size and that it should consist of the five members appointed by the 
Governor without the ex officio members. This change will tend to make the 
administration of the VSRS more objective since three members will have no 
direct interest in any System benefits. This is a desirable goal. 'When the 
membership of the Board includes many who may also be recipients of System 
benefits, impartiality in administration may not be attained to the greatest ex-
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tent possible. While there would be only one representative from the. State 
employees and only one from the teachers, it seems that representation by one 

· capable person should be sufficient. Furthermore, we question whether or not
a greater representation of any particular group on the Board would make
any difference in how that group might fare under the Systems. The Board's
responsibility is to administer the Systems as provided for in the enabling
legislation. Any substantive changes in the Systems are the result of legisla
tion and decisions by the General Assembly rather than by Board as the ad
ministrative agency for the Systems.

(2) Second joint and survivor option

Under the joint and survivor options now available� a retired member's
benefit remains unchanged after the contingent annuitant dies and ceases al
together when the member dies. It seems in such cases that the member has 
taken a lower income for life without getting anything- in return. Permitting 
the member to name a new contingent annuitant will preserve a death benefit, 
although it must be realized that this additional death benefit would be pur
chased by the member by means of a further reduction in his own income. 

We are recommending that this option be provided as an elective variation 
of the present joint and s:urvivor options, rather than by adding new options 
or by replacing the present ones. The second contingent annuitant can be named 
by a retiree within one year after the death of the first contingent annuitant, 
and the member's previously reduced income can be then actuarially reduced 
again to reflect the new election. This proposal has the following advantages 
for the member : First, if the member decides not to name a new contingent 
annuitant he does not suffer a further reduction in his income, whereas this 
second reduction would be inherent and effective from the date of the member's 
retirement if the election had to be made at retirement ; and, second, the mem
ber is free to name whomever he wishes as a new contingent annuitant under 
this approach, whereas he would have to make this decision at the time he 
retires if the election were required at that time. 

From the State's financial point of view, the chances for selection against 
the System are somewhat increased under our proposal because surviving 
members in poor health would be more inclined to name a second contino-ent 
annuitant than would those in good health, so that the system would, in effect, 
be paying greater death benefits than otherwise. Of course, this type of anti
selection is already being experienced to some extent by the Systems with re
spect to elections made at retirement date. How much cost to the State which 
such anti-selection involves is impossible to say. Many other factors besides 
health can influence a member's choice of option. We do believe, however, that 
the dollar amount is probably insignificant compared to the total State cost. 

(3) Local option covemge for l(lfW enforcement personnel

Presently the VSRS and VSPORS are intended to provide a uniform
system of retirement benefit coverage for their members except as required 
to recognize particular job situations. Localities are given the option to par
ticipate in the VSRS to provide coverage for local employees, but not in the 
VSPORS. 

We are recommending that the provisions governing. local participation be 
amended so that localities participating in the VSRS be given the further 
option to elect to provide V.SPORS-type benefits for their law enforcement 
officers and personnel whose duties are comparably hazardous to those of State 
police. So long as the rationale for the distinction . based on job differences 
between State employees and State police is valid, it should apply as well at 
the local level. 
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( 4) Local supplementary systems

The existence of additional retirement benefit programs in some localities
participating in the VSRS contributes to a discriminatory situation among 
political subdivisions in that persons employed in comparable positions but in 
different subdivisions could be anticipating quite different retirement benefits. 

Moreover, the fact that the State bears employer costs for providing 
teacher retirement benefits means that local funds are freed for other pur
poses. \Ve question whether funds so freed should be utilized, in part, to pro
vide supplementary retirement benefits. 

The State pays the employer cost based on the total local salary scale which 
is under local control, for the VSRS, Social Security, and Group Life Insur
ance for local school board employees qualifying as "teachers". To show the 
effect of this State aid to localities, the Table below is an estimate of how 
such aid would be allocated by counties and cities, based on the VSRS 1970-
1972 biennium budget request of $113,716,115 for this group and assuming the 
percentage of all such school boards' cost of instruction, applicable to each 
locality for the period, will be the same as the experience indicated in the De
partment of Educationi "Cost of Instruction Report for the Year 1967-1968". 
(The State also shares m the employer costs for constitutional officers, but this 
State contribution is not reflected in the Table which follows.) 

County 

Accomack ............. $ 
Albemarle ........... . 
Alleghany ........... . 
Amelia .............. . 
Amherst ............. . 
Appomattox ......... . 
Arlington ............ . 
Augusta ............. . 
Bath ................ . 
Bedford ............. . 
Bland ............... . 
Botetourt ............ . 
Brunswick ........... . 
Buchanan ............ . 
Buckingham ......... . 
Campbell ............ . 
Caroline ............. . 
Carroll .............. . 
Charles City ......... . 
Charlotte ............ . 
Chesterfield .......... . 
Clarke ............. .-.. 
. Craig ................ . 
Culpeper ........ ; .... . 
Cumberland .......... . 
Dickenson ............ . 
·Dinwiddie ........... . 
Essex ................ . 
·Fairfax .............. . 
Fauquier ............. . 
Floyd ............... . 
Fluvanna ............ . 

TABLE 

643,383. 
851,631. 
284,268. 
183,595. 
423,865. 
214,537. 

4,543,141. 
1,047,314. 

105,813. 
754,177. 

97,114. 
401,5(i6. 
431,519. 
752,823. 
258,499. 
938.272. 
329;811. 
410,299. 
173,372. 
312,503. 

2,783,270. 
rnu,843. 
60,463. 

358,285. 
157,497. 
420,056. 
499,703. 
11u,124. 

15,227,179. 
668,560. 
189,224. 
172,052. 
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County 

Franklin .............. $
Frederick ............ . 
Giles ................ . 
Gloucester ........... . 
.Goochland ........... . 
Grayson ............. . 
Greene ............... . 
Greensville ........... . 
Halifax .............. . 
Hanover ............. . 
Henrico .............. . 
Henry ............... . 
Highland ............ . 
Isle of Wight ......... . 
J�mes City (a ) 
Kmg George ......... . 
King & Queen ........ . 
King William ........ . 
Lancaster ............ . 
Lee .................. . 
Loudoun ............. . 
Louisa ............... . 
Lunenburg ........... . 
Madison ............. . 
Mathews ............. . 
Mecklenburg ......... . 
Middlesex ............ . 
Montgomery ......... . 
Nansemond .......... . 
Nelson ............... . 
New Kent ........... . 
Northampton ......... . 

574,403. 
568)85.
440;718.
289,191.
235.063.
22u;s98.

93,077. 
400.974. 
730;774. 
803,336. 

3,753,905. 
1,084,7ul. 

62,021. 
476,266. 

156,633. 
123,518. 
132.059. 
197,229. 
612,475. 
895,321. 
314,743 
287,747. 
160,226. 
137,358. 
717;037. 
158,498. 
705.063. 
862,537. 
268,859. 
125,508. 
294;945. 



Oounty 

Northumberland ....... $ 
Nottoway ............ . 
Orange .............. . 
Page ................ . 
Patrick .............. . 
Pittsylvania .......... . 
Powhatan ............ . 
Prince Edward ....... . 
Prince George ........ . 
Prince William . . . . . . . . . 
Pulaski .............. . 
Rappahannock ....... . 
Richmond ............ . 
Roanoke ............. . 
Rockbridge .......... . 
Rockingham ......... . 
Russell .............. . 
Scott ................ . 
Shenandoah .......... . 
Smyth ............... . 
Southampton ......... . 
Spotsylvania ......... . 
Stafford ............. . 
Surry ............... . 
Sussex ............... . 
Tazewell ............. . 
Warren .............. . 
Washington .......... . 
vVestmoreland ........ . 
Wise ................ . 
vVythe ............... . 
York ............... .. 

Oity 

232,242. 
378,720. 
322,681. 
335,372. 
305,635. 

1,443,967. 
143,078. 
165,889. 
536,092. 

2,721,818. 
600,216. 
93,588. 

162,489. 
1,877,521. 

493,380. 
1,023,274. 

605,344. 
500,942. 
497,190. 
615,295. 
428,107. 
384,747. 
514,099. 
103,516. 
311,082. 

1,003,988. 
285,632. 
798,185 .. 
236,234. 
938,135. 
488,229. 
789,722. 

Alexandria ............ $ 2,661,867. 
Bristol . . . . . . . . . . . . . . . . 403,886. 
Buena Vista . . . . . . . . . . . 156,837. 
Charlottesville . . . . . . . . 878,230. 
Chesapeake . . . . . . . . . . . 2,685,201. 
Clifton Forge . . . . . . . . . 120,937. 
Colonial Heights . . . . . . 349,370. 
Covington . . . . . . . . . . . . 275,091. 
Danville . . . . . . . . . . . . . . 1,094,427. 
Fairfax ............... ----
Falls Church ......... . 
Franklin ............. . 
Fredericksburg ....... . 
Galax ............... . 
Hampton ............ . 
Harrisonb:urg ........ . 
Hopewell ............ . 
Lexington ........... . 
· (a) See Williamsburg City

373,375. 
240,851. 
315,983. 
150,048. 

2,927,337. 
359,775. 
550,568. 
149,889. 

-(b) Includes James City County 
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Town 
Abingdon ........•.... $ 
Cape Charles ......... . 
Colonial Beach ....... . 
Fries ................ . 
·Poquoson ............ . 
Saltville ............. . 
West Point ........... . 

Oity 

111,976. 
41,995. 
41.J,114. 
53,970. 

127,624. 
101,730. 
83,274. 

Lynchburg ............ $ 1,645,188. · 
Martinsville . . . . . . . . • . . 592.518. 
Newport News . . . . . . . . . 3,361;050. 
Norfolk . . . .. . . . .. . . . .. 6,537,141. 
Norton .. .. .. . .. .. .. .. 120,221. 
Petersburg . . . . . . . . . . . . 1,111,757. 
Portsmouth . . . . . . . . . . . 2,398,091. 
Radford . . . . . . . . . . . . . . 204,814. 
Richmond . . . . . . . . . . . . . 5,579,163. 
Roanoke . . . . . . . . . . . . . . 2,381,181. 
South Boston . . . . . . . . . . 152,323. 
Staunton . . . . . . . .. . .. . 547.907. 
Suffolk . . . . .. . . .. .. . .. 259;819. 
Virginia Beach . . . . . . . . 3,845,515. 
Waynesboro . . . . . . . . . . • 536,820. 
Williamsburg (b) • . . . . 525,152. 
Winchester . . . . . . . . . . . 364,0QI>. 



These figures give an indication of the amounts involved and the extent 
of State aidin .this area. 

