
1998 SESSION

ENGROSSED

987339176
1 HOUSE BILL NO. 100
2 House Amendments in [ ] –– February 19, 1998
3 A BILL to amend and reenact § 1 of the second enactment of Chapter 5 of the 1994 Acts of Assembly,
4 Special Session I; the first enactment of Chapter 185 of the 1995 Acts of Assembly; the first
5 enactment of Chapter 203 of the 1995 Acts of Assembly; and the first enactment of Chapter 719 of
6 the 1996 Acts of Assembly, relating to accelerated payments for participants in federal retiree
7 settlement programs.
8 ––––––––––
9 Patron––Cranwell

10 ––––––––––
11 Referred to Committee on Appropriations
12 ––––––––––
13 Be it enacted by the General Assembly of Virginia:
14 1. That § 1 of the second enactment of Chapter 5 of the 1994 Acts of Assembly, Special Session I,
15 is amended and reenacted as follows:
16 2. § 1. Upon the recommendation of the Attorney General and with the approval of the Governor, the
17 Tax Commissioner is authorized to make settlement payments to taxpayers to resolve disputed claims for
18 refunds of taxes paid with respect to retirement or pension benefits received from a federal retirement
19 system created by the federal government for any officer or employee of the United States, including the
20 United States Civil Service, the United States Armed Forces, or any agency or subdivision thereof for
21 any taxable year beginning on or after January 1, 1985, and ending on or before December 31, 1988.
22 The Tax Commissioner's authority to proceed under this section is subject to the following terms and
23 conditions:
24 A. For purposes of this section:
25 "Calculated total disputed refund" means the total of all disputed refunds for all taxpayers who
26 timely respond to the August 1, 1994, notice, pursuant to subdivision F 1, as calculated by the
27 Department of Taxation.
28 "Department" means the Department of Taxation.
29 "Disputed refund" means the amount of the tax overpayment on retirement or pension benefits
30 received from a federal retirement system for taxable years 1985 through 1988 for which a refund is
31 claimed.
32 "Final settlement offer" means the amount of the payment to be made to a taxpayer under the
33 settlement agreement mailed to the taxpayer by the Department on December 15, 1994, pursuant to
34 subdivision F 2.
35 "Refund of taxes" includes any claim for interest thereon.
36 "Taxpayer" includes the estate, committee and legal beneficiaries of any taxpayer to whom a disputed
37 refund is owed, except for purposes of notification. For purposes of a deceased taxpayer's estate, if that
38 deceased taxpayer died intestate, an affidavit provided by the Department, signed by the deceased
39 taxpayer's surviving spouse, or if there is none, the heirs of the deceased taxpayer, shall operate to claim
40 the disputed refund to which the taxpayer was entitled. If the deceased taxpayer died testate, an affidavit
41 provided by the Department signed by the residuary legatees under the will shall operate to claim such
42 refund.
43 B. The payments may be made directly from a special fund or from a trust or other legal entity
44 established by the Tax Commissioner or his designee to administer the payments. Subject to
45 appropriation by the General Assembly, the initial appropriation of $60 million shall be deposited in the
46 special fund, trust or other legal entity on or before July 15, 1994, pending disbursement pursuant to this
47 section. Subject to appropriation by the General Assembly, on each succeeding July 1 through 1998, as
48 necessary, the amount of $70 million shall be deposited in the special fund, trust or other legal entity
49 pending disbursement pursuant to this section. All earnings on investment of these funds shall be held in
50 the special fund, trust or other legal entity established by the Tax Commissioner and reinvested until the
51 final payments to taxpayers are made on March 31,1999. [ The final payment shall be July 31, 1998,
52 provided that the 1997-1998 general fund revenue surplus is greater than or equal to $62.5 million as
53 determined on July 31, 1998. If the 1997-1998 general fund revenue surplus is less than $62.5 as
54 determined on July 15, 1998, there shall be a special installment payment made on July 31, 1998, based
55 on the following: 1997-1998 general fund revenue surplus divided by $62.5 million. The final payment
56 shall be September 30, 1998, provided that the 1997-1998 undesignated and unreserved general fund
57 balance as certified by the Comptroller on August 15, 1998, is greater than or equal to $62.5 million. If
58 the 1997-1998 undesignated and unreserved general fund balance is less than $62.5 million as certified
59 by the Comptroller on August 15, 1998, there shall be a special installment payment made on September
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60 30, 1998, based on a percentage of the final payment. The percentage for this calculation shall be as
61 follows: 1997-1998 undesignated and unreserved general fund balance divided by $62.5 million. ] For
62 purposes of this act, earnings on the investment of the funds shall be computed at the rate of four
63 percent per annum.
