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March 3, 2009

General Assembly adopts budget  
What it means for local governments . . .
Overview


It was late in the day, and legislators were eager to return home when the compromise budget amendments came up for floor votes.  The House overwhelmingly passed the measure by a 90 to 8 vote.  Unlike last year’s close vote on the budget, Senators approved this year’s budget amendment package by a vote of 35 to 5.


Gov. Kaine later issued a news release pointing out that the Virginia budget is the first state budget in the nation to incorporate funds from the American Recovery and Reinvestment Act. The expected federal funds will prevent an additional $800 million of spending reductions to key areas, including Medicaid, education, and the state workforce. (Virginia is expected to receive approximately $4.8 billion over the lifetime of the federal stimulus package.)  The governor claimed the stimulus act saved the jobs of 7,000 state classified employees.


The federal stimulus money along with the freefall of general fund revenues and the new policy direction adopted by the governor and General Assembly for funding public education are the most compelling stories of the 2009 budget struggle.


Just a year ago the General Assembly enacted a two-year budget assuming $34.6 billion of general fund resources.  The amendment package adopted Saturday night for the 2008-2010 biennium is now $2.8 billion or 8 percent less at $31.8 billion.  General fund revenues are expected to drop $3.7 billion during the biennium.  All of the major general fund resources are in decline, including individual withholding tax, individual non-withholding tax, and the sales and use tax.  The sputtering economy, rising unemployment, falling housing prices, and a lack of consumer confidence are the factors behind the shrinking revenue collections.  

The $1.2 billion impact of the American Recovery and Reinvestment Act is significant, helping to restore budget cuts recommended by the governor in the introduced budget bill or in earlier House and Senate amendment packages.  For example, the Recovery Act’s change to increase the federal share of the Medicaid program “frees up” $962.5 million.  Among other budget items, this allowed the General Assembly to eliminate the seven percent reduction Gov. Kaine proposed in FY10 for state assistance to local police departments (‘599’).  The compromise budget proposal includes a language amendment requiring the governor to submit quarterly expenditure reports on the federal stimulus program to the House Appropriations and Senate Finance Committees.  The amendment estimates that Virginia could receive as much as $4.8 billion of federal stimulus dollars, including $983.9 million for education, $165.3 million for Title I grants to local education authorities, $47.9 million for Title I school improvements, $281.4 million for special education, $694.5 million for highways and bridges, and $355 million for food stamp benefits.

The General Assembly accepted, at least in part, most of Gov. Kaine’s policy changes, including the use of a cap on the number of support positions to be funded by the state.  The conferees said that the cap is to be applied just for FY10, but the acceptance of the cap, even just for one year, is unprecedented. The General Assembly also agreed to eliminate the $27.5 million a year of state dollars for school construction grants fund, and only partially restored the school divisions’ portion of lottery profits, using most of the lottery dollars to supplant state general fund dollars for education. 


The state budget makes up for the reductions in state aid that would have resulted from these policy changes with funds from the federal stimulus package. It also directs that those funds be used in FY11.


The real issue, however, is state funding for the re-benchmarking of funding for public education in the 2010-2012 biennium.  How will the state make up for the federal stimulus dollars that will be gone after FY11?  The budget adopted this year appears to answer the question -- the state is on a course to rein in its funding support for K-12 education.


Despite adopting policies leading to a reduced funding commitment, the state continues to raise the bar on accountability standards.  As reported in the Feb. 20  issue of the Legislative Bulletin, the State Board of Education added several new requirements that schools will begin meeting in the 2011-2012 academic year. These include tying school accreditation to a graduation index, and requiring the completion of an academic career plan for every 7th grader in the state.  That plan has to be updated in the 8th, 9th and 11th grades as well-a massive amount of time, money and paperwork.  


Perhaps this budget is a case of muddling through with some services cut and others funded minimally with the assistance of federal stimulus dollars.  What is clear is the economy’s impact on state tax collections, and the gamble that stimulus dollars will rekindle and revive the economy sufficiently to increase revenues.   If the gamble does not pay off, the new funding policies offered by governor and legislature in this budget hint at an even more troubling budget in the 2010 session.


What follows are amendments included in the introduced budget that were of interest to local governments and accepted by the House and Senate as well as the amendments adopted by the budget conferees.  The majority of funds mentioned are general fund; non-general funds are listed as (NGF).

Aid to Localities


VML staff contact:  Janet Areson


State assistance to local police departments (HB 599).  Endorses the governor’s executive action in Oct. 2008 to reduce the program by $7.7 million in FY09 but adds $6.6 million in FY10 with general fund dollars to level fund the program at $197.3 million. The amounts to be distributed to eligible localities in FY10 will equal their FY09 allocations.  (Item 397 #2c)


Rolling stock and TVA payments.  Increases by $403,143 in FY09 and $404,651 in FY10 the amount of these transfer payments to localities to reflect the actual distributions.  (Item 264 #1c)
Community and Economic Development


VML staff contact:  Neal Menkes


Governor’s Opportunity Fund.  Reduces the FY10 appropriation by $588,945, leaving $11.9 million for the Fund.  Budget language permits the Governor to restore the $588,945 with money received from the flexible component of the State Fiscal Stabilization Fund as authorized under the American Recovery and Reinvestment Act of 2009.  (Item 105 #3c)

Virginia Investment Performance Grant Fund.  Reduces the FY10 appropriation by $1.6 million.  Budget language permits the Governor to restore the budget cut with money received from the flexible component of the State Fiscal Stabilization Fund as authorized under the American Recovery and Reinvestment Act of 2009.  (Item 105 #4c)

Department of Business Assistance


Virginia Jobs Investment Program.  Reduces economic development incentives to new and expanding businesses by $313,805 each year.  The program pays for recruitment and training of new employees, providing customized training with local community colleges and private vendors.  (No change from introduced budget bill.)