·· - We are recommending that a political subdivision be required to assume
all employer cost when it establishes a supplementary system or permits addi
tional memberships in existing supplemental systems after July 1, 1970 so
that the subdivision will be aware of the real costs involved and discouraged,
though not proscribed, from such action.

III. PROPOSALS CONSIDERED BUT NOT ADOPTED

A. TIA.A.-OREF

If the proposal to make coverage under TIAA-CREF available to pro
fessional personnel at Virginia institutions of higher education were adopted, 
professional personnel at such institutions who are regular full-time members 
of the faculty or staff and whose duties include teaching, research, adminis
tration or the performance of professional services, including professional 
librarians, would be given an opportunity to elect coverage under an Optional 
Retirement Program (ORP). The ORP could be provided through the Teach� 
ers Insurance and Annuity Association of America, Inc. (TIAA) and the 
College Retirement Equities Fund ( CREF). 

Any person electing coverage under the ORP would have to terminate his 
VSRS membership. Persons who have completed ten years of service under · 
VSRS at time of election would retain a vested right to their VSRS benefits 
earned while a VSRS member. Those lacking ten years of service would have 
no such vested benefit, but their own accumulated VSRS contributions could 
be withdrawn and deposited in the ORP for use in purchasing benefits there
under. 

Under the ORP which we have evaluated, each person would contribute 
6% of his regular compensation. It has been proposed that the State would 
make a matching 6% contribution. A percentage of the combined contribu
tion (100%, 75%, 50%, or 25%, as elected by the participant) would be ap
plied to purchase a TIAA retirement annuity for the participant, while any 
remainder would be used to buy a CREF retirement annuity certificate for 
him. Benefits purchased by member contributions would be fully vested; but 
whether or not the proposed State contributions would also be fully vested 
· under all circumstances is an open question.

Whether retaining membership in the V.SRS in preference to adopting the 
proposed TIAA-CREF program would be to a person's advantage or not de
pends on many things. Insofar as member benefits are concerned, there is no 
easy way to compare them since each person's situation differs. Involved here 
.are the vested VSRS benefit, if any; the age; the salary; and, if the ORP 
were available and elected, the amount used to buy CREF coverage and the 
.future performance thereunder. Since the proposed ORP involves higher 
.member and State contributions than now required under VSRS, it is possible 
.that the dollar amount of retirement allowance would exceed present VSRS 
benefits. Howeverr if some of the proposed changes in the VSRS were to be
adopted, it could happen that the VSRS benefits become higher. Also, even 
.now the fringe VSRS benefits are valuable and whether anything comparable 
.would be available under the propoi,ed ORP is not clear. 

Perhaps the main advantage to a member who might elect the ORP is the 
increased portability of his pension coverage. Changes in employment loca
tion, whether within or between states, would not necessitate discontinuance of 
coverage if the employment position were eligible for TIAA-CREF coverage. 
Our proposal to reduce the vesting period to five years and thus increase porta-
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bility offsets this advantage of the ORP to a considerable extent, however. 
From the Virginia employer's point of view, the complete portability of the 
ORP could be an advantage since it might make it easier to obtain from other 
states qualified personnel who now have TIAA-CREF coverage and want to 
keep it. On the other hand, if the ORP were made available, a considerable 
degree of anti-selection should be expected, in that persons in poor physical 
condition would remain under VSRS in order to retain eligibility for death 
and disability benefits while those in good health would be less apt to. This 
would tend to produce a higher VSRS normal contribution rate. 
· The question also arises of how to justify the State's contributing a dif
ferent amount toward the retirement benefit program of one group of VSRS
employees than it does for another such group. It is this element of discrimina
tion that makes adoption of the proposal on an equitable basis difficult and
undesirable in our opinion.

It should also be realized that the State could incur certain additional pen
sion expenses if the TIAA-CREF coverage were made available. For ex
ample, a number of persons at the University of Virginia are now participating 
in such a program which is financed in part by an endowment fund. Should 

. the proposed ORP be made available with the State paying a sizeable con
tribution, then in all likelihood the State and not the endowment fund would 
be expected to pay for the employer cost for the University of Virginia pro
gram in the future. Should this happen, any reduction in' the State's VSRS 
contribution would be offset by the inheritance of a pension bill for a new 
group of employees, in addition to the proposed 6% State contribution for 
the persons who transfer from the VSRS to the ORP. 

With respect to overall cost of the ORP, the actuaries have made the fol
lowing computations, utilizing 1968 payroll figures, based on estimates of per
sonnel who might elect ORP coverage: 

(1) State's Annual Contribution
(2) Total Member Compensation
(3) Contributions as % of Payroll

All State 
Employees 

$ 7,864,606 
270,308,786 

2.91% 

State Employees 
Erocluding tliose who 
Might Elect the ORP 

$ 7,291,853 
232,249:841 

3.14% 

If the proposal under consideration were adopted and if the assumptions 
made with respect to those persons who would elect the ORP were borne out 
by actual experience, the State's VSRS contribution would decrease in dollar 
amount by about $573,000, although the contribution rate as a percentage of 
remaining covered payroll would increase from 2.91 % to 3.14%. The $573,-
000 cost decrease is 1.51 % of the payroll of $38,060,000 which might be ex
pected to be involved in the transfer of membership to the ORP. This is 
considerably less than the 6% contribution rate which the proposed ORP 
would require from the State, so that it appears that the State would have to 
pay more to support this special coverage and so be discriminating against 
State employees generally. 

B. Other Proposals

We have, by implication or directly, dealt with most of the proposals made
to us in discussing our positive recommendations. For example, the proposal 
to eliminate the $1,200 exclusion is considered in connection with our recom
mendation above to raise the 1% % factor in the basic formula. to 10 %. Simi
larly, suggestions concerning matters relating to employee contribution rates 
purchase of prior service credit and the like have been discussed above. 

'
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Two important matters which are not discussed above but which were ex- · 
.amined by the actuaries and Council concern the group life insurance program 
.and coverage for part-time employees. It is believed that the present group 
life insurance program constitutes a sound and well-designed aspect of the 
State's overall benefit structure. Changes in this program, such as an increase 
in the State contribution or extension of the benefit program to hospitalization, 
are matters which we believe deserve special study. Cost factors and the spe
cial nature of this program as distinct from the retirement programs make a 
separate study appropriate. 

. Questions regarding part-time employees have arisen largely because of 
the number of part-time teachers being employed in connection with kinder
gartens. vVe reviewed possible means to extend coverage to such personnel 
but found that the cost factors, when coupled with the real technical prob
lems inherent in extending coverage to less than full-time personnel, argue 
forcefully against any extension of coverage at this time. An example of the 
problems in this area can be found in the case of a V.SRS retiree who might 
.take a part-time covered position. Should his retirement allowance be sus
pended or reduced? In this area, we believe the inequities and disadvantages 
_of extending coverage outweigh any benefits to be gained. 

IV. CONCLUSION

Legislation to effect the changes we are suggesting is carried in Appendix 
II. 

We commend the actuaries and Mr. Smith and his staff of the VSR.S for 
their careful analysis of proposals and helpful advice. 

. The program we are suggesting includes beneficial and needed changes 
developed on a basis whereby they are self-financing. ·vve hope they will be 
received and considered favorably by the General Assembly during this coming 
Session. 

Respectfully submitted, 

2Q 

C. W. Cleaton, Chairman

J. C. Hutcheson, Vice-Chairman
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Robert C. Fitzgerald

J. D. Hagood

Edward E. Lane

Garnett S. Moore

Lewis A. McMurran, Jr.
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Arthur H. Richardson
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APPENDIX I 

STUDY DIRECTIVES 

GOVERNOR'S LETTER OF APRIL 5, 1968 
SENATE JoINT RESOLUTION No. 63 
GOVERNOR'S LETTER OF APRIL 9, 1968 
SENATE JoINT RESOLUTION No. 38 

COMMONWEALTH OF VIRGINIA 
GOVERNOR'S OFFICE 

RICHMOND 

Chairman � 
Virginia Advisory Legislative Council 
c/o Division of Statutory Research 
State Capitol 
Richmond, Virginia 

Dear Sir: 

April 5, 1968 

,Senate Joint Resolution No. 63 was offered in the 1968 session of the 
General Assembly calling for a study of the Virginia Supplemental Retire
ment Act and the State Police Officers' Retirement System. 

The resolution passed the Senate March 8th and was communicated to 
the House, but apparently through inadvertence was not reported by the House 
committee and therefore failed of final passage. 

The need £or the study was generally recognized by members of the 
House, and I am of the opinion that except for the oversight would have re
ceived their approval. 

In view of these circumstances and desirability of such a study, I respect
fully request the VALC to conduct the study as indicated in Senate Joint 
Resolution No. 63, and make a report to the Governor and the General Assem'
bly of 1970. 

Sincerely yours, 

/s/ MILLS E. Gonwrn, JR .. 
am 
cc: Mr. Charles H. Smith 

SENATE JOINT RESOLUTION NO. 63 

Creating a commission to make a study of the Virginia Supplemental 
Retirement System and the State Police Officers' Retirement 
.System. 

Whereas, there have been a number of bills presented at the 1968 Regular 
Session of the General Assembly of Virginia proposing amendments both to 
the Virginia Supplemental Retirement Act and to the provisions 0£ the Code 
which establish the State Police Officers' Retirement System; and 

Whereas, it is recognized that any substantial change in the provisions 0£ · 
either 0£ these systems can have drastic effects on the costs and actuarial 
soundness 0£ the systems; and 
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Whereas, it is obvious that any change should be given careful study and 
evaluation before enactment into law; now, therefore, be it 

Resolved by the Senate of Virginia, the House of Delegates concurrin�, 
That there is hereby created a Commission to make a study of the Virgima 
Supplemental Retirement Act and of the provisions of law providing for the 
State Police Officers' Retirement System. The Commission shall give general 
consideration to the operations of these two systems, the costs involved and 
the benefits provided thereby, and particular reference to such proposals as 
have been made at the current session of the General Assembly for changes in 
these laws. The Commission shall be composed of seven persons appointed 
by the Governor, who shall designate the chairman thereof. Members of the 
Commission shall receive no compensation for their services but shall be paid 
their necessary expenses incurred in the performance of their duties for which, 
and for payment of any other expenses of the Commission, there is hereby 
appropriated from the contingent fund of the General Assembly a sum suffi
cient, estimated at five thousand dollars. All agencies of the State shall assist 
the Commission on its request. The Commission shall complete its study and 
make a report containing its findings and recommendations to the Governor 
and the General Assembly not later than November one, nineteen hundred 
sixty-nine. 