64 C. The moneys so appropriated shall be disbursed by the Tax Commissioner or his designee, or any
65 entity established to administer the payments, to the taxpayers participating in the settlement as follows:
66 1. The Tax Commissioner shall calculate the amount of each taxpayer's disputed refund and the total
67 of all taxpayers' disputed refunds before December 15, 1994.
68 2. If the Tax Commissioner or his designee determines that the amount of money available from
69 appropriations and the earnings from such investments will be insufficient to fund fully each
70 participating taxpayer's disputed refund, then, prior to notifying such taxpayers of their final settlement
71 offers on December 15, 1994, the Tax Commissioner shall reduce each participating taxpayer's disputed
72 refund by a percentage derived from the following formula:
73 the calculated total disputed the total amount of money available
74 refunds for all participating - for disbursement, as computed by
75 taxpayers the Tax Commissioner or his designee.
76
77 ______________________________________________________________________
78
79 the calculated total disputed refunds for all participating taxpayers
80
81 3. If, after making this calculation or at any time prior to March 31,1999, the Tax Commissioner or
82 his designee determines that the total amount of the moneys to be appropriated and the earnings thereon
83 will exceed the amount necessary to fund fully each taxpayer's disputed refund, then the Tax
84 Commissioner will increase each taxpayer's disputed refund or final settlement offer by a percentage
85 derived from the following formula:
86 the total amount of money available the calculated total disputed
87 for disbursement, as computed by - refunds or final
88 the Tax Commissioner or his settlement offers for all
89 designee participating taxpayers
90
91 ________________________________________________________________________
92
93 the calculated total disputed refunds or final settlement offers for all
94 participating taxpayers
95
96 The amount of any calculated increase shall be disbursed to each participating taxpayer in a single
97 payment on no later than March 31,1999.
98 4. Disbursements shall be made annually on March 31 and, out of the money available for payments
99 each year, except for the special installment payment made on [ July 31, 1998 September 30, 1998 ] ,

100 one-half shall be used to pay the final settlement offer to the participating taxpayers with the smallest
101 calculated payments after any reduction; the other half shall be paid proportionately to the remaining
102 participating taxpayers.
103 5. Any amount received by a taxpayer pursuant to this section shall be subject to debt collection
104 pursuant to Article 21 (§ 58.1-520 et seq.) of Chapter 1 of Title 58.1.
105 D. The taxpayers shall be given the option of whether they want to participate in the settlement.
106 Those who do not want to participate will have the option of having their entitlement to refunds
107 determined by existing litigation or filing suit themselves.
108 E. The appropriation required under subsection B shall be reduced by a percentage of the dollar
109 amount of the claims of taxpayers opting out of the settlement pursuant to subdivision F 2 (ii) and (iii)
110 and those waiving payments pursuant to subdivision F 2 (i) derived from the following formula:
111 the total amount appropriated, excluding interest
112
113 ________________________________________________________________
114
115 the calculated total disputed refunds which are
116 timely filed under this act
117
118 In the event that the total principal amount of the claims of the taxpayers opting out of the settlement



3 of 9

119 exceeds $20 million, the entire settlement shall be null and void unless reauthorized by the General
120 Assembly on or before March 1, 1995.
121 F. The procedure to be followed by the Tax Commissioner in effecting payments as authorized shall
122 be as follows:
123 1. The Department shall provide notice by August 1, 1994, to affected taxpayers by first-class mail
124 stating the amount of each taxpayer's disputed refund. For purposes of this subdivision, the Tax
125 Commissioner may use gross pension amounts in computing each taxpayer's disputed refund. The
126 computation and methodology shall be reviewed by the Auditor of Public Accounts before taxpayers are
127 notified of their final settlement offers. The notice shall state in bold-faced, fourteen-point type that,
128 regardless of whether the taxpayer previously filed an amended return or returns, in order to be eligible
129 to obtain any refund, the taxpayer must respond to the notice by November 1, 1994, and state whether
130 the taxpayer accepts or challenges the calculations contained in the notice. The filing of a response to
131 this notice on a form provided by the Tax Commissioner will be a prerequisite to participating in the
132 settlement, or agreeing to accept the relief granted in pending litigation in Virginia courts, or the filing
133 of a separate suit. This requirement shall be set out in the notice in bold-faced, fourteen-point type.
134 Taxpayers who challenge the calculations contained in the notice shall provide with their response
135 documentary evidence indicating that a different amount is due. Such evidence must be sufficient to
136 allow the Department to resolve the challenge.