Department of Housing and Community Development


Planning District Commissions.  Reduces state assistance by $202,558 in FY10.  (No change from introduced budget bill.)


Indoor Plumbing Rehabilitation Program.  Reduces funding by $1.6 million each year to rehabilitate homes lacking indoor plumbing.  According to a study done by the planning districts, there are some 20,000 housing units lacking plumbing in Virginia.  (No change from introduced budget bill.)


Virginia Enterprise Zone Program.  Reduces funding by $1.1 million in FY09 and by $2.3 million in FY10, providing $13.2 million for the program next year.  (No change from introduced budget bill.)  Because of high demand, the department has been pro-rating the benefits for several years, driving down the ratio to 60¢ paid on each dollar of earned benefit.  SB 1165 (Watkins) revises the investment thresholds and benefit amounts to provide up to 90¢ paid on each dollar of earned benefit.


Homeless Assistance.  Reduces funding for nonprofit homeless organizations to assist in the development of single occupancy housing and for capital improvements to homeless shelters -- $150,000 in FY09 and $250,000 in FY10.  (No change from introduced budget bill.)

Virginia Economic Development Partnership


Economic Development Activities.  Restores $500,000 in FY10 for the Partnership’s economic development programs. (Item 124.05 #1c)
Virginia Tourism Authority


Tourism Promotion.  Provides $2.5 million in FY10 to expand targeted tourism promotion with $1 million to expand radio and television advertising, $800,000 to expand electronic marketing and to conduct major media events with travel industry partners, $500,000 to support “micro-tourism” leverage funds, and $200,000 to support film incentives. (Item 130 #1c)
Non-state Agencies

Financial Assistance to Cultural Organizations.  Reverts $1.4 million from grants made by the General Assembly to some 39 organizations in FY08.  The reversion is effective on June 30, 2009.  (No change from introduced budget bill.)

Compensation Board


Staff contact: Janet Areson
Note:  Items related to sheriffs’ offices are under public safety.

Finance directors’ offices.  Restores the 10 percent funding reduction in the introduced budget, for a total of $620,504 in FY10.  (Item 71 #1c)


Commissioners of revenue.  Restores the 10 percent funding reduction in the introduced budget, for a total of $1.07 million in FY10.  (Item 72 #1c)


Commonwealth’s attorneys. Restores the seven percent funding reduction in the introduced budget, for a total of $3.53 million in FY10. (Item 73 #1c)


Circuit court clerks.  Restores the 10 percent funding reduction in the introduced budget, for a total of $2.75 million in FY10.  (Item 74 #1C)


Technology fund.  Increases by $1 million the appropriation from the Circuit Court Clerks’ Technology Trust Fund that can be used to support the operations of these offices.  (Item 74 #2c)


Treasurers’ offices.  Restores the 10 percent reduction in the introduced budget for a total of $1.06 million.  (Item 75 #1c)


Constitutional officer staffing standards.  Directs the Compensation Board to convene a workgroup to revise and update the methodologies used to determine staffing standards for these offices.  (Item 76 #1c)

Retiree health care credit.  Decrease of $402,725 in FY10 to eliminate state funding for cost of retiree health care credit.  State funding was reduced from 100 to 50 percent in 2008.  State law requires that the credit be given to retirees, and sets the amount of the credit.  (No change from the introduced budget.) 

Compensation, salary and benefits

VML staff contact: Mary Jo Fields

Local retirement rates.  The conference report modifies the proposal in the introduced budget to allow counties, cities, towns and school divisions participating in VRS to have their employer contribution rates based on an 8 percent investment return rate, a 3 percent cost living increase and an amortization period of 30 years, the same actuarial assumptions as applied to state retirement plans.  (For schools, this does not apply to the teacher retirement fund but for the VRS retirement plan for other school board employees.)  VRS is required to: 1) provide all counties, cities, towns, and local public school divisions with a summary of the implications inherent in the use of the alternative actuarial assumptions; 2) establish minimum fiscal standards for participation in this program that will consider, but not necessarily be limited to, the index of local fiscal stress; and 3) provide all counties, cities, towns, and local public school divisions participating in VRS with a summary of the implications of choosing to use alternative assumptions.  In addition, the school board has to obtain the concurrence of the council or board of supervisors via a resolution before choosing the alternative assessments.  (Item 485 1c) 

The current assumptions for local plans are those certified by VRS: a 7.5 percent investment return rate, a 2.5 percent cost of living increase and a 20 year amortization period.  Switching assumptions would save money in the short run, although the funded status of the local plans would decrease and rates in the future may be higher. 
Fringe benefits for court clerks.  Adds $2 million to the Compensation Board budget to reimburse 2/3 of the fringe benefit costs for court clerks.  Currently, two-thirds of excess court fees are returned to localities with the state retaining one-third.  The introduced budget reversed that, thus depleting local budgets of $6 million and increasing the state general fund by that amount. However, the statute also ties the percentage of fringe benefits paid to the amount of excess fees retained, so the state now has to spend $2 million to increase its reimbursement to two-thirds of the cost of fringe benefits. (Item #74 3c)

Salary increases.  Decrease of $11.5 million in FY09 and $31.5 million in FY10 to eliminate salary increase for state-supported local employees. (No change from the introduced budget.)

Retirement & fringe benefits. Decreases contribution rate for the group life insurance program for state employees from 82 to 79 percent (of salary) for FY10. Typically VRS applies the same rate for group life for local plans as it does to the state plan, so if this rate were lowered, there would be savings for localities participating in VRS. In addition, increases the retirement rate for state employees from 6.23 to 6.26 percent in FY10.  Compensation Board reimbursements for fringe benefits are based on the state retirement rate, so there may be a local impact that will vary depending on the local retirement contribution rate. (No change from the introduced budget.)