Chairman 

COMMO:ITTVEALTH OF VIRGINIA 
GOVERNOR'S OFFICE 

RICHMOND 

Virginia Advisory Legislative Council 
c/o Division of Statutory Research 
State Capitol 
Richmond, Virginia 

Dear Sir: 

April 9, 1968 

This is in reference to my letter of April fifth requesting the V ALO to 
conduct a study of the Virginia Supplemental Retirement Act and the State 
Police Officers' Retirement System as indicated in Senate Joint Resolution 
No. 63 which was offered at the 1968 session of the General Assembly. 

Also introduced, but failed to pass, was .Senate Joint Resolution No. 38 
calling for a study of the feasibility of establishing TIAA-CREF retirement 
coverage for professional personnel in State institutions of higher education. 

The State Council of Higher Education is very much interested in a study 
of this retirement program for professional personnel at our State colleges and 
universities, and I, too, fe�l the matter is worthy of consideration. 

I, therefore, respectfully request that the V ALO conduct the study as in
dicated in Senate Joint Resolution No. 38 as a part of or in addition to Senate 
Joint Resolution No. 63 and make a report to the Governor and the General 
Assembly of 1970. 

bwn 
cc: Mr. Charles H. Smith 

Dr. Prince W. Woodard 

Sincerely yours, 

/s/ MILLs E. Gonwrn, JR. 



SENATE JOINT RESOLUTION NO. 38 

Directing the Virginia Advisory Legislative Council to study the 
feasibility of establishing TIAA-CREF. retirement coverage for 
professional personnel in the State institutions of higher educa
tion. 

Whereas, the future recruitment of outstanding faculty and staff members 
and the retention of the current professional personnel in the several State 
institutions of higher education is critical to the continued development of 
the State system of higher education in Virginia; and 

Whereas, the retirement program available to faculty members in institu
tions of higher education is an influential factor in attracting and retaining 
personnel ; and 

Whereas, an increasing number of institutions of higher education 
throughout the nation provide TIAA-CREF (Teachers Insurance and An
nuity Association of America and College Retirement Equities Fund) faculty 
retirement programs which permit the transfer of coverage when an individual 
moves from one participating institution to another; and 

Whereas, the Council of Presidents of the State-Aided Institutions of 
Higher Learning in Virginia and the State Council of Higher Education for 
Virginia feel that TIAA-CREF retirement coverage would substantially 
benefit higher education in Virginia; now, therefore, be it 
· Resolved by the Senate of Virginia, the House of Delegates concurring,

That the Virginia Advisory Legislative Council is directed to study the feasi
bility of providing TIAA-CREF retirement coverage for professional per
sonnel in all State institutions of higher education. The Council shall con
sider the advantage, if any, of TIAA-CREF coverage; the relationship of such
a program to the Virginia ,Supplemental Retirement System, including the
State's contribution to a TIAA-CREF program; and, if such a program is
deemed desirable, procedures whereby it may be smoothly and orderly initiated.
All State agencies and institutions of higher education shall assist the Council
in its study. The Council shall complete its study and make its report con
taining its findings and recommendations to the Governor and General Assem
bly not later than October one, nineteen hundred sixty-nine.

APPENDIX Il 

LEGISLATION 

BILL Al\mNDING VSRS PRovrsroNs 
BILL AMENDING VSPORS PROVISIONS 

A BILL to amend and reenact§§ 51-111.18, 51-111.31, 51-111.41 :1, 51-111.45, 
51-111.47, 51-111.49, 51-111.53, 51-111.54, 51-111.55, 51-111.57, 51-111.58, 51-
111.58 :1, 51-111.60, 51-111.62, 51-111.67:7 and 51-111.70:1, as severally
amended, of the Code of Virginia, relating to the Virginia Supplemental
Retirement System, to group life insurance policies for certain employees
and to additional retirement benefits for certain teachers and State em
ployees; to amend the Code of Virginia by adding a section numbered
51-111.60:1, relating to post-retirement supplements to be paid under the
provisions governing the System,- and to repeal §§ 51-111.38 :10 through,
51-111.38:16 of the Code of Virginia, relating to participation by the
United States Property and Fiscal Office for Virginia in the System.
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Be it enacted by the General Assembly of Virginia : 
1. That §§ 51-111.18, 51-111.37, 51-111.41 :1, 51-111.45, 51-111.47, 51-111.49,
.51-111.53, 51-111.54, 51-111.55, 51-111.57, 51-111.58, 51-111.58 :1, 51-111.60, 51-
111.62, 51-111.67 :7 and 51-111.70 :1, as severally amended, of the Code of Vir
ginia be amended and reenacted; and that the Code of Virginia be amended by
adding a section numbered 51-111.60 :1; as follows:

§ 51-111.18. Members of Board; powers of former retirement system.
The Board shall consist of * five members to be appointed by the Governor, 
subject to confirmation by the General Assembly. * One member shall be a 
teacher, one a State employee, and the others neither teachers nor State em
ployees nor otherwise in the employ of any government. The appointive mem
bers in office on* the effective date of this act shall continue in office until their 
terms expire, respectively, and as and when the term of * such a member 
expires, his successor shall be appointed by the Governor for a term of four 
years. Every appointment to fill a vacancy shall be for the unexpired term. 
No * member shall be eligible to serve for or during more than two succes
sive four-year terms; but after the expiration of the remainder of an un
expired term to which appointed, two additional four-year terms· may be 
served by such a member if appointed thereto. * The Governor may suspend 
or remove any * member at his pleasure. The Board shall be vested with the 
powers and duties of the Board of Trustees of the abolished system to the 
extent such powers and duties were created or continued by the act abolishing 
the said system, or by other legislation *. 

Each member of the Board who is not a full-time officer or employee of 
any government shall receive as his compensation * twenty-five dollars per 
day for each day actually spent in the discharge of his duties, but no such 
member shall receive as compensation in the aggregate more than * five hun
dred dollars in any one year. Members shall be reimbursed for the expenses 
incurred by them in the performance of their duties. 

§ 51-111.37. Benefits.-Employees who become members under this arti
cle and on behalf of whom contributions are paid as provided in this article 
shall be entitled to benefits under the retirement system, provided, however, 
that for any such employees who are employed in law enforcement positions 
comparably hazardous to that of a State police officer, the employer may, by 
resolution legally adopted and approved by the Board, elect to pro·vide bene
fits equivalent to thos.e provided for State police officers of the Department of 
State Police, as set out in§§ 51-144(15), 51-150, 51-151, 51-1512, 51-153, 51-154, 
51-155, 51-156, and 51-157 in lieu of the benefits that would otherwise be pro
vided here·under.

Notwithstanding anything to the contrary, the retirement system shall not 
be liable for the payment of any retirement allowances or other benefits on 
account of the members or beneficiaries of any employer under this article, 
for which reserves have not been previously created from funds contributed 
by such employer or the members for such benefits. 

§ 51-111.41 :1. Prior service or membership credit for certain members.
-(a) Any member may be credited with prior and/or membership service 
which might otherwise have been credited, except for one or more of the 

·following:
· (i) Rejection of membership in the abolished system under§ 51-47 or the
retirement system under § 51-111.32;

· (ii) Cessation of �embership under§ 51-49 of the abolished system and/or
under § 51-111.29 of this chapter because of the w1thdrawai of his accumulated
contributions under § 51-109 of the abolished system or under § 51-111.58 -of
this chapter; or
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(iii) Withdrawal of his accumulated contributions under § 51-111.68 of
the Code of Virginia; 
provided such member pays, * while in service or within ninety days after 
termination of service, an amount equal to the contributions that he would 
have made during the entire period to be credited ( exclusive of any such period 
prior to June thirty, nineteen hundred and :forty-two and exclusive of any 
period subsequent to June thirty, nineteen hundred :forty-two during which 
the member was in the armed forces of the United States) on the assumption 
that the member contribution rate specified in § 51-111.46 (a) as of the date 
of payment had been in effect during the entire such period and that his credit
able compensation as of the date of payment ( or as of the last date in service, 
if the member is not in service at date of payment) had been received during 
the entire such period, together with interest thereon at the rate of two per
cent per annum compounded annually :from the end of each respective fiscal 
year to which the contribution applies to the first day of the month during 
which payment is made. Such interest payment, and the amount of contribu
tions ]?aid, shall be credited to the account of the member in the members' con
tribut10n account. 

(b) In order for the additional service provided :for in subsection (a) of
this section to be considered in the computation of any retirement allowance 
payable in the event of a member's retirement under § 51-111.56, the member 
shall have submitted at the time payment or repayment is made, a medical 
report satisfactory to the Medical Board showing that the member was at such 
time of sound mind and body. 

( c) An administrative charge of five dollars shall be paid by the member
to the retirement system when requesting a cost estimate of the amount of any 
payment :required under subsection (a) of this section. 

( d) .Any .State employee or teacher member of the retirement system in
service or within ninety days after termination of service with full time 
salaried service as a .State employee, or a teacher, prior to July one, nineteen 
hundred forty-two, and heretofore not credited therewith, shall, upon applica
tion, be credited with such prior service, provided, since becoming a member 
of the retirement system, five or more years of membership service has been 
credited such member, and, provided, further, that if the member's contribu
tions were withdrawn under § 51-111.68 of the Code of Virginia, § 51-109 of 
the abolished system, or § 51-111.58 of this chapter, credit for all of the mem
ber's service since July one, nineteen hundred forty-two has been established 
or reestablished as provided in subsection (a) of this section. 

(e) .Any member granted a leave of absence subsequent to June thirty,
nineteen hundred sixty-six for educational purposes may receive credit for up 
to one year of service during any period or periods of such leave on the pur
chase basis set forth in subsection (a) of this section. 

(f) .Any State employee member elected to a covered position by a joint
vote of the two Houses of the General .Assembly of Virginia and which position 
was for a period excluded under the abolished system, may be credited with 
service during such period by paying the member contributions which would 
have been payable, except for the exclusion. 

(g) .Any clerk of a county court who is a member of the retirement system,
or any member of the retirement system who since July one, nineteen hundred 
sixty, has been a State employee member and who has not withdrawn, since 
becoming a member of the retirement system or the abolished system, his 
accumulated contributions may, if in service, be credited with full time service 
as a clerk of a county court prior to July one, nineteen hundred sixty; pro
vided, that such credit for the period between July one, nineteen hundred 
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fifty-nine, and July one, nineteen hundred sixty, shall be allowed a member 
only if he pays, prior to July one, nineteen hundred sixty-three, the employee 
contributions which would have been payable had his position been included 
in the retirement system during such period. 