137 2. Before December 15, 1994, the Department shall compile all responses received and calculate the
138 total amount of each participating taxpayer's disputed refund and the total of all participating taxpayers'
139 disputed refunds and determine whether any reduction must be made pursuant to subdivision C 2. The
140 estimate shall be forwarded to the Chairmen of the Senate Finance Committee and the House Finance
141 and Appropriations Committees before taxpayers are notified of their final settlement offers. On
142 December 15, 1994, the Department shall send notices by first-class mail to taxpayers who timely
143 responded to the August notices informing them of their right to (i) receive or waive a payment
144 calculated pursuant to subsection B; (ii) opt out of the settlement and initiate suit; or (iii) opt out of the
145 settlement and agree to accept in full satisfaction of their claims the same relief granted to similarly
146 situated taxpayers in pending litigation in Virginia courts determined by the Tax Commissioner to be
147 controlling on the legal issue. The Department shall send with the notices the agreements necessary to
148 effect settlement under clause (i) or to opt out and agree to accept the relief granted in pending litigation
149 under clause (iii) of this paragraph.
150 3. Those taxpayers who do not opt out of the settlement or waive payment will receive payments as
151 provided in subsection C if they sign and deliver to the Tax Commissioner by February 1, 1995, the
152 settlement agreement releasing the Commonwealth and its agencies, officers and employees from any
153 further liability for claims arising out of taxes paid on federal retirement income during the 1985-1988
154 taxable years and dismissing any litigation as to such claims in which the taxpayer is a party. On
155 January 10, 1995, the Department shall send a reminder of this requirement to each taxpayer who
156 responded to the August notice indicating an interest in participating in the settlement.
157 4. Those taxpayers who choose to opt out of the settlement shall (i) sign and deliver to the Tax
158 Commissioner by February 1, 1995, an agreement to accept the relief granted in pending litigation in
159 Virginia courts or (ii) file by February 1, 1995, an action under § 58.1-1825 for recovery of Virginia
160 income taxes paid on retirement income received.
161 5. A taxpayer may deliver an agreement to the Tax Commissioner in person or by mail. An
162 agreement shall be deemed timely delivered if it is mailed to the Department, postage prepaid, and
163 postmarked no later than February 1, 1995.
164 6. The Department shall undertake the greatest efforts practicable to identify and reach affected
165 taxpayers by first-class mail and advertising campaigns. The Department shall establish a toll-free
166 hotline for affected taxpayers to call to receive information and answers to questions about the
167 settlement. The Department shall undertake the greatest effort practicable to reach taxpayers whose
168 notices are returned unclaimed and for whom addresses cannot be obtained. The Department as a part of
169 its advertising campaign shall publish notices in selected newspapers throughout the Commonwealth and
170 in other portions of the country where large numbers of affected taxpayers are likely to reside. Such
171 notices shall include an explanation of the terms of the settlement, the information hotline number, and
172 the requirements (in bold-faced, fourteen-point type) of subdivisions F 1, F 3, F 4, and F 5 that a
173 taxpayer who has not been notified by direct mail must satisfy in order to participate in the settlement.
174 G. The Tax Commissioner is authorized to enter into such contracts or execute such instruments or
175 agreements as may be necessary (i) to effect compromise or settlement of disputed refund claims
176 through creation of a trust or other legal entity or (ii) to obtain administrative or investment services
177 relevant to any such settlement or compromise. Any such contracts or agreements for services must be
178 approved by the Attorney General and shall be exempt from the provisions of the Virginia Public
179 Procurement Act (§ 11-35 et seq.).
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180 H. Notwithstanding any other provision of law and pursuant to § 58.1-105, any taxpayer claiming a
181 refund for any taxable year beginning on or after January 1, 1985, and ending on or before December
182 31, 1988, for taxes paid with respect to retirement or pension benefits received from a federal retirement
183 system created by the federal government for any officer or employee of the United States shall comply
184 fully with the requirements and procedures set forth in this act or such claims shall be forever barred;
185 provided that if the settlement is null and void and is not reauthorized pursuant to subsection E, any
186 taxpayer claiming such a refund must file an amended individual income tax return pursuant to
187 § 58.1-1823 within one year from the entry of a final judicial order of a court of competent jurisdiction
188 not subject to further appeal resolving the issues involved in Harper v. Virginia Department of Taxation,
189 113 S.Ct. 2510 (June 18, 1993).