Direct Aid to Education
VML staff contact:  Mary Jo Fields

Overview

The conference report for direct aid includes $14.3 billion for the 2008-2010 biennium including $11.0 billion in state general funds, $860.7 million in lottery proceeds, $1.7 billion in federal funds, $365.2 million from the federal stimulus package and $351.9 million from the Literary Fund.  State general fund support decreases by approximately $1.6 billion over the biennium.  A big chunk of the education piece of the State Stabilization Fund-$365.2 million-is used to make up most of the reductions included in the budget introduced last December for FY10.  In addition, the conference report expresses legislative intent that another $365.2 million in federal funds will be included in the FY11 budget.

The conference report retains several aspects of the policy changes included in the governor’s introduced budget (even though federal stimulus funding is used to backfill the reductions).  The General Assembly accepts the cap on the number of support positions funded by the state, but for FY10 only, and eliminates state dollars for the school construction grants program.  The report restores half of the funding for the Additional Support for School Construction and Operating Costs program. Lottery proceeds have paid for this program in the past.

Proposals in the House and Senate budget amendments to establish an early retirement for school personnel and a state pooled health insurance program for school and local government employees were dropped in conference.

Distributions to individual divisions for FY09 and FY10 are included in pages 17-28 in the staff reports on the adopted budget.  The Superintendent of Public Instruction will issue her memorandum on the budget within 15 days. That will include details on required local shares for K-12 education.


Here are some of the details.


Federal stimulus package.  Specifies that the Department of Education will allocate the Elementary and Secondary Education portion of the State Fiscal Stabilization Fund in the second year to the local school divisions in order to backfill the reductions in the introduced budget based on the cap on support positions, the elimination of the school construction grants program, and elimination of the school construction component funded from the Lottery Proceeds Fund. No stimulus or state dollars are provided for teacher salary increases. (Item 141 #2c)

Virginia Preschool Initiative (VPI). Decrease of $11.9 million in FY10 to reflect nonparticipation in the VPI program and uses the savings to fund the enrollment loss and supplemental basic aid programs. Funding for these two programs is thus shifted from the general fund to the lottery proceeds fund.  (Item 140 #3c) 


Local budgets.  Encourages localities to allow school boards to carry over to FY10 unexpended funds from the current year, and encourages localities to fund schools by lump sum rather than through the use of the eight allowable categories. (Item 140 #1c)


SOQ funding. Language to prohibit localities from reducing instructional positions below the number required under the Standards of Quality, and requires localities to meet required local effort to fund state funded instructional positions. (Item 140 #10c)


Textbooks.  Eliminates the required local match and allows funds to be used for any public education purpose in FY10 only. Specifies that this is a one-time action that will not be continued in the 2010-12 biennium rebenchmarking, nor will it adversely affect funding for the 2012-14 biennium. (Item 140 #5c)


Sales tax distribution.  Additional decrease of $8.0 million in FY09 and $17.6 million in FY10 to reflect decreased sales tax revenues. These are the net decreases that reflect the increase in basic aid (when sales tax goes up, basic aid goes down). (Item 140 #7c)  

Cap SOQ support positions. Bases funding for support positions in FY10 on the cap included in the introduced budget.  The introduced budget decreased funding for support positions by $340 million in FY10 (36 percent cut) by establishing staffing standards for support personnel, thus eliminating state funding for 13,000 positions.  Specifies that school divisions have discretion in implementing funding changes based on the Standards of Quality. (Item 140 #8c)  The Joint Subcommittee on Elementary & Secondary Education is instructed to review the methodology for establishing a consistent funding cap process for all state funded instructional and certain support positions by Dec. 9. (Item 1 #1c)

Re-benchmarking of education costs. Specifies that the Department of Education shall calculate re-benchmarking (updating) education costs for the 2010-2012 biennium by two methods: 1) one using the support position funding cap methodology contained in the introduced budget and 2) using the same process as used in rebenchmarking the costs for the current biennium.  Rebenchmarking calculations due to the governor, money committees & Board of Education by Sept. 1, 2009. Requires the Board of Education to review the current Standards of Quality to evaluate existing staffing standards for instructional positions and the appropriateness of establishing ratio standards for support positions (report due to governor, money committees and joint subcommittee on elementary & secondary education by Nov. 1 2009). Also requires Board to review administrative burdens placed on school divisions to determine if any laws, regulations or procedures could be modified, reduced or eliminated. Both reports to be completed by Nov. 1, 2009 for the two money committees. (Item 140 #8c)


Additional Support for School Construction and Operating Costs (lottery profits distributed to school divisions).  Restores $60.9 million in lottery proceeds for this program, eliminates the local match requirement and allows these funds to be used for operating or non-recurring expenses in FY10. The introduced budget had eliminated this program entirely and shifted the appropriations in it to pay the state share of other programs and to pay for a $60.9 million stop-loss amount to mitigate reductions resulting from the use of the support cap methodology.  The $60.9 million results in a distribution of $91.01 per-pupil, adjusted by the composite index.  (As a comparison, the per-pupil distribution from this account in FY09 is $198/pupil.) The conference report will mean that only 14 percent of the lottery proceeds are distributed directly to school boards through the Additional Support for School Construction and Operating Costs.  At one time at least 38 percent of the lottery proceeds were distributed directly to school divisions. (Item 140 #9c)


Use of Stabilization Funds.  Requires Department of Education to allocate the K-12 portion of the State Fiscal Stabilization Fund (from the federal stimulus package) in FY10 to school divisions to reflect the proportional reductions in the introduced budget as the result of the support position funding cap, the elimination of the school construction grants program, and the elimination of the school construction component funded from the Lottery Proceeds Fund.  (Item 141 #2c)

Eliminate state funding for teacher salary increase.  Decrease of $71.6 million in FY10. The FY09 budget did not fund a teachers’ salary increase for teachers. (No change from the introduced budget.)