§ 51-111.45. Service in armed forces.-(a) Any person who was a mem
ber 0£ the abolished system and in the armed forces 0£ the United States on 
March one, nineteen hundred fifty-two, or any member 0£ the retirement system 
subsequently entflring the armed forces 0£ the United States, being on leave of 
absence from such service 0£ the State or of the Virginia public free schools 
or any other employer under this chapter and not withdrawing accumulated 
contributions shall be entitled to have included as creditable service his period 
0£ service in the armed forces 0£ the United States provided his discharge 
therefrom was not dishonorable and he reenters service within one year after 
discharge. 

(b) Any member in service who rejected membership in the abolished
system and subsequently entered the arhied forces of the United States, being 
on leave of absence from the service of the State or of the Virgiriia public free 
schools, shall be entitled to have included as creditable service his period of 
service in the armed forces of the United States, provided his discharge there
from was not dishonorable, he reentered service within one year after dis
charge * and said service has been continruous since becoming a member. 

*** 

§ 51-111.47. Employer contributions.-(a) Each employer shall con
tribute an amount equal to the swm of the "normal contribution," the "accrued 
liability contribution," if any, and the "supplementary contribution," if any. 

(b) The normal contribution for any employer £or any period shall be
determined as a percentage, equal to the normal contribution rate of the total 
covered compensation for such period of the members employed by such em
ployer in such period, reduced by an amount calculated to be equal to the 
.estimated excess, if any, of the net investment income during such period on 
the assets of the system allocable to the members employed by such employer 
over the amount 0£ net investment income thereon assumed in 'the computation 
of the normal contribution rate. 

* ( c) The normal contribution rate for any employer shall be determined
as the percentage * represented by the ratio of (i) the annual normal cost to 
provide tlie benefits, other than post-retirement supplements as provided for 
in§ 51-111.60:1, of the retirement system with respect to members employed 
by such employer, computed in accordance with recognized actuarial principles 
on the basis of metliods and assumptions approved by the Board, in ewcess 
of the part thereof provided by such members'. contributions, to (ii) the total 
annual compensation of such members. The normal contribution rate for each 
employer sliaZl be determined after each valuation and remain in effect until a 
new valruation is made. 

(d) The accrued liability contribution for any employer for any period
shall be determined as a percentage, equal to the accrued liability contribu
tion rate, of the total compensation for such period of the members employed 
by such employer in such period. 

( e ), The accrued liability contribution rate for any �mployer shall be
determvned as the percentage represented by the ratio of (i) the level annual 
contribution necessary to amortize the unfunded accrued liability witli respect 
to 8'uch employer over a period of forty years, computed in accordance with 
recognized actuarial principles on the basis of methods and asswmptions ap
proved by the Board, to (ii) the total annual compensation of such members. 
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The accrued liability contribution rate for each employer shall be determined 
after each valuation and shall remain in effect until a new valuation is made. 

(f) The unfunded accrued liability with respect to any employer as of
any valuation date shall be determined, in accordance with recognized actuarial 
principles on the basis of methods and a_ssumptions approved by the Board, as 
the excess of (i) the then present value of the benefits, other than post-retire
ment supplements as provided for in§ 51-111.60:1, to be provided under the 
retirement system in the future with respect to members employed by such 
employer and to former members formerly employed by such employer over 
(ii) the sum of the assets of the retirement system then currently on hand in
the members' contribution account with respect to such members and in the

, employer's retirement allowance account, plus the then present value of the 
stipulated contributions to be made in the future by such viembers, plus the 
then present value of the normal contributions expected to be made in the 
fut·ure by the employe_r. 

(g) The supplementary contribution for any employer for any period
shall be determined as a percentage, equal to the siipplementary contribution 
rate, of the total compensation for such period of the members employed by 
such employer in such period. · . 

(h) Tlie supplementary contribution rate for any employer shall be de
termined as the percentage represented by the ratio of (i) tlie average annual 
amount of post0retfrement supplements as provided for in§ 51-111.60:1 which 
it w anticipated will become payable during the period to which tlie rate will 
be applicable with respect to former members formerly employed by such 
employer, to (ii) the total annual compensation of the members employed by 
such employer. The supplementm·y contribution rate for each employer shall 
be determined after each valitation and shall remarvn in effect until a new 
valuation is made. 

(i) The Board shall certify to the Comptroller, and to each employer
contributor other than· the State, the applicable normal contribution rate, 
accrued liability contribution rate and supplementary contribution rate, and 
* any changes made therein from time to time.

* (j) The aggregate employer total contributions payable into the re
tirement allowance account shall be at least sufficient, when combined with 
the applicable amount th�n held in the account, to provide the benefits pay
able from the account durmg the current year. 

* (le) At least thirty days prior to each regular session of the General
Assembly, the Board shall certify to the Governor the respective amounts 
which will become due and payable to the retirement system from the State 
treasury during the biennium next following. The amounts so ascertained 
shall be included in the appropriation bill which is submitted to the General 
Assembly. 

* (l) In_ the case of all teachers whose compensation is paid exclusively
out of funds derived from local revenues and appropriations from the general 
fund of the State treasury, and in the case of all State employees whose com
pensation is paid exclusively by the State out of the general fund of the State 
treasury, the State shall be the sole contributor, and all such contributions 
shall be paid out of the general fund. In the case of any teacher whose com
pensation is paid out of funds derived in whole or in part from any special 
fund, or from a contributor other than the State or some political subdivision 
thereof, then in any year, there shall be paid out of the general fund only 
such proportion of the contributions on behalf of such employee as that part 
of such employee's compensation paid out of local revenues and funds derived 
from the general fund for that year bears to his total compensation for that 
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:year, and the remainder 0£ such contributions shall be paid out of such special 
fund or by such other contributor in proportion to that part of the employee's 
compensation derived therefrom. In the case of a State employee whose com
pensation is paid in whole on in part out of any special fund, or by any con
tributor other than the State, then contributions on behalf of such employee 
in any year shall be paid out of such -special fund, or by such other contrilm
tor, in proportion to that part of the employee's compensation derived there
from for that year. The governing body of each county, city and town is 
hereby authorized to make such appropriations from the funds of such county, 
city or town as shall be necessary to pay its proportionate share of contribu
tions on account of every State employee whose compensation is paid in part 
by such county, city or town. 

§ 51-111.49. Members' contribution account.-(a) The members' con-·
tribution account shall be the account to which all members' contributions and 
interest allowances as provided in this chapter shall be credited; from this 
account shall be paid the accumulated contributions of a member required to 
be returned to him upon withdrawal, or paid in the event of his death before 
retirement. 

(b) In the case of all members paid directly out of the State treasury, the
Comptroller shall, at the end of each payroll period, transfer to the members' 
contribution account from each fund in the State treasury out of which the 
salary 0£ any member is paid, an amount equal to the aggregate amount of 
the deductions made £or the preceding payroll period from the salaries of all 
members paid out 0£ such fund in the State treasury. The Comptroller shall 
forward a record of all such transfers to the Board. In all other cases the 
employer, or the department, agency or institution, by which any member's 
compensation is paid, shall, at the end of each payroll 'period, transmit to the 
State Treasurer its warrant £or the payment of an amount equal to the aggre
gate amount of the deductions made for such payroll period from the salaries 
of all members paid by such employer, department, agency or institution, for 
the preceding payroll period. The funds collected by the Treasurer on account 
of such warrants shall be credited to the members' contribution account. The 
Treasurer shall transmit to the Comptroller and to the Board a record of all 
moneys so collected. 

( c) Each contribution provided £or in § 51-111.46 and each payment made
under § 51-111.41 :1, to the extent provided £or therein, shall be credited to the 
individual account of the contributing member. 

(d) Each individual account of the members' contribution account shall,
prim: to the fiscal year_ beginning July one, nineteen ·hundred seventy, be 
credited annually with mterest at the rate of two per centum per annum on 
the accumulated contributions of the member; each sucli account shall, effec� 
tive the fiscal year beginning July one, nineteen hundred seventy, be credited 
annually with interest at the rate of four per centum per annum, on the accum� 
ulated contributions of the member; provided however that interest shall 
accrue on any such contribution beginning at the end of the fiscal year in 
which each such contribution was made. 

*** 

* ( e) Upon the retirement of a member, his accumulated contributions
shall be transferred from the members' contribution account to the retirement 
allowance account. 

§ 51-111.53. Service retirement.-(a) Normal retirement.-Any member
in service at his normal retirement date may retire at any time then or there
after upon written notification to the Board, made by the member or his em
ployer, setting forth at what time the retirement is to become effective, pro-
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vided that such effective date shall be after his last day of service but shall 
not be more than ninety days prior to or subsequent to the filing of such notice. 

(b) Early retirement.-Any member in service on or after his sixtieth
birthday, or, at the time he has complied with the requirements for retirement 
set forth in chapter 36 of the Code of 1919 as it existed immediately prior to 
July one, nineteen hundred forty-two, in the case of a teacher who would have 
qua'lified for service retirement prior to his normal retirement date under the· 
provisions of the abolished system and in either case prior to his normal retire
ment date, may retire upon written notification to the Board, made by the 
member or his employer, setting forth at what time the retirement is to become· 
effective, provided that such effective date shall be after his last day of service 
and after the filing of such notice but shall not be more than ninety days 
subsequent to the filing of such notice. 

( c) Def erred retirement for members terminating service.-Any member
having terminated service (i) prior to July one, nineteen hundred sixty-six 
after fifteen or more years of creditable service or (ii) subsequent to June· 
thirtieth, nineteen hundred sixty-six and prior to June tliirtieth, nineteen 
·n.undred seventy after ten or more years of creditable service or (iii) subse
quent to June thirtieth, nineteen liundred seventy after five or more year
creditable service, may retire under the provisions of paragraphs (a) or (b) 
above, provided that he shall not have withdrawn his accumulated contribu
tions prior to the effective date of his retirement, and except that any require
ments as to the member being in service shall not apply; provided further 
however that no member shall be entitled to the benefits of this paragraph if 
his employer certifies that his service was terminated because of dishonesty, 
malfeasance or misfeasance in office; such certification may be appealed to the· 
Board, and its decision shall be final. 

§ 51-111.54. Retirement on �ttaining sixty-five or seventy years of age ..
-Any member who is a State employee or a teacher, both as defined in § 51-
111.10, and who attains seventy years of age shall be retired forthwith; pro
vided that the employer may provide for the compulsory retirement of his
employees at any age from sixty-five to seventy; and provided that, upon the
request of his employer in the case of a teacher, or the head of the department,
institution or agency by which he is employed, in the case of a ,State employee,
he may remain in service not longer than the last day of the fiscal year during
which he attains seventy years of age; and provided further that this section
shall not apply to (a) any member who is appointed by the Governor or to
any member appointed by the Attorney General as an assistant Attorney Gen
eral; * or, any member who is a physician employed by the Department of
Mental Hygiene and Hospitals, if his retention in service is approved by the
Commissioner of Mental Hygiene and Hospitals, and (b) any member who,
is the clerk or deputy clerk of a court *. Notwithstanding the foregoing pro
visions, the Governor may, in his discretion, in the case of a member appointed
by him who has attained the age of seventy years, retain such member in
service as a consultant if in the opinion of the Governor such member has by
reason -of long service and experience become specially fitted to perform duties.
essential to the administration of the affairs of the State. The salary of any
5;uch consultant shall be fixed by the Governor.