190 2. That the first enactment of Chapter 185 of the 1995 Acts of Assembly is amended and
191 reenacted as follows:
192 1. § 1. The Tax Commissioner is authorized to make settlement payments to certain retired federal
193 and military taxpayers, as originally authorized in Chapter 5 of the 1994 Acts of Assembly, Special
194 Session I. To be eligible to receive these payments a taxpayer shall have (i) responded to the August 1,
195 1994, notice on or before November 1, 1994, but was denied either full or partial participation in the
196 settlement program due to the lack of certain information necessary for the Department to compute the
197 taxpayer's disputed refund, or (ii) missed the November 1, 1994, deadline for responses due to
198 circumstances beyond the control of the taxpayer, or (iii) having filed a timely response by the
199 November 1 deadline, missed the February 1, 1995, deadline for delivering a settlement agreement to
200 the Department due to circumstances beyond the control of the taxpayer. Such taxpayers are hereby
201 granted an additional sixty days from the date of enactment to provide the Department with the
202 necessary information to compute their disputed refunds or to provide the Department with response
203 forms or settlement agreements and written explanations that demonstrate that the taxpayers missed the
204 relevant deadline due to circumstances beyond their control. The burden of proof shall be on the
205 taxpayer. Any determination of what constitutes circumstances beyond the control of a taxpayer shall be
206 liberally construed in favor of the taxpayer. Any supporting documentation provided to the Department
207 on forms received prior to the expiration of the additional time period shall be reviewed by the Tax
208 Commissioner. The Tax Commissioner shall determine whether the necessary information was provided
209 or the taxpayer's explanation for missing the original November 1, 1994, deadline or the February 1,
210 1995, deadline was due to circumstances beyond the control of the taxpayer. The Tax Commissioner's
211 authority to proceed under this section is subject to the following terms and conditions:
212 1. For purposes of this act:
213 "Calculated total disputed refund" means the total of all disputed refunds for all taxpayers who
214 timely filed the required information with the Department, pursuant to subdivision 4 a, as calculated by
215 the Department of Taxation.
216 "Department" means the Department of Taxation.
217 "Disputed refund" means the amount of the tax overpayment on retirement or pension benefits
218 received from a federal retirement system for taxable years 1985 through 1988 for which a refund is
219 claimed that resulted from the Department's acceptance and processing of the additional information the
220 taxpayer provided, pursuant to subdivision 4 a. A disputed refund does not include any amount already
221 included in the settlement offer mailed to a taxpayer on December 15, 1994, pursuant to the Federal
222 Retiree Settlement Act.
223 "Federal Retiree Settlement Act" means Enactment 2 of Chapter 5 of the 1994 Acts of Assembly,
224 Special Session I.
225 "Final settlement offer" means the amount of the payment to be made to a taxpayer under the
226 settlement agreement mailed to the taxpayer by the Department by the ninetieth day following
227 enactment, pursuant to subdivision 4 b.
228 "Refund of taxes" includes any claim for interest thereon.
229 "Settlement agreement" means the settlement agreement mailed to the taxpayers by the Department
230 under the Federal Retiree Settlement Act or under this act.
231 "Settlement program" means the settlement program established by the Federal Retiree Settlement
232 Act.
233 "Taxpayer" includes the estate, committee and legal beneficiaries of any taxpayer to whom a disputed
234 refund is owed. For purposes of a deceased taxpayer's estate, if that deceased taxpayer died intestate, an
235 affidavit provided by the Department signed by the deceased taxpayer's surviving spouse, or if there is
236 none, the heirs of the deceased taxpayer, shall operate to claim the disputed refund to which the
237 taxpayer was entitled. If the deceased taxpayer died testate, an affidavit provided by the Department
238 signed by the residuary legatees under the will shall operate to claim such refund.
239 2. The payments shall be made over a five-year period in annual installments or special installments
240 and shall be disbursed by the Tax Commissioner or his designee to the taxpayers participating in the
241 settlement as follows:
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242 a. The Department shall offer each affected taxpayer an amount equal to the same percentage of the
243 disputed refund as computed under the Federal Retiree Settlement Act.
244 b. Disbursements shall be made in up to five six payments, the first of which shall be made on July
245 31, 1995, with each of the remaining four five disbursements to be made on March 31 through 1999,
246 1996, March 31, 1997, March 31, 1998, [ July 31, 1998 September 30, 1998 ] , and March 31, 1999,
247 as necessary. The Department shall make payments to taxpayers who settle under this act in the same
248 proportion as calculated for the payments to be made to retirees settling under the Federal Retiree
249 Settlement Act.
250 c. Any amount received by a taxpayer pursuant to this section shall be subject to debt collection
251 pursuant to Article 21 (§ 58.1-520 et seq.) of Chapter 1 of Title 58.1.
252 3. Payments may be made directly from a special fund or from a trust or other legal entity
253 established by the Tax Commissioner to administer the payments. Subject to appropriation by the
254 General Assembly, an amount sufficient to fund the first and second annual settlement payments shall be
255 deposited in the special fund, trust or other legal entity on or before July 1, 1995, pending disbursement.
256 Subject to appropriation by the General Assembly, on each succeeding July 1 through 1998 1997, and
257 1998, if necessary, an amount sufficient to fund the annual settlement payment shall be deposited in the
258 special fund, trust or other legal entity pending disbursement. All earnings on investment of the funds
259 shall be held in the special fund, trust or other legal entity established by the Tax Commissioner and
260 reinvested until the final payments to taxpayers are made on [ July 31, 1998 September 30, 1998 ] , or
261 March 31, 1999. For those taxpayers who met the November 1, 1994, filing deadline but missed the
262 February 1, 1995, filing deadline, the first and second settlement payments (to be paid on July 31, 1995,
263 and March 31, 1996) shall be made out of the July 1, 1995, appropriation to be made pursuant to the
264 Federal Retiree Settlement Act; the remaining installments shall be made annually from the subsequent
265 annual appropriations made pursuant to such Act.