Eliminate school construction grants program.  Decrease of $27.5 million in FY10.  The program currently consists of $27.5 million a year. The program originally was part of the compromise bill establishing the car tax relief program adopted in the 1998 special session.  School divisions may withdraw funds from the local escrow accounts to pay for operating expenses, and a local match is not required for the withdrawn funds. (No change from the introduced budget.)

Reduce supplemental assistance programs.  Decrease in FY10 for a variety of special programs, many in single localities, across the state (although the conference report restored some of the funding for the Jobs for Virginia Graduates program). (Introduced budget.)


Eliminate funding for interest rate subsidy program. Decrease of $20 million in FY10 for the VPSA interest rate subsidy program. (No change from the introduced budget.)


Literary Fund. Transfers an additional $42.6 million in FY09 and $11.9 million in FY10 from the Literary Fund to pay teacher retirement costs.  Total transfers from the Literary Fund would be $228.7 million in 2009 and $123 million in FY10. (No change from the introduced budget.)


Fringe benefits.  Decrease of $2.7 million in FY10 by lowering contribution rates for the retiree health care credit and group life in FY10 only.  The retiree health care credit would decrease from 1.08 percent to 1.04 percent; group life would decrease from the current 0.33 percent to 0.27 percent. In addition, the employee share of group life is increased from 0.49 percent to 0.52 percent.  The same change is also proposed for all state employees.  Generally any changes in group life rates are also applied to local governments, so these changes could result in savings not only for schools but for local governments participating in VRS as well. (No change from the introduced budget.)


Enrollment changes.  Decrease of $31.2 million in FY09 to reflect updated enrollment figures and $42.0 million in FY10 to reflect changes in average daily membership and fall enrollment. (No change from the introduced budget.)


Triennial census, etc.  Decrease of $2.5 million in FY09 and increase of $7.7 million in FY10 due to use of the updated triennial census, updated special education child count and ESL counts. (No change from the introduced budget.)

General Government

Staff Contact: Janet Areson
Department of General Services


Fuel purchases.  Authorizes the Department of General Services to take actions to consolidate bulk and commercial fuel purchases to try to leverage the state and local gasoline and diesel fuel purchase volumes into a single procurement action to achieve the most favorable prices.  A report is due to the House and Senate budget committees by Nov. 1, 2009.  (Item 83 #1c)

Fleet management (Dept. of General Services).  Language amendment allowing state Department of General Services to provide fleet management services for a fee to localities.  This would likely apply only to those localities in the Richmond metropolitan area where DGS is headquartered. (No change from introduced budget.)

Department of Taxation


Study of recordation and grantor taxes.  Directs the Department of Taxation to convene a working group to examine the basis on which recordation and grantor taxes are calculated, and the fiscal impact related to the current law and to proposed changes in the law.  This is a companion to SB 1157 (2009).  The working group will include representatives of VML and VACo as well as court clerks, and real estate businesses.  (Item 269 #1c)


Use of GPS for tax allocations.  Directs the Department of Taxation to 1) use Global Positioning System (GPS) software to identify the exact location and jurisdictions of businesses remitting the one percent local option sales tax; 2) modify remittance forms as appropriate to help identify coding errors in tax allocations by out-of-state vendors; 3) give localities access to information-only data so they can identify errors; and 4) report to House and Senator budget committees on options for incentives and penalties for erroneous reporting by merchants of sales and use tax data.  (Item 270 #1c)


Collection of delinquent local taxes.  Provides for a treasury loan to Department of Taxation if federal legislation is passed that permits the collection of delinquent local taxes through the use of offsets of federal income tax refunds.  (Item 270  #5c)

Communications Tax Fund (Dept. of Taxation).  Requires that the communications tax fund pay the department administrative costs, which will decrease distributions (which go to localities) by $115,855 in FY2009 and FY2010. (No change from introduced budget.)

Elections

May elections.  Decrease of $80,000 in FY10 to the State Board of Elections by requiring cities and towns to pay the cost of printing election materials and preparing and distributing poll books for May elections. (No change from the introduced budget.)

Joint Legislative Audit & Review Commission


Funding courts.  Directs the Joint Legislative Audit and Review Commission (JLARC) to study the funding of District and Circuit Courts in Virginia; report is due Nov. 1, 2009.  (Item 29 #1c)  


Courthouse construction. Directs JLARC to study the funding of courthouse construction, operation, and maintenance, including the extent to which the current fee structure provides an equitable, efficient, and sufficient source of revenue for this purpose across Virginia. (Item 29 #2c) 

Treasury Board

Jail projects eligible for state funding.  Language states which local or regional jail projects are eligible for state construction funding assistance (through the Virginia Public Building Authority).  Projects include Merherrin River Regional Jail, New River Valley Regional Jail, Newport News public safety renovations, Virginia Beach jail expansion/renovation, Loudoun County adult detention center phase 2, Riverside Regional expansion, and Blue Ridge regional jail.  (Item 280 #1c) A companion amendment (Item 475.50) provides $2.6 million of federal stimulus money for two jail reimbursement projects.
Health and Human Resources


Staff contact: Janet Areson
Secretary of Health and Human Resources


Aging blueprint.  Directs the Secretary of Health and Human Resources to work with other cabinet secretaries and agencies and various associations to develop a blueprint addressing the comprehensive needs of aging Virginians to span over the next 15 years.  The blueprint is due to the Governor and the budget committees by June 30, 2010.  (Item 282 #1c)

