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House, Senate release budget proposals
The mood was relatively somber on Sunday afternoon when the House Appropriations and Senate Finance committees made public their respective budget proposals.  The presentations amounted to overviews of the two spending plans.  Details were in scarce supply.   
While it appears that the House has posted a number of its amendments on its Web site, the Senate will likely release its amendments on Tuesday around noon.  

Since all of the amendments are not yet available, this Legislative Bulletin includes information about a handful of selected actions of importance to cities, towns and counties.  VML’s legislative staff will provide more details and comparisons of the two proposals once it gets a chance to review all of the amendments Tuesday afternoon.  You may see pieces of the respective plans thus far on the House and Senate Web sites.  

Each house has until Thursday (Feb. 25) to adopt its version of a budget.  By March 3, each house is to have completed work on the other house’s budget.  The two budget bills will then to go to a conference committee that is charged with resolving differences by March 9.  

Of particular interest to local governments:

Car tax.  As expected, both the House and the Senate restored the $1.9 billion in state payments for the local personal property tax in the next biennium.  

State assistance for local law enforcement.  While the House chose to add more than $41.4 million to sheriffs’ offices and functions, it did not exhibit any warmth toward local governments with police departments.  
The House budget reduces state assistance for local law enforcement (HB 599) by $6.7 million over the biennium.  Further, the House rejected the public safety fund and accompanying fee proposed by former Gov. Tim Kaine.  The fee would have helped to shore up funding for local law enforcement, with an additional $14.9 million.  
This means the total reduction for communities with police forces over the biennium is $21.6 million.  The Senate tried to achieve parity in its reductions to police departments and sheriffs’ offices, reducing each by 8 percent.  This means an addition of $10.2 million each year from the state’s general fund to the HB 599 funding level from the introduced budget, bringing the total distribution to $166.7 million in FY11 and $160 million in FY12.  

K-12 education.  The House cuts an additional $310 million each year in K-12 education, but claims these reductions are offset by more than $270 million in local VRS “savings” resulting from the funding of a lower teacher retirement rate.  The language available so far suggests that local governments, however, would be required to remit the “savings” to the state and that the “savings” would count as the state’s contribution to public education.  The result is that school divisions, but not local governments, would be held relatively harmless if this interpretation is correct. 


The House also creates a block grant lumping together a variety of programs aimed at at-risk students and pre-kindergarten.  If approved, this would reduce the level of state funding and distribute the money on a per pupil basis.  Therefore, localities with large numbers of at-risk students are adversely affected, and state funding programs would not recognize the higher costs to educate them.  


The Senate also includes education cuts and lowers the VRS contribution rates for teachers.  The Senate commentary states that the lower rates will generate local retirement savings that will help local governments maintain school funding.  The exact language is not yet available.  


The Senate also proposes to end all testing except that which is required under “No Child Left Behind” (NCLB), and makes other proposals that would increase flexibility in the use of education funds.  The House also proposes additional flexibility to waive ratio requirements for a number of special programs (e.g., limited English proficiency, elementary resource, gifted and talented, etc.) and for filling vacancies for librarian, guidance counselors, and instructional and support technology positions.

Compensation Board.  The House proposes that the Compensation Board be moved to the Department of Planning and Budget, while the Senate proposes that this agency be moved back under the Secretary of Administration (the introduced budget proposes moving it under the Secretary of Public Safety).

In a more disturbing development, the House proposes partially restoring the funding for commissioners of the revenue, treasurers and finance directors, using the Communications Sales & Use tax, which is a local tax collected by the state. 

Children’s mental health services.  Both the House and Senate propose to keep open the Commonwealth Center for Children and Adolescents in Staunton, thereby preserving a public safety net for acute mental health treatment.  So far, the beds for children and adolescents at Southwestern Virginia Mental Health Institute still are slated for closure, but the Senate may have more to say on that score.

Planning district commissions.  The Senate budget recommends eliminating state general funds for PDCs.

Local social services and health departments.  The House reduces state funding to local social services from 1 to 5 percent ($4.6 million total each year) and reduces the state contract with local health departments by 5 percent ($4.6 million each year).  

ABC stores.  Finally, in a nod to the fact that alcohol sales have risen during this recession, the Senate proposes that the state open an additional 10 ABC stores in locations “deemed to have the greatest potential for total increased sales in order to maximize profitability.”  It projects increased revenues of $3 million per year. 