266 4. The procedures to be followed by the Tax Commissioner in effecting payments as authorized shall
267 be as follows:
268 a. On or before thirty days from the date of enactment, the Department shall notify by first class
269 mail each taxpayer (i) who timely filed a response to the August 1, 1994, notice issued by the
270 Department pursuant to the terms of the Federal Retiree Settlement Act, but who was denied
271 participation in the settlement program due to the lack of certain information necessary to compute the
272 taxpayer's disputed refund, or (ii) who responded to the August 1, 1994, notice after November 1, 1994,
273 or (iii) who delivered a settlement agreement to the Department after February 1, 1995, of the additional
274 thirty-day period during which he may (i) submit the information necessary to compute his disputed
275 refund or (ii) deliver to the Department a signed settlement agreement accepting the final settlement
276 offer and releasing the Commonwealth from any further liability. Each taxpayer so notified shall also be
277 required to submit a written explanation that demonstrates that the taxpayer missed the deadline due to
278 circumstances beyond his control. The additional information or settlement agreement returned to the
279 Department shall be either postmarked on or before midnight of the sixtieth day following the
280 enactment, or if such day is a Saturday, Sunday, or official state holiday, midnight of the next business
281 day, or such information shall be received by the Department by 5:00 p.m. of the sixtieth day following
282 enactment, or if such day is a Saturday, Sunday, or official state holiday, by 5:00 p.m. of the next
283 business day.
284 b. Within ninety days following enactment, the Department shall send to each taxpayer, as
285 appropriate, a notice and a settlement agreement that sets forth the amount of the final settlement offer.
286 Those taxpayers who agree to accept the offer shall sign such settlement agreement releasing the
287 Commonwealth and its agencies, officers and employees from any further liability for claims arising out
288 of taxes paid on federal retirement income during the 1985 through 1988 taxable years and dismissing
289 any litigation as to such claims in which the taxpayer is a party. Such settlement agreement shall be
290 returned to the Department and shall be postmarked on or before midnight of the 120th day following
291 the enactment, or if such day is a Saturday, Sunday, or official state holiday, midnight of the next
292 business day, or such settlement agreement shall be received by the Department by 5:00 p.m. of the
293 120th day following enactment, or if such day is a Saturday, Sunday, or official state holiday, by 5:00
294 p.m. of the next business day.
295 5. A taxpayer who delivered to the Department a timely but incomplete settlement agreement under
296 the terms of the Federal Retiree Settlement Act or this act shall be deemed to have met the filing
297 deadline, provided that any delay in submitting completed forms to the Department may result in a
298 delay of the first payment required under the settlement program established by the Federal Retiree
299 Settlement Act or under this act. The taxpayer shall provide the Department a completed settlement
300 agreement (i) on or before the thirtieth day after enactment for those taxpayers who qualify for
301 participation in the settlement program created by the Federal Retiree Settlement Act or (ii) on or before
302 the 150th day following enactment for those taxpayers who qualify for the settlement program created
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303 by this act.
304 6. A taxpayer is hereby authorized, for purposes of the settlement created by this act, to sign on
305 behalf of a spouse with whom he or she jointly filed an income tax return for a taxable year to which
306 the settlement is related. By signing the agreement to settle the claim on behalf of both spouses, the
307 signing taxpayer thereby agrees to indemnify the Commonwealth for any amounts related to the
308 settlement payments that it may be required to pay under the law to the nonsigning spouse.
309 7. The Tax Commissioner is authorized to enter into such contracts or execute such instruments or
310 agreements as may be necessary (i) to effect compromise or settlement of disputed refund claims
311 through creation of a trust or other legal entity or (ii) to obtain administrative or investment services
312 relevant to any such settlement or compromise. Any such contracts or agreements for services shall be
313 approved by the Attorney General and shall be exempt from the provisions of the Virginia Public
314 Procurement Act (§ 11-35 et seq.).
315 8. Except and to the extent specifically authorized in this act, nothing in this act shall be construed
316 or interpreted to revive any claim barred by the provisions of the Federal Retiree Settlement Act, and
317 nothing in this act shall be construed or interpreted to authorize any taxpayer to opt out of the
318 settlement program or agree to accept the relief granted in pending litigation after the deadlines
319 established in the Federal Retiree Settlement Act.