Comprehensive Services Act


State savings.  Reduces state funding by $2 million in FY09 and $1 million in FY10 as a result of slower caseload growth in CSA (fewer children entered CSA through parental agreements than was initially projected for FY09).  (Item 283 #1c)


Intensive care coordination.  Directs Community Policy and Management Teams (CPMTs) and Community Services Boards (CSBs) to work collaboratively on developing local intensive care coordination plans for children in, or at risk of placement in, residential care.  The parties are to together determine the provider that best serves the needs of children and families (under state policy developed last year, the CSBs were given sole responsibility for this function).  The State Executive Council and Office of Comprehensive Services are to establish guidelines for reasonable rates for these services and provide training and technical assistance to communities and their fiscal agents regarding these services.  This amendment is a result of language drafted by VML, VACo and VLSSE.  (Item 283 #2c)


Training calendar and notice.  Requires the Office of Comprehensive Services to submit to the State Executive Council a training calendar each year, and to provide to local governments a training calendar and timely notice of programs to be provided by the Office.  Requires an annual report on all regional and statewide training sessions conducted by the Office each year with information about the types of programs, trainers, program evaluations, and funds expended for the programs.  This amendment is a result of language drafted by VML, VACo, and VLSSE.  (Item 283 #3c)


No Medicaid match changes.  Clarifies that the local  match rates for Medicaid-funded services provided through the CSA program will be the same as it was as of Sept. 1, 2008 in order to comply with the American Recovery and Reinvestment Act of 2009.  (Item 283 #4c)

Education needs in residential placements.  Directs the State Executive Council to work with the Department of Education to ensure that funding is sufficient to pay for the educational services of students placed in or admitted to state or privately-operated psychiatric or residential treatment facilities as prescribed in a student’s Individual Education Plan (IEP).  (Item 283 #5c)


Community services grants.  Eliminates the $500,000 of grant funding in each year of the budget that would be used to help localities with start-up costs in developing community-based services for children who may otherwise be placed in residential care. (No change from the introduced budget.)

Residential treatment funding.  Reduces state funding by $700,000 in FY09 and $1.3 million in FY10 to take into account declining use of out-of-sate residential placements.  The state anticipates a reduction of 10 percent in such placements each year. (No change from the introduced budget.)
Department of Health


EMS $4.25-for-life.  Language reduces the amount of funding to be diverted from the $4.25 for life fund, which is intended for the Rescue Squad Assistance Fund for training and other assistance.  The introduced budget took proceeds from $.25 of this fund (about $1 million) to give to the State Police to pay for med-flight operations.  The State Police still receive $1 million, but from state general fund sources. (Item 290 #1c)

Regional health planning agencies.  Restores funding for RHPAs.  The introduced budget eliminates funding for these agencies as of July 1, 2009.  The amendment also removes language eliminating the role of RHPAs in the certificate of public need process. (Item 294 #1c)

Sewage committee.  Language adds two members (representing manufacturers) to the Advisory Committee on Sewage Handling and Disposal to include one system installer and the Association of Onsite Soil Engineers.  This committee provides the Commissioner of Health advice on regulations and policies. (Item 296 #1c)



Poison control centers.  Restores $1 million in FY10 to maintain current funding to the state’s three poison control centers.  It also removes language to consolidate the three centers into one.  These centers provide information to the public and also provides training to local rescue squad personnel.  (Item 297 #1c)


Prenatal care pilot project.  Restores $63,750 in FY10 to maintain funding for a prenatal care pilot project in the City of Emporia/Greensville County for one year.  The introduced budget eliminated the funding.  Federal funding has been earmarked for a similar program in the Northern Neck.  (Item 297 #2c)

Community health centers.  Maintains an increase provided to these centers at $1.8 million each year.  (Item 297 #3c)


Free clinics.  Provides $850,000 in FY10 to address the increasing need for health care services for low-income Virginians at free clinics.  This amendment maintains funding at $1.7 million total funding in FY10.  (Item 297 #4c)


Drinking water infrastructure.  Reduces $2.6 million from the general fund in FY10 and substitutes the same amount in federal revenues as a result of the recent federal stimulus law.  (Item 298 #1c)


Electronic records program.  Eliminates funding and language regarding the development of an electronic records system for local health departments ($75,000 each year as well as funding for a specific program in the Roanoke Valley). (No change from the introduced budget.)

Incentives for health professionals in underserved areas.  Reduces by $780,964 in FY09 and eliminates in FY10 all funding ($830,964) used as financial incentive funding to encourage physicians or psychologists to commit to practice in underserved areas of the state.  Eliminates all funding ($325,000 each year) for similar incentives used for dentists. (No change from the introduced budget.)

Behavioral Health and Medicaid

Savings from federal funding.  Federal funding and an enhanced federal match for Medicaid from the American Recovery and Reinvestment Act allows the state to reduce its Medicaid spending by $368.8 million in FY09 and by $593.7 million in FY10.  (Item 306 #6c)


Mental health waivers.  Adds $7.4 million general fund and $11.20 million non-general fund in FY10 to fund 400 mental retardation waiver slots during FY10.  This restores the FY10 funding for 200 waivers originally scheduled to be available by April 1, 2009, that were eliminated in the introduced budget, and adds another 200 slots to be available by Jan. 1, 2010.  This should help the state to reduce the urgent care waiting list by 20 percent this biennium.  (Item 306 #21c)


Eliminate local Medicaid surcharge.  Adds $516,604 to reverse the proposed policy in the introduced budget that would retain five percent of the Federal Financial Participation that currently is passed along to school divisions as reimbursement for medical and transportation services for Medicaid-eligible students in special education.  (Item 306 #9c)