*** 

§ 51-111.55. Service retirement allowance.-(a) Retirement allowance�
-Upon retirement as provided in � 51-111.53, on or after July one, nineteen
hundred * se1)(mty, a member shall receive an annual retirement allowance
payable monthly to him for life, subject to the provisions of subsection * (.f)
of this section,· determined in accordance with paragraph (1) or (2), which
ever is applicable, and paragraph (3), if applicable:
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(1) Normal retirement under § 51-111.53(a).-An * allowance equal to
one and * one-half per centum of his average final compensation multiplied 
by his number of years of creditable service, subject to the provisions of sub
section * ( c) * of this section, provided, however, that in no event shall such 
allowance emceed seventy-five per centum of liis average final compensation. 

(2) Early retirement under§ 51-111.53(b).-An * allowance which shall
be determined in the same manner as for retirement at his normal retirement 
date with years of creditable service and average final compensation being 
determined as of the date of his actual retirement, * with the amount of the 
retirement allowance so determined being reduced on an actuarial equivalent 
basis for the period that the actual retirement date precedes the normal re
tirement date, subject * to the provisions of subsection * ( d) of this section; 
provided further that the retirement allowance of a member retiring on or 
after his sixtieth birthdate and with at least thirty years of creditable service 
shall not be so reduced. 

*** 
(3) Additional allowance.-In addition to the allowance payable under

* paragraph (1) or paragraph (f!) of this section, a member shall receive an
additional allowance which shall be the actuarial equivalent for his attained age
at time of retirement, of the excess, if any, of his accumulated contributions
transferred from the abolished system to the retirement system, including in
terest credited since such transfer to the date of retirement, over the amount
obtained by accumulating at the rate of two per centum compounded annually,
annual amounts equal to four per centum of his annual creditable compensa
tion at the date of abolition of the Virginia Retirement System for a period
equal to his period of membership in the abolished system and with interest
credited at two per centum annually from the date of such transfer to the
date of retirement.
- (b) Special quarantee.-In the case of an'// beneficiar'I/ retired for service
on or after Marcii one, nineteen liundred fifty-two and prior to July one, nine
teen hundred seventy, the annual retirement allowance payable on and after
July one, nineteen hundred seventy shall be equal to the larger of (i), twelve
elevenths of the allowance that would have been paid theretofore ewcept for
the application of provisions corresponding to those contained in subsections
( a) and ( d) of this section and (ii), the allowance tlieretofore paid.

( c) Normal retirement guarantee.-Subject to the provisions of subsec
tion * ( e) of this section, the retirement allowance payable upon normal re
tirement to a former member of the abolished system who transferred his 
accumulated contributions to the retirement system as provided in § 51-111.41 
and who has not withdrawn such contributions prior to retirement shall not 
be less than the excess, if any, of the service retirement allowance to which 
the member would have been entitled under the provisions of the abolished 
system if he had continued contributions in the amount in effect at the date of 
abolition of such system or, in the case of a member with thirty or more 
years of creditable service, the larger of . such allowance or the minimum 
retirement allowance ewcludinq post-retirement supplements of the type pro
vided for in§ 51-111.60:1, but including increases provided by the General 
Assembly of Virginia, payable to former members of the abolished system 
who retired for service with thirty or more years of creditable service under 
the provisions of the retirement acts in effect prior to March one, nineteen 
hundred fifty-two, over the annual primary social security benefits under the 
federal Social Security Act to which the in.ember becomes entitled at his re-
tirement date. 

(d) Early retirement guarantee.- Subject to the provisions of subsec
tion* (e) of this section, the retirement allowance payable upon early retire-
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ment to a former member of the abolished system who transferred his accumu
lated contributions to the retirement system as provided in § 51-111.41 and 
who has not withdrawn such contributions prior to retirement, and who would 
have qualified prior to normal retirement for a service retirement allowance 
under the abolished system, shall, prior to the member's sixty-fifth birthday, 
not be less than the service retirement allowance that would have been pay
able under the provisions of the abolished system, nor after the member's 
sixty-fifth birthday shall it be less than the excess, if any, of the larger of 
such allowance or the minimum retirement allowance, ewcludin_q post-retire
ment supplements of the type p1·ovided for in§ 51-111.60:1, but including in
creases provided by the General Assembly of Virginia, payable to former mem
bers of the abolished system who retired for service under the provisions of 
the retirement acts in effect prior to March one, nineteen hundred fifty-two, 
over the annual primary. social security benefits under the federal Social 
Security Act to which the member becomes entitled at his sixty-fifth birthday, 

. or to which he would have become entitled at such birthday except for having 
elected to have his social security benefits commence at an earlier date. 

*** 

* (e) Determination of retirement allowance.-For the purposes of sub
sections ( c) and ( d) * of this section, the retirement allowance shall be de
termined on the assumption that the retirement allowance is payable to the 
member alone and that no optional retirement allowance as provided in § 51-
111.60 is elected 

* ( f) Beneficiary serving in position covered by this chapter.-Should
a beneficiary of a service retirement allowance under this chapter or the abol
ished system be at any time in service as an employee in a position covered 
for retirement purposes under the provisions of this or any chapter other than 
Chapter 3.1 (§ 51-111.1 et seq.) of this title, if the State contributes any of the 
employer salary cost for the position, his retirement allowance shall cease while 
so employed. 

§ 51-111.57. Disability retirement allowance.-(a) Allowance payable on
retirement.-Upon retirement as provided in § 51-111.56 on or after July one, 
nineteen hundred * seventy, a member shall receive an annual retirement al
lowance payable monthly during his lifetime and continued disability equal 
to one and * one-lwlf per centum of his average final compensation multi
plied by the smaller of : 

( i) twice the number of his years of creditable service; or

(ii) the number of years of creditable service he would have completed at
age sixty if he had remained in service to that age, or in the case
of a member who has already attained age sixty, the number of his
years of creditable service at date of retirement;

subject * to the provisions of subsections (b), ( c) and ( d) of this section, 
provided, however, that in no event sliall such allowance emceed seventy-five 
per centum of his average final compensation. 

In the case of any beneficiary retired for disability on or after March one, 
nineteen hundred fifty-two and prior to * July one, nineteen hundred *

seventy who has attained his sixty-fifth birthday prior to * July one, nineteen 
hundred * seventy, and whose retirement allowance has been recomputed as 
a service retirement allowance, the annual retirement allowance payable on 
and after July one, nineteen hundred * seventy shall be equal to * twelve
elevenths of the allowance theretofore paid. In the case of any such beneficiary 
who has not attained his sixty-fifth birthday prior to * July one, nineteen 
hundred * se1.,enty, and whose allowance is not computed under a specific pro
vision relating to a "law enforcement officer disability allowance," the allow-
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ance payable on and a:fter July one, nineteen hundred* seventy shall be equal 
to the allowance theretofore paid subject to the provisions o:f subsection ( c) 
o:f this section, until his sixty-fi:fth birthday. On and a:fter the sixty-fi:fth 
birthday o:f such a beneficiary, the allowance payable shall be equal to the 
service retirement allowance for normal retirement determined in accordance 
with paragraph ( 1) o:f subsection (a) o:f § 51-111.55, except that subsection ( c) 
* of § 51-111.55 shall not apply, on the assumption that his creditable compensa
tion on the date of disability retirement continued in the same amount up to his
sixty-fifth birthday and on the assumption that years of creditable service at
normal retirement included both the creditable service prior to disability re
tirement and the period of disability retirement.

(b) Disability retirement guarantee.-The disability retirement allow
ance payable to a former member of the abolished system who transferred his 
accumulated contributions to the retirement system and who has not with
drawn such contributions prior to such retirement, shall be at least an amount 
which, when added to the primary social security benefits to which the mem
ber may become entitled under the federal .Social Security Act in effect at his 
retirement date, would equal the disability retirement allowance to which the 
individual would have been entitled under the prvoisions o:f the abolished 
system. 

(c) Minimum disability retirement allowance.-Notwithstanding the
provisions of subsection (a) of this section, the amount o:f annual retirement 
allowance as determined under this section shall, effective six months after 
retirement date and subject to the provisions of subsection ( e) of this section, 
be at least an amount which when added to the primary social security bene
fits to which the member may become entitled under the :federal Social Se
curity Act in effect at his retirement date would equal one thousand dollars 
or twenty-five per centum of average final compensation, whichever is larger, 
provided further the annual amount of the combined retirement system al
lowance and primary social security benefit for any member retired or retiring 
and credited with twenty or more years of service at the time of retirement 
shall, effective six months after retirement date, and subject to the provisions 
o:f subsection ( e) o:f. this section, not be less than the retirement allowance pay
able excluding post-retirement supplements of the type provided for in § 51-
111-60 :1, but including increases provided by the General Assembly of Vir
ginia, to former members retired for disability under the provisions of the
retirement acts in effect prior to March one, nineteen hundred fifty-two.

(d) Special disability retirement guarantee.-Notwithstanding the pro
visions of subsection (a) of this section, if a member retires a.fter June thirty, 
nineteen hundred sixty-six for disability under the provisions of subsec.tion
(b) of � 51-111.56, the amount of annual retirement allowance as determmed

under this section shall, subject to the provisions of subsections ( e) and ( f)
o:f this section, be at least an amount which when added to the primary social
security benefits to which the member may become entitled under the :federal
Social Security Act in effect at his retirement date would equal two-thirds of
the sum of the member's average final compensation plus twelve hundred
,dollars.

( e) Determination o:f retirement allowance.-For the purposes of this sec
-tion, the retirement allowance shall be determined on· the assumption that the 
Tetirement is payable to the member alone and that no optional retirement 
·allowance is elected.
· (f) Reduction o:f allowance by amount of payments under Workmen's
·Compensation Act.-Any allowance payable to a member under this section
shall be reduced by the amount of any payments under the Jirginia "\V'ork
men's Compensation Act and the excess of the allowance, 1f any, shall be
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paid to such member. When the time for payments of the compensation under 
such act has elapsed, the member shall thereafter receive the full amount of 
such allowance payable monthly during his lifetime and continued disability. *

§ 51-111 :58. Withdrawal before retirement.-(a) If a member has ceased
to be an employee, otherwise than by death or by retirement under the pro
visions of this chapter, he shall be paid, on demand or as soon thereafter as 
practicable, but not later than ninety days * after demand, the amount of his 
accumulated contributions reduced by the amount of any retirement allow
ances previ?usly received by him under any of the provisions of this chapter 
or the abolished system. 