320 3. That the first enactment of Chapter 203 of the 1995 Acts of Assembly is amended and
321 reenacted as follows:
322 1. § 1. The Tax Commissioner is authorized to make settlement payments to certain retired federal
323 and military taxpayers, as originally authorized in Chapter 5 of the 1994 Acts of Assembly, Special
324 Session I. To be eligible to receive these payments a taxpayer shall have (i) responded to the August 1,
325 1994, notice on or before November 1, 1994, but was denied either full or partial participation in the
326 settlement program due to the lack of certain information necessary for the Department to compute the
327 taxpayer's disputed refund, or (ii) missed the November 1, 1994, deadline for responses due to
328 circumstances beyond the control of the taxpayer, or (iii) having filed a timely response by the
329 November 1 deadline, missed the February 1, 1995, deadline for delivering a settlement agreement to
330 the Department due to circumstances beyond the control of the taxpayer. Such taxpayers are hereby
331 granted an additional sixty days from the date of enactment to provide the Department with the
332 necessary information to compute their disputed refunds or to provide the Department with response
333 forms or settlement agreements and written explanations that demonstrate that the taxpayers missed the
334 relevant deadline due to circumstances beyond their control. The burden of proof shall be on the
335 taxpayer. Any determination of what constitutes circumstances beyond the control of a taxpayer shall be
336 liberally construed in favor of the taxpayer. Any supporting documentation provided to the Department
337 on forms received prior to the expiration of the additional time period shall be reviewed by the Tax
338 Commissioner. The Tax Commissioner shall determine whether the necessary information was provided
339 or the taxpayer's explanation for missing the original November 1, 1994, deadline or the February 1,
340 1995, deadline was due to circumstances beyond the control of the taxpayer. The Tax Commissioner's
341 authority to proceed under this section is subject to the following terms and conditions:
342 1. For purposes of this act:
343 "Calculated total disputed refund" means the total of all disputed refunds for all taxpayers who
344 timely filed the required information with the Department, pursuant to subdivision 4a, as calculated by
345 the Department of Taxation.
346 "Department" means the Department of Taxation.
347 "Disputed refund" means the amount of the tax overpayment on retirement or pension benefits
348 received from a federal retirement system for taxable years 1985 through 1988 for which a refund is
349 claimed that resulted from the Department's acceptance and processing of the additional information the
350 taxpayer provided, pursuant to subdivision 4 a. A disputed refund does not include any amount already
351 included in the settlement offer mailed to a taxpayer on December 15, 1994, pursuant to the Federal
352 Retiree Settlement Act.
353 "Federal Retiree Settlement Act" means Enactment 2 of Chapter 5 of the 1994 Acts of Assembly,
354 Special Session I.
355 "Final settlement offer" means the amount of the payment to be made to a taxpayer under the
356 settlement agreement mailed to the taxpayer by the Department by the ninetieth day following
357 enactment, pursuant to subdivision 4 b.
358 "Refund of taxes" includes any claim for interest thereon.
359 "Settlement agreement" means the settlement agreement mailed to the taxpayers by the Department
360 under the Federal Retiree Settlement Act or under this act.
361 "Settlement program" means the settlement program established by the Federal Retiree Settlement
362 Act.
363 "Taxpayer" includes the estate, committee and legal beneficiaries of any taxpayer to whom a disputed
364 refund is owed. For purposes of a deceased taxpayer's estate, if that deceased taxpayer died intestate, an
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365 affidavit provided by the Department signed by the deceased taxpayer's surviving spouse, or if there is
366 none, the heirs of the deceased taxpayer, shall operate to claim the disputed refund to which the
367 taxpayer was entitled. If the deceased taxpayer died testate, an affidavit provided by the Department
368 signed by the residuary legatees under the will shall operate to claim such refund.
369 2. The payments shall be made over a five-year period in annual installments or special installments
370 and shall be disbursed by the Tax Commissioner or his designee to the taxpayers participating in the
371 settlement as follows:
372 a. The Department shall offer each affected taxpayer an amount equal to the same percentage of the
373 disputed refund as computed under the Federal Retiree Settlement Act.
374 b. Disbursements shall be made in up to five six payments, the first of which shall be made on July
375 31, 1995, with each of the remaining fourfive disbursements to be made on March 31 through 1999,
376 1996, March 31, 1997, March 31, 1998, [ July 31, 1998 September 30, 1998 ] , and March 31, 1999,
377 as necessary. The Department shall make payments to taxpayers who settle under this act in the same
378 proportion as calculated for the payments to be made to retirees settling under the Federal Retiree
379 Settlement Act.
380 c. Any amount received by a taxpayer pursuant to this section shall be subject to debt collection
381 pursuant to Article 21 (§ 58.1-520 et seq.) of Chapter 1 of Title 58.1.
382 3. Payments may be made directly from a special fund or from a trust or other legal entity
383 established by the Tax Commissioner to administer the payments. Subject to appropriation by the
384 General Assembly, an amount sufficient to fund the first and second annual settlement payments shall be
385 deposited in the special fund, trust or other legal entity on or before July 1, 1995, pending disbursement.