Southeastern Virginia Training Center.  Strikes language from the introduced budget directing the closure of this center.  Adds language directing the Commissioner of Mental Health, Mental Retardation and Substance Abuse Services to work with other state agencies and a community planning team to plan for rebuilding of a 75-bed facility and the construction of community housing for individuals who would be transitioned into the community.  Also requires fast-tracking of licensing and certification of community facilities for this population.  Companion amendments restores operating funds and position levels for this facility. (Item 315 #2c)

Children’s inpatient services at Southwestern Virginia Mental Health Institute and the Commonwealth Center.  Removes language from introduced budget that closed the children’s beds at these facilities.  Language added to detail the process for operating these facilities.  Language also requires the Commissioner to set up a process to determine the profile of youth currently served at these facilities, the capacity of the community to treat them, and the role of the state in providing treatment for these individuals.  Other amendments restore the funding and positions at these facilities, and a notable amendment eliminates the language that would have transferred $2.1 million in FY10 into a fund to pay for inpatient mental health services for children no longer served at CCCA and SVMHI (Item 315 #3c and 320 #1c )


Eastern State transition plans.  Requires the Commissioner to work with Community Services Boards (CSBs) in the areas served by Eastern State Hospital to develop transition plans for individuals discharged from the hospital and to lease two buildings at Eastern State to the CSBs in that regional for these programs.  (Item 315 #4c)


Community level detox and treatment.  Language requires the Department of Mental Health, Mental Retardation and Substance Abuse Services to work with CSBs, Department of Corrections, and the Supreme Court on the feasibility of expanding the use of community medical detoxification and opiate maintenance treatment to divert opioid-dependent individuals from jails.  (Item 316 #3c)

Funding distribution.  Language requires the Commissioner to report to the General Assembly on the implications of reallocating funding provided by the 2008 Session for community-based mental health services to reflect the populations served by each CSB as opposed to the existing formula that uses ranges of populations served  (Item 316 #4c)


State-local hospitalization program.  Eliminates this program in FY10 for state savings of $10.8 million GF/$2 million NGF.  This program pre-dates the introduction of Medicaid and serves people who do not have health insurance nor qualify for Medicaid.  Local governments pay a required match on the program, which came to just over $2 million statewide in FY08.  This eliminates the local match as well. (No change from the introduced budget.)

Services for children.  Reduces by $80,000 the first year and $333,197 the second year the funding used to support workforce development in the area of children’s mental health services in underserved areas of the state. (No change from the introduced budget.)

Jail diversion.  Reduces by $2.3 million each year the funding to community-based contractors to develop and expand jail diversion and re-entry services. (No change from the introduced budget.)
Department of Social Services

Mandated programs forecast.  Requires the Department of Planning and Budget and Department of Social Services to annually prepare and submit to the House and Senate budget committees a forecast of expenditures for cash assistance provided through the Temporary Assistance to Needy Families (TANF) program, mandatory child care services under TANF, foster care maintenance and adoption subsidy payments upon which the Governor’s budget recommendations will be based for the current and subsequent two years.  (Item 337 #1c)


Federal funds for foster care programs.  The American Recovery and Reinvestment Act raises the federal share of Title IV-E foster care payments from 50 percent about 56.2 percent in FY09 and FY10, allowing the state to reduce its share of spending by $4.9 million in FY09 and $6.6 million in FY10. The increased federal funding is designed to offset rising caseloads and mitigate the need for further reductions in services and provider rates.  (Item 342 #2c)

Federal funds for community action agencies.  Switches out $3.2 million in federal TANF funds in FY10 with $3.2 million in federal funds from the American Recovery and Reinvestment Act. (Item 344 #1c)


Study partnership with boys and girls clubs.  Directs the Department of Social Services to examine the feasibility of using federal TANF funding to partner with the Virginia Alliance of Boys and Girls Clubs to expand services such as truancy and drop-out prevention services; targeted after-school services to foster children and homeless children; and services to improve academic achievement of at-risk children.  (Item 344 #4c)


Parent training.  Provides $10,000 in FY10 to the Parent Leadership Training Institute to improve child outcomes through parental involvement.  (Item 344 #7c)


Family life center.  Provides $75,000 in FY10 for the Visions of Truth Ministries to help pay for construction of a family life center.  The center will provide health and social services prevention services to at-risk populations and services such as safe housing, alcohol and drug treatment.  (Item 344 #9c)


Funding ranking. Language assures that localities that proceed with renovations or local consolidations preserve their ranking on the DSS priority ranking of local projects.  (Item 346 #1c)

Benefits determination system.  Modifies language from the introduced budget related to an implementation plan to develop a centralized, web-based eligibility determination system for benefit programs in DSS.  New language requires the Joint Legislative Audit and Review Commission and the Auditor of Public Accounts to review and comment on the plan prior to its submission for federal approval.  Funding to implement the plan is contingent upon approval of the 2010 General Assembly.  (Item 346 #3c)


Local training and assistance.  Reduces by $306,245 in FY09 and $518,762 in FY10 the funding allocated for these purposes. (No change from the introduced budget.)

Child care automated system.  Eliminates $750,000 each year that was to be used to create an automated child care management and payment system.  (Note:  federal funding available through the American Recovery and Reinvestment Act may be tapped for this use.) (No change from the introduced budget.)

Auxiliary grants.  Increases by $37 a month (with a 15 percent differential in Planning District 8) the payment for licensed assisted living facilities for eligible individuals. (No change from the introduced budget.)