(b) N otwitlistanding any p1•ovision in subsection ( a) above to tlie con
trary a member wlw retires under tlie provisions of subsection (b) of § 51-
111.56 sliall be refunded tlie amount of liis accumulated contribidions. 

§ 51-111.58 :1. Death before retirement.-(a) Should a member die at
any time before retirement, and if no benefits are payable under subsection 
(b) of this section, the amount of his accumulated contributions, reduced by
the amount of any retirement allowance previously received by him under this
chapter or the abolished system, shall be paid to such person, if any, as he has
nominated by written designation signed and acknowledged by such member
before some person authorized to take acknowledgments and filed with the
Board, otherwise to his executors or administrators. Any such designation
may be changed by the member by the written designation of some other per
son, signed, acknowledged and filed as aforesaid.

(b) Should a member in service die, at any time before retirement and
after either attaining his sixtieth birthday or completing at least thirty years 
o:f creditable service and i:f no benefits are payable under subsection ( c) o:f this 
section there shall be paid a retirement allowance to the person nominated 
as provided in subsection (a) of this section if such person is the wife, 
husband, mother or father of the member; such retirement allowance shall 
be continued during the lifetime of such person and shall be, ( 1) in the 
case of a member who dies prior to attaining his sixty-fifth birthday, an 
allowance equal to one-half of the decreased retirement ailowance that would 
have been payable to the member had the member retired under the provisions 
of subsection (b) of§ .51-111.53 on the date of his death after having elected to 
have his allowance payable under the joint and last survivor option described 
in subsection (a) (2) of§ 51-111.60 so that one-half thereof would be continued 
after his death to such person, assuming, in the case of a member who had not 
attained his sixtieth birthday at his date of death, that the requirement of 
having attained his sixtieth birthday was not included in the provisions of 
subsection (b) of § 51-111.53, and that the retirement allowance payable in 
such event would be reduced on an actuarial equivalent basis for the period by 
which the date of death preceded the date the member would have attained his 
sixtieth birthday; or, (2) in the case of a member who dies after attaining his 
sixty-fifth birthday, an allowance equal to the deceased retirement allowance 
that would have been payable to the member had the member retired under the 
provisions of subsection (a) of § 51-111.53 on the date of his death after having 
elected to have his allowance payable under the joint and last survivor option 
described in subsection (a) (2) of § 51-111.60 so that the same amount 
would be continued after his death to such person. Provided that in the de
termination of the allowance that would have been payable to the member had 
the member retired on the date of his death, the provisions of subsections (b), 
( c) and ( d) of § .51-111.55 sq all not apply; and provided further that if such
person so elects in writing under seal and duly acknowledged, the amount of
t�e member's accumulate_d contribu�ions, redu:ed by the a!Ilount of any re- ,
tirement allowance prev10usly received by him under this chapter or the
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abolished system, shall be paid to such person in lieu 0£ any other benefits 
under this subsection. 

( c) Should a member die in service at any time before retirement from a
cause compensable under the Virginia Workmen's Compensation Act, an an
nual retirement allowance shall be paid to the widow or widower, if any, of 
such member. In the event no compensation is finally awarded under the Vir
ginia Workmen's Compensation Act with respect to the death of a member, 
due to legal proceedings or otherwise resulting in settle�ent from the person 
or persons causing such death, the Virginia Industrial Commission, upon re
quest of the Board, shall :for the purpose of this section determine whether 
such member's death was from a cause compensable under the Virginia Work
men's Compensation Act. If such member leaves no widow or widower, or the 
widow or widower dies or remarries, then the child or children under the age 
of eighteen years, if any, of the deceased member, shall be paid an allowance 
until such child or children dil3 or attain the age of eighteen years, whichever 
shall first occur. If more than one child survives the deceased member, the 
allowance shall be divided among them in such manner as the Board may de
termine. If the deceased member leaves neither widow, widower nor child 
or children under the age of eighteen years, then such allowance shall be paid 
to the member's parent or parents wholly dependent upon him :for support, 
divided in such manner as the Board may determine, during the life or lives 
of such parent or parents. 

The retirement allowance, payable hereunder to a qualifying survivor or 
survivors, shall be the annual amount, payable monthly, which when added to
the social security benefit payable to such qualif1Jing survivor or survivors as 
result of coverage of the member under the °federal .Social Security Act and the 
compensation payable under the Virginia Workmen's Compensation Act :for 
the death of the member, shall be equal to one-half of the sum 0£ the member's 
average final compensation and twelve hundred dollars. * 

Any beneficiary entitled to the entire amount 0£ a retirement allowance 
under· the provisions of this subsection as a result of the death of a member 
shall be entitled to waive his rights to such allowance by written notification 
to the Board within ninety days after the death of such member in order to 
make available a retirement allowance under the provisions of subsection (b) 
of this section. 

§ 51-111.60. Optional benefits.-(a) Each member shall have the right
at any time, not subsequent to the later of the effective date of the member's 
retirement or the date of written notification to the Board of the retirement of 
the member, to elect to have his retirement allowance payable under one of the 
options set :forth in this section in lieu of the retirement allowance otherwise 
payable to him upon retirement under any of the provisions of this chapter. 
The amount of any such optional retirement allowance shall be the actuarial 
equivalent of the amount of such retirement allowance otherwise payable to
him. The member shall make such an election by written request to the Board 
and such an election shall be subject to the approval of the Board. 

(1) Straight life option.-A member may elect to receive an increased
retirement allowance in lieu of any death benefits as provided in § 51-111.59. 

(2) Joint and last survivor option.-A member may elect to receive a de
creased retirement allowance during his lifetime and have such retirement 
allowance ( or one-half thereof if so designated) continued after his death to 
another person during the lifetime of such person; provided, however, that 
if the member's retirement is for disability, the election 0£ the retirement al
·lowance to be continued after the member's death shall be limited to one-half
of the decreased retirement allowance received by the member during his life-
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time. In case of such an election death benefits that might otherwise be pro
vided under § 51-111.59 shall not be payable upon the death of the member. 
This option may not be elected by a member if the social security option 0£ 
paragraph (a) ( 3) hereof has previously been elected. 

(3) Social security option.-If a member retires for service prior to his
normal retirement date, he may elect to receive an increased retirement allow
ance up to his normal retirement date and a decreased retirement allowance 
thereafter, thereby providing a more nearly level retirement allowance when 
such decreased retirement allowance is added to his anticipated primary bene
fits under the federal Social ,Security Act. The election of this option shall 
automatically revoke any previous election under the joint and last survivor 
option of paragraph (a) (2) hereof. 

(4) Other options.-Some other benefits may be paid either to the mem
ber or to such person or persons as he shall select. 

(b) The election by a member of any one of the options stated in this sec
tion shall be null and void if the member dies prior to retirement, and the 
election of a member of the option stated in paragraph (a) (2) hereof shall be 
null and void if the designated person dies before the member's retirement. 

(c) A member who has elected any one of the options stated in this sec
tion may, at any time prior to the later of the effective date of the member's 
retirement or the date of written notification to the Board of retirement of the 
member, revoke such an election by written notification to the Board. 

(d) Notwithstandinq tlie provisions of subsections (a) and (b) of this
section, a retired member who has elected the option provided under paragraph 
(2) of subsection ( a) of this section, may elect a second joint and survivor
option, subject to a further actuarial reduction in the amount of the retirement
allowance, in the event his contingent annuitant predeceases him.

§ 51-111.60:1. Post-retirement supplements.-(a) In addition to the al
lowances payable under§ 51-111.55, § 51-111.57, § 51-111.58:1 and§ 51-111.60 
of this chapter, post-retirement supplements shall be payable in accordance 
with the provisions of this section to the recipients of such allowances. Such 
supplements shall be subject to the same conditions of payment as are such 
allowances. 

(b) The amounts of the post-retirement supplements provided for here
under shall be determined as percentages of the allowances supplemented liere
by. Said percentages shall be determined by reference to the increase, if any, 
in the United States .Average Consumer Price Index for all items, as pub
lished by the Bureau of Labor Statistics of the United States Department of 
Labor, from its monthly average for the calendar year in which the allowance 
initially commenced as a result of the death or retirement of a member of the 
system to its monthly average for the calendar year immediately prior to the 
calendar year' as of which the (JJJnOunt of the post-retirement supplement is 
determined. 

(c) .Amounts of post-retirement supplements shall be determined initially
as of July one, nvneteen lvundred seventy, and successively biennially there
after except as may be otherwise determined by the General .Assembly of 
Virginia. No change in the amount of any post-retirement supplement 
shall be effected between determination dates except as necessary to reflect 
changes in the amount of the allowance being supplemented, to the end that 
any post-retirement supplement shall remain a constant percentage of the 
respective allowance being supplemented, nor shall any new post-retirement 

. supplement be commenced except as of a determination date. The post-retire
ment supplement determvned as of any determination date shall become effea-
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tive as of the payment date newt following suah determination date, and shall be 
in lieu of any post-1·etirement supplements previously payable, wliiali shall 
thereupon be terniinated. 

§ 51-111.62. Reduction of disability retirement allowance.-Whenever
a beneficiary of a disability retirement allowance is prior to his normal re
tirement date engaged in, or is able to engage in, gainful occupation or work 
paying more than the difference between his disability retirement allowance 
and the sum of his average final compensation plus twelve hundred dollars, 
the Board may reduce such retirement allowance to an amount which, together 
with the amount earnable by the beneficiary equals the amount of the sum of 
his average final compensation pvus twelve hundred dollars, or, at the option 
of the Board, equals the amount of the sum of his average final compensation 
plus twelve hundred dolla1'8 adjusted to allow for increases in the cost of living 
since the date of retirement. In determining the net amount considered to be 
earnable by the beneficiary, the Board may take into account the amount of 
any medical expenses directly incurred by the beneficiary to reduce or elimi
nate the cause of disability. 