386 Subject to appropriation by the General Assembly, on each succeeding July 1 through 1998 1997, and
387 1998, if necessary, an amount sufficient to fund the annual settlement payment shall be deposited in the
388 special fund, trust or other legal entity pending disbursement. All earnings on investment of the funds
389 shall be held in the special fund, trust or other legal entity established by the Tax Commissioner and
390 reinvested until the final payments to taxpayers are made on [ July 31, 1998 September 30, 1998 ] , or
391 March 31, 1999. For those taxpayers who met the November 1, 1994, filing deadline but missed the
392 February 1, 1995, filing deadline, the first and second settlement payments (to be paid on July 31, 1995,
393 and March 31, 1996) shall be made out of the July 1, 1995, appropriation to be made pursuant to the
394 Federal Retiree Settlement Act; the remaining installments shall be made annually from the subsequent
395 annual appropriations made pursuant to such Act.
396 4. The procedures to be followed by the Tax Commissioner in effecting payments as authorized shall
397 be as follows:
398 a. On or before thirty days from the date of enactment, the Department shall notify by first class
399 mail each taxpayer (i) who timely filed a response to the August 1, 1994, notice issued by the
400 Department pursuant to the terms of the Federal Retiree Settlement Act, but who was denied
401 participation in the settlement program due to the lack of certain information necessary to compute the
402 taxpayer's disputed refund, or (ii) who responded to the August 1, 1994, notice after November 1, 1994,
403 or (iii) who delivered a settlement agreement to the Department after February 1, 1995, of the additional
404 thirty-day period during which he may (i) submit the information necessary to compute his disputed
405 refund or (ii) deliver to the Department a signed settlement agreement accepting the final settlement
406 offer and releasing the Commonwealth from any further liability. Each taxpayer so notified shall also be
407 required to submit a written explanation that demonstrates that the taxpayer missed the deadline due to
408 circumstances beyond his control. The additional information or settlement agreement returned to the
409 Department shall be either postmarked on or before midnight of the sixtieth day following the
410 enactment, or if such day is a Saturday, Sunday, or official state holiday, midnight of the next business
411 day, or such information shall be received by the Department by 5:00 p.m. of the sixtieth day following
412 enactment, or if such day is a Saturday, Sunday, or official state holiday, by 5:00 p.m. of the next
413 business day.
414 b. Within ninety days following enactment, the Department shall send to each taxpayer, as
415 appropriate, a notice and a settlement agreement that sets forth the amount of the final settlement offer.
416 Those taxpayers who agree to accept the offer shall sign such settlement agreement releasing the
417 Commonwealth and its agencies, officers and employees from any further liability for claims arising out
418 of taxes paid on federal retirement income during the 1985 through 1988 taxable years and dismissing
419 any litigation as to such claims in which the taxpayer is a party. Such settlement agreement shall be
420 returned to the Department and shall be postmarked on or before midnight of the 120th day following
421 the enactment, or if such day is a Saturday, Sunday, or official state holiday, midnight of the next
422 business day, or such settlement agreement shall be received by the Department by 5:00 p.m. of the
423 120th day following enactment, or if such day is a Saturday, Sunday, or official state holiday, by 5:00
424 p.m. of the next business day.
425 5. A taxpayer who delivered to the Department a timely but incomplete settlement agreement under
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426 the terms of the Federal Retiree Settlement Act or this act shall be deemed to have met the filing
427 deadline, provided that any delay in submitting completed forms to the Department may result in a
428 delay of the first payment required under the settlement program established by the Federal Retiree
429 Settlement Act or under this act. The taxpayer shall provide the Department a completed settlement
430 agreement (i) on or before the thirtieth day after enactment for those taxpayers who qualify for
431 participation in the settlement program created by the Federal Retiree Settlement Act or (ii) on or before
432 the 150th day following enactment for those taxpayers who qualify for the settlement program created
433 by this act.
434 6. A taxpayer is hereby authorized, for purposes of the settlement created by this act, to sign on
435 behalf of a spouse with whom he or she jointly filed an income tax return for a taxable year to which
436 the settlement is related. By signing the agreement to settle the claim on behalf of both spouses, the
437 signing taxpayer thereby agrees to indemnify the Commonwealth for any amounts related to the
438 settlement payments that it may be required to pay under the law to the nonsigning spouse.