Auxiliary grant portability pilot.  Allows, but does not require, the state, working with local departments of social services, to conduct a pilot for portable Auxiliary Grants to pay for housing (an apartment or single-room occupancy) for consumers who meet certain criteria (e.g., have lived in an assisted living facility for at least 6 months and receive services from a CSB).  Priority would be given to individuals who live in assisted living facilities that are going to close or will no longer house Auxiliary Grant residents.  Currently, an Auxiliary Grant helps pay the cost of room and board.  It is not clear how other living costs (food, utilities, etc.) would be paid in community placements. (No change from the introduced budget.)

Food banks.  Adds $1 million in FY09 to be given to the Federation of Virginia Food Banks for the purchase of food distributed to food banks across the state.  The funding is earmarked for the purchase only of food – no administrative costs. (No change from the introduced budget.)
Department of Rehabilitative Services


Local disability services boards.  Eliminates the requirement that local governments establish or maintain local disability services boards (the Appropriations Act language can override any language in the Code of Virginia).  Eliminates as well the $519,362 in the state funding provided to these boards to help pay for administrative expenses.  These boards were mandated by the state in the early 1990s.  The funding will go to help address the long waiting list of clients 24 years of age and younger (approximately 1,800 individuals) for the Department of Rehabilitative Services’ vocational rehabilitation program. (No change from the introduced budget.)
Natural Resources

VML staff contact:  Joe Lerch

Overview


The budget conferees did not adopt the House budget amendment transferring $149 million in WQIF cash balances to the state general fund.  The conferees also directed the Governor to use funds from the State Fiscal Stabilization Fund as provided in the federal stimulus package to supplant general fund support for agricultural best management practices and land conservation.

Department of Agriculture and Consumer Services


Purchase of Development Rights.  Reduce matching grants for the farmland preservation purchase of development rights program by $500,000 in FY10.  Localities use the program to help preserve farmland and open space. (No change from introduced budget.)

Department of Conservation and Recreation (DCR)


Non-point Source Pollution.  Provides $20 million in FY10 for non-point pollution source reduction activities related to agricultural best management practices.  Of the amount, $15.2 million is from funds received under the flexible fund component of the State Fiscal Stabilization Fund authorized under the American Recovery and Reinvestment Act of 2009.  The remaining $4.8 million is from interest earnings and from the Water Quality Improvement Fund Reserve Fund. Item 361 #4c

Land Conservation Funding.  Provides $2 million in FY10 for the Virginia Land Conservation Fund from the flexible fund component of the State Fiscal Stabilization Fund authorized under the American Recovery and Reinvestment Act of 2009.  Item 362 #3c

Soil and water conservation district representation.  Directs the Office of the Attorney General to provide representation at no cost to soil and water conservation districts and district directors upon their request.  (Item 56 #1c)


Soil and Water Conservation Districts.  Reduces state assistance to the 47 districts by $403,697 in FY09 and by $200,000 in FY10.  The districts work closely with farmers and other landowners to reduce non-point source pollution. (No change from introduced budget.)


Sediment Control Requirements.  Provides language requiring public institutions of higher education to be subject to project review and compliance for state erosion and sediment control requirements by the local program authority of the locality where the land disturbing activity is located.  The Department of Conservation and Recreation can issue an exemption for the higher education institution under certain conditions. (No change from introduced budget.)


Conservation Reserve Enhancement Program.  Reduces by $685,473 in FY09 and by $435,473 in FY10 payments made by the state and federal governments to encourage farmers and other landowners to remove environmentally sensitive lands from production. (No change from introduced budget.)


Dam Repairs.  Eliminates general fund support for repairs to the dams owned by the Soil and Water Conservation Districts -- $866,000 each year. (No change from introduced budget.)

Department of Environmental Quality (DEQ)


Water Supply Planning Grants.  Eliminates grants to localities to assist in the development of regional water supply plans -- $100,000 in FY10. (No change from introduced budget.)


Virginia Revolving Loan Fund.  Reduces by $3.0 million in FY09 the state’s match for federal funding.  The Loan Fund is used to help localities pay for wastewater treatment plant upgrades, and has sufficient balances to match decreasing federal grants. (No change from introduced budget.)


Wastewater Treatment Construction Assistance.  Reduces the wastewater treatment facility construction assistance staff by 5 positions ($255,355) in FY10. These staff provide technical assistance for facilities constructed using the Virginia Water Facilities Revolving Loan fund. (No change from introduced budget.)


Litter Prevention and Recycling Grants.  Suspends payments for litter prevention and recycling grants -- $100,000 each year. (No change from introduced budget.)


Point Source Pollution Projects.  Language authorizing the Virginia Public Building Authority to issue up to $250 million to fund or reimburse approved capital costs for DEQ-approved wastewater treatment projects. (No change from introduced budget.)

Marine Resources Commission


Oyster Replenishment.  Reduces support for oyster replenishment work, including relocation of disease tolerant brood stock oysters to permanent harvest sanctuaries, transplantation of seed oysters to low disease areas, and shelling of areas with high probability of spat set -- $386,833 in FY09 and $481,933 in FY10. (No change from introduced budget.)