§ 51-111.67 :7. Policies to provide for accounting to Board; special con
tingency reserve.-Each policy purchased by the Board pursuant to the pro
visions of this article shall provide for an accounting to the Board not later 
than ninety days after the end of each policy year, which shall set forth, in 
a form approved by the Board, (1) the amounts of premiums actually accrued 
under the policy from its date of issue to the end of such policy year, (2) the 
total amount of all mortality and other claim charges incurred for that period, 
and ( 3) the amounts of the insurer's expenses and risk charges for such period. 
Any excess, or portion of such excess, of the total of item (1) over the sum of 
items (2) and (3) may, with the approval of the Board, be held by the in
surance company issuing the policy as a special contingency reserve to be used 
by such insurance company for charges under such policy only, such reserve 
to bear interest at a rate to be determined in advance of each policy year by 
the insurance company issuing the policy, which rate shall be approved by the 
Board as being consistent with the rates generally used by such company :for 
similar :funds held under other group life insurance policies, and any portion 
of suah excess not so held by the insurance aompany shall be lield by tlie Board 
to be used for charges •under such poli<Jy only,· provided, that if and when the 
Board determines that such special contingency reserve has attained an am.ount 
estimated by it to make satisfactory provision for adverse fluctuations in fu
ture charges under the policy any :further such excess shall inure to the benefit 
o:f the Co1nmonwealth and other employers participating in the insurance as 
determined by the Board. 

§ 51-111.70 :1. Additional benefits for teachers and State employees re
tired under such plans.-(a) On and after July one, nineteen hundred and 
sixty-two the amount o:f the retirement allowance otherwise payable thereafter, 
including any increase in such allowance payable under § 51-111.70, to any 
:former teachers or State employees retired under the provisions of chapter 36 
o:f the Code of 1919 as it existed immediately prior to July one, nineteen hun� 
dred and forty-two or the provisions of the repealed Virginia Retirement Act, 
and who, in the case o:f service retirement, have attained sixty-five years o:f 
age, shall be increased by twelve and one-half per centum. 

(b) On and after July one, nineteen hundred and sixty-four each retired
teacher and State employee included under paragraph (a) hereof shall have his 
re�irement allowance increased by ten per centum of the total amount other
wise payable under paragraph (a). 

· (c) On and after July one, nineteen hundred and sixty-six each retired
teacher and State employee included under paragraph (a) hereof shall have his 
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retirement allowance increased by twenty-two and two-tenths per centum. of 
the total amount otherwise payable under l)aragraphs (a) and (b). 

(d) On and after July one, nineteen hundred and sixty-eight each retired
teacher and State employee included under paragraph (a) hereof shall have 
his retirement allowance increased by ten per centum of the total amount 
otherwise payable under paragraphs (a), (b) and ( c). 

(e) On and after July one, nineteen hundred seventy, each retired teacher
and State employee included under paragraph ( a) hereof shall have his retire
ment allowance ine1·eased by nine and one-tenth per centum of the total amount 
otherwise payable under paragraphs (a), (b), (c) and (d). 

2. That §§ 51-111.38 :10 .through 51-111.38 :16 of the Code of Virginia be
repealed.

3. That the provisions of this act shall be in :force and effect on and after
July one, nineteen hundred seventy.

A BILL to amend and reenact§§ 51-146, 51-148, 51-150, 51-151, 51-153, 51-155 
and 51-156, as severally amended, of the Oode of Virginia, relating to the 
Virginia State Police Officers Retirement System; and to amend the Oode 
of Virginia by adding a section numbered 51-157.1, relating to post-retire
ment supplements to, be paid under the System. 

Be it enacted by the General Assembly of Virginia: 

1. That §§ 51-146, 51-148, 51-150, 51-151, 51-153, 51-155 and 51-156, as sever
ally amended, of the Code of Virginia be amended and reenacted; and that the
Code of Virginia be amended by adding a section numbered 51-157.1; as
follows:

§ .51-146. Creditable service.-(a) Prior service credit of any member
shall include service rendered prior to July one, nineteen hundred and fifty 
except that prior service credit :for those members who elected not to be in
cluded in membership of the Virginia Retirement System shall be subject to 
the provisions of subsection (b). The accumulated contributions of a member 
under the Virginia Retirement System shall, :for purposes of this chapter, be 
considered to have been made hereunder. 

(b) Any member who elected not to be included in membership of the Vir
ginia Retirement System shall be credited with his period of service, if any, 
prior to July one, nineteen hundred and :forty-two, but not for the period be
tween that date and July one, nineteen hundred and fifty except by making a 

· payment as provided in subsection ( c), provided that if the member's contri
butions were withdrawn under § 51-109 of the Virginia Retirement System or
§ 51-155 or corresponding previous provisions of this chapter, credit :for all
of the memberls service since July one, nineteen hundred and :forty-two has
been established or reestablished as provided in subsection ( c) of this section.

(c) Any member may .be credited with prior and/or membership service
which might otherwise have been credited except :for one or more of the :follow

. ing: 

(i) · Rejection of membership in the Virginia Retirement System;

(ii) Cessation of membership under former § 51-49 of the Code and/or
under § 51-145 or corresponding previous provisions of this chaptBr because 
of withdrawal of his accumulated contributions under :former § 51-109 of the 
Code or under § 51-155 or corresponding previous provisions of this chapter; 
provided such member pays, * while in service or within ninety days after 
termination of service, an amount equal to the contributions that he would have 
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made during the entire period to be credited ( exclusive of any such period 
prior to June thirty, nineteen hundred and forty-two and exclusive of any 
period subsequent to June thirty, nineteen hundred and forty-two during which 
the member was in the armed forces of the United States) on the assumption 
that the member contribution rate specified in § 51-147 as of the date of pay
ment had been in effect during the entire such period and that his creditable 
compensation as of the date of payment ( or as of the last date in service, if the 
member is not in service at date of payment) had been received during the 
entire such period, together with interest thereon at the rate of two per centum 
per annum compounded annually from the end of each respective fiscal year 
to which the contribution applies to the first day of the month during which 
payment is made. Such interest payment, and the amount of contributions 
paid, shall be credited to the account of the member in the member's con
tribution account. 

( d) In order for the additional service provided for in subsection ( c) of
this section to be considered in the computation of any retirement allowance 
payable in the event of a member's retirement under § .51-152, the member 
shall have submitted at the time payment or repayment is made, a medical 
report satisfactory to the Medical Board showing that the member was at such 
time of sound mind and body. 

( e) An administrative charge of five dollars shall be paid by the member
to the retirement system when requesting a cost estimate of the amount of any 
payment required under subsection (c) of this section. 

(f) Any member who, after July one, nineteen hundred and fifty, entered
or enters the armed forces of the United States on leave of absence from serv
ice, and who does not withdraw his accumulated contributions, shall be en
titled to have included as creditable service his period of service in such armed 
.forces provided his discharge therefrom was not dishonorable and he reenters 
service within one year after dicharge. Any member who rejected membership 
in the Virginia Retirement System and subsequently, on leave of absence from 
service, entered the armed forces of the United States, shall be entitled to have 
.included as creditable service his period of service in such armed forces pro
vided his discharge therefrom was not dishonorable, he reenters service within 
one year after discharge and * said service has been continuous since becoming 
a member. 

(g) If within five years after ceasing to be employed as a .State police
officer, provided he has not been paid his accumulated contributions, the mem
ber accepts employment in a position not covered by this chapter but covered 
under the Virginia Supplemental Retirement Act, he shall be entitled to credit 
for his previous cerditable service under this chapter upon transfer of his· 
accumulated contributions to the members' contribution account in the Virginia 
Supplemental Retirement System. In such cases, future retirement rights shall
be as set forth in the Virginia Supplemental Retirement Act. · · · 

(h) Service qualifying for credit under the provisions of the Virginia
Supplemental Retirement Act shall be included as creditable service for the 
purposes of this chapter, provided the requirements as set forth in the act for 
crediting such service thereunder have been complied with by the member and 
any payment . required thereunder credited in the member's contribution 
account. 

§ 51-148. Contributions by State.- * The State shall contribute * an
amount equal to the sum of the "normal contribution," * the "accrued liabilit11
contribution," if any, and the "supplementary contribution, if any which 
.amount shall be determined and paid as provided in* § 51-111.47 and'in such 
other provisions of the Virginia Supplemental Retirement Act as may be ap- · 
,plicable to employer contributions. . . 
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§ .51-150. Service retirement generally.-(a) Any member in service at
his normal retirement date shall be retired forthwith, unless the member has 
not at that time completed twenty-five years of creditable service, in which 
case he shall be retired upon the attainment of his sixty-fifth birthday or the 
completion of twenty-five years of creditable service, whichever first occurs. 

(b) Any member in service on or after his fifty-fifth birthday may retire
upon written notification to the Board, given by the member or his employer, 
setting forth at what time the retirement is to become effective, provided that 
such effective date shall be after his last day of-service and after the filing of 
such notice but shall not be more than ninety days subsequent to the filing of 
such notice. 

(c) Any member having terminated service (i) prior to July one, nines
teen hundred sixty-six after fifteen or more years of creditable service, or (ii) 
subsequent to June thirty, nineteen hundred sixty-six and prior to June thirty

) nineteen hundred seventy after ten or more years of creditable service or (iii 
subsequent to June thirty, nineteen hundred seventy after five or more years 
of creditable service, may retire under the provisions of paragraph (a) or (b) 
.above, provided that he shall not have withdrawn his accumulated contribu
tions prior to the effective date of his retirement, and except that any require
ments as to the member being in service shall not apply; provided further 
however that no member shall be entitled to the benefits of this paragraph if 
his employer certifies that his service was terminated because of dishonesty, 
malfeasance or misfeasance in office; any such certification may be appealed to 
the Board, and its decision shall be final. 

§ 51-151. · Service retirement allowance.-(a) Upon retirement as pro
vided in § 51-150, on or after July one, nineteen hundred* seventy, a member 
shall receive an annual retirement allowance, payable monthly to him for life, 
subject to the provisions of subsection ( e) of this section, determined in ac
cordance with paragraph (1) or (2), whichever is applicable: 

(1) Normal retirement under §·51-150 (a).-An * allowance equal to one
and * one-lialf per centum of his average final compensation multiplied by his 
number of years of creditable service subject, however, to the provisions of 
subsections (b) and ( c) of this section, provided, however, tliat in no event 
shall such allowance exceed seventy-five per centum of his average final com-
pensation. 

(2) Early retirement under § 51-150 (b) .-An * allowance which shall
be determined in the same manner as for retirement at his normal retirement 
date with years of creditable service and average final compensation being 
determined as of the date of his actual retirement, and the amount of the re
tirement allowance so determined being reduced on an actuarial equivalent 
basis for the period that the actual retirement date precedes the normal retire
ment date subject, however, to the provisions of subsections (b) and ( c) of 
this section; provided further that the retirement allowance of a member re
tiring· on or after his fifty-fifth birthday and with at least thirty years of 
creditable service shall not be so reduced. 