439 7. The Tax Commissioner is authorized to enter into such contracts or execute such instruments or
440 agreements as may be necessary (i) to effect compromise or settlement of disputed refund claims
441 through creation of a trust or other legal entity or (ii) to obtain administrative or investment services
442 relevant to any such settlement or compromise. Any such contracts or agreements for services shall be
443 approved by the Attorney General and shall be exempt from the provisions of the Virginia Public
444 Procurement Act (§ 11-35 et seq.).
445 8. Except and to the extent specifically authorized in this act, nothing in this act shall be construed
446 or interpreted to revive any claim barred by the provisions of the Federal Retiree Settlement Act, and
447 nothing in this act shall be construed or interpreted to authorize any taxpayer to opt out of the
448 settlement program or agree to accept the relief granted in pending litigation after the deadlines
449 established in the Federal Retiree Settlement Act.
450 4. That the first enactment of Chapter 718 of the 1996 Acts of Assembly is amended and
451 reenacted as follows:
452 1. § 1. The Tax Commissioner is hereby authorized to determine which retired federal and military
453 taxpayers were denied participation in either the Federal Retiree Settlement Act (Enactment clause 2 of
454 Chapter 5 of the 1994 Acts of Assembly, Special Session I) or the supplemental federal retiree
455 settlement program (Chapters 185 and 203 of the 1995 Acts of Assembly); and is authorized to enter
456 into settlement agreements with such taxpayers in an amount equal to the settlement amounts retirees
457 will receive or have received under the Federal Retiree Settlement Act.
458 1. To be eligible to receive these payments, a taxpayer shall (i) have failed to fully or partially
459 participate in either the original settlement program or the supplemental settlement program; (ii) have
460 notified the Tax Department by June 10, 1996, that he or she is not currently participating or did not
461 participate in the prior settlement programs; (iii) provide the Department with the information the
462 Department deems to be necessary for purposes of determining the validity of and quantifying a
463 taxpayer's claimed tax overpayment; and (iv) submit a properly executed settlement agreement, which
464 releases the Commonwealth and its agencies, officers and employees from any further liability for claims
465 arising out of taxes paid on federal retirement income received during the 1985 through 1988 taxable
466 years and dismissing any litigation as to such claims in which the taxpayer is a party. To meet the
467 notice requirement of clause (ii) above, the taxpayer's contact with the Department to put it on notice
468 must be documented in the Department's records.
469 2. The payments shall be made over a four-year period in annual installments or special installments
470 and shall be disbursed by the Tax Commissioner or his designees to the taxpayers participating in the
471 settlement as follows:
472 a. The Department shall offer each affected taxpayer an amount equal to the same percentage of the
473 disputed refund as computed under the Federal Retiree Settlement Act. Disbursements to these taxpayers
474 shall be limited to an amount equal to the percentage of disputed refunds and shall not include any
475 additional amounts.
476 b. Disbursements shall be made in up to four five payments, the first of which shall be made on July
477 31, 1996, or as soon thereafter as practical with each of the remaining three four disbursements to be
478 made on each March 31 thereafter through 1999, 1997, March 31, 1998, [ July 31, 1998 September 30,
479 1998 ] , and March 31, 1999, if necessary.
480 c. Payments under the settlement program created by this act shall be to taxpayers over the same
481 payment schedule as if the taxpayers were participating in the Federal Retiree Settlement Act, except
482 that the initial payment shall be equal to the first two payments that the participants would have
483 received had they participated in the Federal Retiree Settlement Act.
484 d. Any amount received by a taxpayer pursuant to this section shall be subject to debt collection
485 pursuant to Article 21 (§ 58.1-520 et seq.) of Chapter 1 of Title 58.1.
486 3. The Tax Commissioner is authorized to order payments to be made out of the state treasury as if
487 the amount each affected taxpayer is entitled to receive pursuant to this act is a refund pursuant to
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488 § 58.1-309.
489 4. A taxpayer is hereby authorized, for purposes of the settlement created by this act, to sign on
490 behalf of a spouse with whom he or she jointly filed an income tax return for a taxable year to which
491 the settlement is related. By signing the agreement to settle the claim on behalf of both spouses, the
492 signing taxpayer thereby agrees to indemnify the Commonwealth for any amounts related to the
493 settlement payments that it may be required to pay under the law to the nonsigning spouse.
494 5. The Tax Commissioner is authorized to enter into such contracts or execute such instruments or
495 agreements as may be necessary (i) to effect compromise or settlement of disputed refund claims
496 through creation of a trust or other legal entity or (ii) to obtain administrative or investment services
497 relevant to any such settlement or compromise. Any such contracts or agreements for services shall be
498 approved by the Attorney General and shall be exempt from the provisions of the Virginia Public
499 Procurement Act (§ 11-35 et seq.).
500 6. Except and to the extent specifically authorized in this act, nothing in this act shall be construed
501 or interpreted to revive any claim barred by Chapter 5 of the 1994 Acts of Assembly, Special Session I,
502 and nothing in this act shall be construed or interpreted to authorize any taxpayer to be entitled to the
503 relief granted in the Harper litigation.

E
N
G
R
O
S
S
E
D

H
B

100E