Public Safety


Staff contact: Janet Areson
Compensation Board – Public safety


Sheriffs’ offices.  Restores $5.3 million (using federal stimulus funds referenced in Item 475.50 of the budget) to reverse reductions made in the introduced budget. (Item 69 #3c)


Inmate cost recovery.  Beginning July 1, expand the existing federal inmate cost recovery methodology to recoup the entire cost to the state for federal inmates housing in local and regional jails.  This is expected to reap about $256,000 for the state and cost local and regional jails that hold federal inmates the same amount. (Item 70 #1c)


Jail per diems.  Reduces state payments for jail per diems by $2.2 million each year as the result of a re-estimate (as well as the additional cost recovery taken in the previous item).  (Item 70 #2c)


Sheriffs’ offices dispatchers – Wireless E-911 Fund.  Transfers $6 million each year from the Fund (from the service providers’ share of the fund), thereby supplanting state general funds that support the efforts of sheriffs’ dispatch center operations. (No change from the introduced budget.)
Department of Corrections


State correctional system growth.  Creates a joint subcommittee to review potential alternatives to manage the growth of the state correctional system.  Emphasis is on reducing the growth in the numbers of non-violent, lower risk offenders entering state correctional facilities by providing the Department, regional and local jails, and local community corrections and pretrial release programs with appropriate programs and management tools to operate within the resources available.  (Item 387 #1c)


Study of state share of jail construction and operation.  Creates a joint subcommittee to review state policies regarding the oversight, approval, and financing of local and regional jail capital projects and operational expenses, with a view towards developing appropriate and fiscally sound recommendations for defining and meeting the states’ long-term obligations for such programs.  This amendment also provides continuing legislative authority for certain specified jail projects to proceed under established processes for review and approval by the Board of Corrections.  (Item 388 #1c)


Federal and out-of-state prisoners.  Directs the Department of Corrections to determine if there are additional opportunities to contract with the federal government and other governments to house prisoners in Virginia prisons and to enter into contracts as space is available.  (Item 390 #4c)

Drakes Branch water treatment contract.  Authorizes the Department of Corrections to enter into a contract with the Town of Drakes Branch to design and construct water and wastewater treatment facilities needed to support the state correctional center proposed to be located in the town.  (Item 391 #2c)


Diversion centers.  Reduces by $500,000 each year the funding for operating expenses of diversion centers operated by the state. (No change from the introduced budget.)
Department of Criminal Justice Services


Alzheimer’s disease training.  Reduces by $25,000 in FY10 the funding to support training for law enforcement officers and other first responders in managing individuals with Alzheimer’s disease or other memory-related impairments.  A total of $50,000 remains for this training in FY10 (Item 392 #1c)

Newport News criminal justice academy.  Provides for the creation of a new criminal justice academy for the city to supported solely with local funds.  Currently, no new criminal justice academies may be created without approval of the General Assembly.  (Item 395 #2c)


Community corrections & pretrial services.  Reduces by $1.5 million the funding for this program in FY10.  The introduced budget included an increase of $3 million.  (Item 395 #3c)


Immigration law and language training.  Reduces by $50,000 in FY10 the state funding to the Virginia Center for Policing Innovation to pay for basic training for local law enforcement agencies in immigration law and policy and the Spanish language.  (Item 395 #5c)


Federal funds for sheriffs and jails.  Specifies that the distribution of $23.3 million from Virginia’s allocation from the Edward Byrne Memorial Justice Assistance Grant shall be used for sheriffs’ offices and local and regional jails to the extent that such funds are made available as a part of the federal economic stimulus legislation. (Item 395 #6c)
Department of Emergency Management


Hazardous materials training.  Restores $275,000 in FY10 for hazardous materials training and response that was reduced in the introduced budget.  (Item 399 #1c)

Department of Juvenile Justice


VJCCCA.  Adds language authorizing the Department of Juvenile Justice to more quickly reprogram unobligated funds in the Virginia Juvenile Community Crime Control Act (from grants returned by localities) to localities demonstrating the greatest effectiveness in juvenile crime prevention.  (Item 411 #1c) 


Court services programs.  Reduces funding by $366,910 in FY10 to locally-operated courts services programs (Arlington, Fairfax and Falls Church).  These programs were not included in the first round of cuts to court services programs earlier in 2008. (No change from the introduced budget.)
Department of Fire Programs


Fire programs fund.  In FY10, transfers five percent ($1.098 million) from the non-general fund source (property insurance surcharge collected by the State Corporation Commission) to the state general fund.  These funds normally would go into the fire programs fund to be used for operating the agency as well as distributed to local governments/fire departments for apparatus, training, etc.  This is supposed to be a one-time action. (No change from the introduced budget.)
Transportation

VML staff contact:  Neal Menkes, Joe Lerch

Overview of General Assembly Actions


Adjusts downward Virginia’s state transportation revenues by an additional $124.8 million over the introduced budget bill for the 2008-10 biennium.  (Item 462.05 #2c)  For transit, budget language provides transit operators with a one-year authorization to “flex” their capital allocations from the state to maintain their operating service levels.  (Item 449 #1c)   Regarding the downsizing of VDOT, the conferees approved a language amendment detailing how the $575 million in reductions will be distributed.  (The total reduction for all transportation agencies including VDOT is $670 million.)  VDOT must develop a plan for the Commonwealth Transportation Board.  Quarterly progress reports on each action of the plan are to be submitted to the Governor, Commonwealth Transportation Board, and the General Assembly.  (Item 462.05 #1c)  


Regarding the use of federal stimulus money, the General Assembly directs the Secretary of Transportation to provide a prioritized and comprehensive listing of transportation projects ready to be advertised, “regardless of whether or not final criteria have been released.”  (Item 436 #1c)  The Commonwealth expects to receive $694.5 million for roads and $116.1 million for transit capital from federal stimulus funds.  The outlook for state transportation dollars to rebound after the stimulus dollars are spent is bleak.

Department of Motor Vehicles Transfer Payments


Financial Assistance to Localities.  Reduces by $4.4 million in FY10 the amounts to be transferred to local governments for the mobile home tax, the rental vehicle tax, and for the disposal of abandoned vehicles.  The reductions reflect the economic slowdown.  The amendment revises the total to be distributed to localities from $42.4 million to $38 million.  (No change from introduced budget bill.)
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