(b) In addition to the allowance payable under subsection (a) of this
section, a member shall receive an additional annual allowance, payable 
monthly, for each month after his fifty-fifth birthday and prior to his sixty
fifth birthday, equal to * two thousand* forty dollars; provided, however, that 
this subsection shall not apply to any member who qualifies for retirement 
under �ubsection (c) of § 51-150 and is credited with less than twenty years 
of service. 

(c) Subject to the provisions of subsection (cl) of this section, theretire
ment allowance payable under this section to any member who was in service 
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on June thirty, nineteen hundred* seventy shall, prior to his sixty-fifth birth� 
day, be not less, in the case of a member who retires on or after his normal 
retirement date, than an amount equal to two per centum of the sum of the 
member's average final compensation and twelve hundred dollars multiplied 
by his years of creditable service not in excess of twenty-five years or, in the 
case of a member who retires prior to his normal retirement date, than an 
amount similarly determined but reduced on an actuarial equivalent basis for 
the period by which the actual retirement date precedes the normal retirement 
date, nor after his sixty-fifth birthday shall it be less than the excess, if any, 
of such amount over the annual primary social security benefits under the 
federal Social .Security A.ct to which he became entitled at his sixty-fifth birth
day

l 
or to which he would have become entitled at such birthday except for 

havmg elected to have his social security benefits commence at an earlier date. 
( d) For the purposes of subsection ( c), the retirement allowance shall be

determined on the assumption that it is payable to the member alone and that 
no optional form of retirement allowance as provided in § 51-111.60 is elected. 
If a beneficiarv does not qualify for, or loses, primary social security benefits 
to which he is entitled under the federal Social Security A.ct because of his. 
failure to make application therefor, entering into covered employment, or 
otherwise, such primary social security benefits shall nevertheless be considered 
as being received by such beneficiary for the purposes of subsection ( c). 

( e) Should a beneficiary of a service retirement allowance under this
chapter be at any time in service as an employee in a position covered for re
tirement purposes under the provisions of this or any chapter other .than chap
ter 3.1 (§ 51-111.1 et seq.) of this title, if the State contributes any of the em
ployer salary cost for the position his retirement allowance shall cease while 
so employed. 

(f) In the case of any member retired prior to July one, nineteen hundred
* seventy, for service, the retirement allowance payable on or after July one,
nineteen hundred * seventy shall be equal to the larger of an amount or
amounts computed in accordance with the preceding subsections of this section
and the amount or amounts of the allowance that would have been payable
except for the. provisions of this subsection.

§ 51-153. Disability retirement allowance.-(a) Upon retirement as pro�
vided in § 51-152 on or after July one, nineteen hundred * seventy, a member 
shall receive an annual retirement allowance payable monthly during his life
time and continued disability equal to one and * one-half per centum of his 
average final compensation multiplied by the smaller of: 

( i) Twice the number of his years of creditable service ; or
- (ii) The number of years of creditable service he would have completed

at age sixty, if he had remained in service to that age; subject, however, to the
provisions of subsections (b) and ( c) of this section, provided, however, that
in no event shall such allowance emceed seventy-five per aentum of his average
final aompensation.

In the case of any beneficiary retired for disability prior to July one, 
nineteen hundred * seventy who has not attained his sixtieth birthday .as of 
that date, the allowance payable after July one, nineteen hundred * seventy
shall be equal to the allowance theretofore paid, subject to the provisions of 
subsection (b) of this section, until his sixtieth birthday. On and after the 
sixtieth birthday of such a beneficiary, the allowance payable shall be equal 
to the service retirement allowance for normal retirement determined in ac
cordance with paragraph (1) of subsection (a) of§ 51-151, subject to the pro
visions of subsections (b) and (c) of§ 51-151, on the assumption that credita-

40 



ble compensation on the date of disability retirement continued in the sai:ne 
amount up to his sixtieth birthday and on the assumption that years of credita.., 
ble service at normal retirement included both the creditable service prior to
disability retirement and the period of disability retirement. 

(b) Notwithstanding the provisions of subsection (a) of this section, the
amount of annual retirement allowance as determined under this section shall, 
effective six months after retirement date and subject to the provisions of sub
section ( d) of this section, be at least an amount which when added to the pri
mary social security benefits to which the member may become entitled under 
the federal Social Security A.ct in effect at his retirement date would equal one 
thousand dollars or twenty-five per centum of average final compensation, 
whichever is larger, provided further the annual amount of the combined re
tirement system allowance and primary social security benefit for any member 
retired or retiring and credited with twenty or more years of service at the 
time of retirement shall, effective six months after retirement date, and sub.., 
ject to the provisions of subsection ( d) of this section, not be less than the 
retirement allowance payable excluding post-retirement supplements of the
type provided for in § 51-157.1, but including increases provided by law, to
former members retired for disability under the provisions of the retirement 
acts in effect prior to March one, nineteen hundred and fifty-two. 

( c) Notwithstanding the provisions of subsection (a) of this section, if a
member retires for disability under the provisions of subsection (b) of § .51-
152, the amount of annual retirement allowance as determined under this sec
tion shall, subject to the provisions of subsections ( d) and ( e) of this section, 
be at least an amount w-hich when added to the primary social security benefits 
to which the member may become entitled under the federal Social Security 
A.ct in effect at his retirement date would equal two-thirds of the sum of the 
member's average final compensation plus twelve hundred dollars. 

( d) For the purposes of this section the retirement allowance shall be de
termined on the assumption that the retirement allowance is payable to the 
member alone and that no optional retirement allowance is elected. If a bene
ficiary does not qualify for, or loses, primary social security benefits to which 
he is entitled under the federal Social Security A.ct because of his failure to 
make application therefor, entering into covered employment, or otherwise, 
such primary social security benefits shall nevertheless be considered as being 
received by such beneficiary for the purposes of this section. 

( e) Any allowance payable to a member under this section shall be re
duced by the amount of any payments under the Virginia Workmen's Com-, 
pensation A.ct and the excess of the allowance, if any, shall be paid to such 
member. When the time for payments of the compensation under such Act 
has elapsed, the member shall thereafter receive the full amount of such allow-, 
a.nee payable monthly during his life�ime and continued disability. 

(f) The payment of any disability allowance hereunder shall be subject to
the provisions of§§ 51-111.61, 51-111.62 and 51-111.63 to the extent applicable. 

§ 51-155. Withdrawal before retirement.-( a) If a member has ceased
to be an employee, otherwise than by death or byretirement under the provi". 

sions of this chapter, he shall be paid, on demand or as soon thereafter as prac
ticable, but not later than ninety days * after demand, the amount of his ac
cumulated contributions reduced by the amount of any retirement allowances 
previously received by him under any of the provisions of this chapter. 

(b) Notwithstanding a111!J provision in subsection (a) above to the con
trary, a member 1olw retires under the provisions of subsection (b) of§ 51-1511 
shall be refunded the amownt of his accumulated contributions. 
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§ 51-156. Death before retirement.-(a) Should a member die at any
time before retirement, and if no benefits are payable under subsection (b) of 
this section, the amount of his accumulated contributions, reduced by the 
amount of any retirement allowance previously received by him under this 
chapter, shall be paid to such person, if any, as he has nominated by written 
designation signed and acknowledged by such member before some person au
thorized to take acknowledgements and' filed with the Board, otherwise to his 
executors or administrators. Any such designation may be changed by the 
member by the written designation of some other person,.signed, acknowledged, 
and filed as aforesaid. 
· (b) Should a member die in service at any time before retirement and
after either attaining his fifty-fifth birthday or completing at leitst thirty years
of creditable service and if no benefits are l)ayable under subsection ( c) of this
section, there shall be paid a retirement allowance to the person nominated as
provided in subsection (a) of this section, if such person is the wife, husband,
mother or father of the member; such retirement allowance shall be continued
during the lifetime of such person and shall be an allowance equal to one half
of the deceased retirement allowance that would have been payable to the mem:
her had the member retired under the provisions of § 51-150 on the date of his
death after having elected to have his allowance payable under the joint and
last survivor option described in subsection (a) (2) of § 51-111.60 so that one
half thereof would be continued after his death to such person. Provided that
in the determination of the allowance that would have been payable to the
member had the member retired on the date of his death, the provisions of
subsections (b) and (c) of§ 51-151 shall not apply, and provided further, that
if such person so elects in writing under seal and duly acknowledged, the
amount of the member's. accumulated contributions, reduced by the amount of
any retirement allowance previously received by hiin under this chapter, shall
be paid to such person, in lieu of any other benefits under this subsection.

( c) .Should a member die in. service at any time before retirement from a
cause compensable under the Virginia "\Vorkmen's Compensation Act, an: an
nual retirement allowance shall be paid to the widow or widower, if any, of 
such member. In the event no compensation is finally awarded under the Vir-". 
ginia Workmen's Compensation Act with respect to the death of a member, due 
to legal proceedings or otherwise resulting in settlement from the person or 
persons causing such death, the Virginia Industrial Commission, upon request 
of the Board, shall for the purpose of this section determine whether such 
member's death was from a cause compensable under the Virginia Workmen's 
Compensation Act. If such member leaves no widow or widower, or the widow 
or widower dies or remarries, then the child or children under the age of eigh
teen years. if any, of the deceased member, shall be paid an allowance until such 
child or children die or attain the age of eighteen years, whichever shall first 
occur. If more than one child survives the deceased member, the allowance 
shall be divided among them in such manner as the Board may determine. If 
the deceased member leaves neither widow. widower nor child

° 
or children un

q.er the age of eighteen years, then such allowance shall be paid to the mem
ber's parent or parents wholly dependent upon him for support, divided in 
such manner as the Board may determine, during the life or lives of such 
parent or parents. 

. The retirement allowance, payable hereunder to a qualifying survivor or 
survivors, shall be the annual amount, payable monthly, which when added to 
the social security benefit payable to suoh qualifying survivor or survivors as 
result of coverage of the member under the federal Social Security Act and 
the compensation payable under the Virginia "\Vorkmen's Compensation Act 
for the death of the member, shall be equal to one half of the sum of the 
member's average final compensation plus twelve hundred dollars. *
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Any beneficiary entitled to the entire amount of a retirement allowance 
under the provisions of this subsection as a result of the death of a member 
shall be entitled to waive his rights to such allowance by written notification 
to the Board within ninety days after the death of such member in order to 
make available a retirement allowance under the provisions of subsection (b) 
of this section. 

§ 51-157.1. Post-retirement supplements.-In addition to the allowances
payable under§§ 61-151, 51-153, 51-154 and 51-156 of this chapter, post-retire
ment supplements shall be payable in accordance with the provisions of § 51-
111.60 :1. 

2. That the provisions of this act shall be in force and effect on and after
July one, nineteen hundred seventy.
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