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Budget

Hello. Is anyone in Capitol Square listening?


Under the procedural resolution adopted in January by the General Assembly, the budget conferees are to conclude their work by midnight tonight.  It is unlikely that the delegates and senators will meet the deadline.  In fact, today’s edition of the Richmond Times Dispatch reports that the conferees were griping that the conference might not finish until June.


For local governments, however, budget deadlines are not “suggestions.”   The Commonwealth may not be able to pass its budget on time, but local governments will.  And, as the House, Senate and Gov. Bob McDonnell tangle over the differences between taxes and fees, spending cuts in VRS contributions, unfunded retirement liabilities, and a host of other issues dripping in politics, local governments plod ahead.


For local governments, budget development in FY10 was tough, but the outlook for FY11 and FY12 is blistering.  Let’s take a closer look.

Assessments


In FY08, real property comprised 54 percent and 50 percent of total local revenue for counties and cities, respectively.  The sagging housing market and helter-skelter commercial market have combined to drive down property assessments, and no one is expecting a rebound in the immediate future.


The assessment declines are statewide – Suffolk (4 percent residential), Norfolk (4.9 percent residential and 3.6 percent overall), Virginia Beach (5.75 percent residential), Chesapeake (6.35 percent residential), Portsmouth (4.38 percent residential), Prince William (14.5 percent commercial and industrial, 19.7 percent multi-family), Chesterfield (4 percent residential), and Arlington (7.2 percent overall, 3.25 percent residential, and 12.7 percent commercial).

Schools


The Staunton School Board voted Monday to close one of its four elementary schools, saving the school division $1 million in annual operating costs.  The school superintendent told the Waynesboro News Virginian that “we have no other choice to meet the need to save as much money as possible.”  Staunton schools also will tap into money from a bus reserve account to pay an early retirement incentive to teachers and support staff with 30 years of service.  The school system anticipates a shortfall of between $2 million and $3 million out of a $28 million budget.


Administrators and two support staff areas in the Waynesboro school system are set to take furlough days during the upcoming school year unless the state or city council come up with more money.  Also, 10-to-14 professional and support staff will not be replaced next year.


In Norfolk, the school division’s next budget would eliminate 410 jobs, including 135 teaching positions to offset an estimated $40 million in higher fixed costs and state funding cuts.  The FY11 budget would be nearly 13 percent less than this year’s spending plan.  Some programs would be eliminated; employees would get no pay raises and would have to absorb a 12.5 percent increase in health insurance costs; and some grades would see class sizes get bigger.  According to the Virginian-Pilot, the school board chairman said: “There’s absolutely no way the board and the school system can reasonably expect to do business as usual.  We’re looking at massive changes.”


The Falls Church School Board voted last week to forward its FY11 budget request to the city manager that is $1 million or 3.6 percent less than the current year budget.  School board members noted the difficulty in developing the proposal along with the need to protect their students.  The city is facing a 15 percent gap between projected revenues and the size of the FY10 budget.  City council will have to decide by late April.


The Suffolk School Board delayed a decision to close three elementary schools, hoping that a retirement incentive, restructuring of some programs and other smaller cost-savings will be sufficient to balance the FY11 budget.  The school superintendent is unsure how much needs to be cut until the amount of state assistance is determined.  Closing the schools would save about $1.7 million and eliminate 37 positions.


Arlington County’s school division faces challenges stemming from enrollment growth, higher health insurance costs for employees, and a $12.8 million reduction in revenue contributed by the county.  To cope with the situation, the school division will increase existing fees charged to students and others who use school facilities.  A new athletic participation fee is also proposed.  Almost 100 central office and school positions would be eliminated, and the pupil-teacher ratio would be raised.  The budget impact of state reductions are still under review.

Budgets


City managers and county administrators have either submitted their budget proposals to their respective city councils or boards of supervisors or about to do so.


Chesterfield County is facing a second consecutive year with a declining budget.  The budget delivered to the board of supervisors is 2.1 percent less than the current budget, which in turn is 4.6 percent than the FY09 budget.  The county administrator said that through efficiencies the county was able to avoid major programmatic cuts in FY10, but next fiscal year will be different.  All nine library branches will close one day a week, the waste and recycling convenience centers will be closed two days a week, funding for many parks and recreation programs will be eliminated and several historical sites closed, and after-hours appointments, employment and residential services for mental health will be reduced.  Some 84 full-time positions and 61 part-time positions are slated for elimination.  Even with the reductions, the budget director warned that all problems will not be solved next year or the year after.


In Arlington, the county manager has proposed eliminating 90 positions of which 20 will result in layoffs.  Spending cuts are in store for community policing, library and park facilities hours, nursing care, mental health, a fire rescue unit and staffing of planning functions.  After a round of public hearings, the board will adopt the FY11 budget in April.


The Alexandria City Manager presented his budget on Feb. 16, stating that FY11 “will be the third year of unprecedented fiscal challenges facing the City of Alexandria.  We can expect at least three and may four more years of difficult financial prospects calling for significant spending restraint.”  The city is facing a $44.2 million budget gap.  The city manager’s proposal contains some significant service reductions, eliminates funding for 67 positions (in addition to the 109 positions cut in FY10), and calls for delays in capital projects and other program needs.  Concerning city support for schools, the budget proposal would increase the city’s commitment by 2 percent “to meet the schools operating needs in the face of enrollment growth and declining state assistance.”  Among the city agencies facing cuts are the police department (2.8 percent), human services (3.5 percent), and housing (29.8 percent).  City Council will approve the budget in early May.

What’s next?


In addition to wringing expenses, local governments are wrestling with the decision to raise taxes.  The Alexandria city manager’s proposal assumes a real estate tax increase of 7 cents to raise $21.4 million.  In Arlington, the county manager assumes a real estate tax increase of 6.7 cents.  The Fairfax Board of Supervisors approved last year a real estate tax rate of $1.03 per $100 of value.  The county executive recommended a $1.07 rate in FY11, but members of the board are thinking about advertising a rate as high as $1.12.   (The advertised rate is the highest rate the governing body can adopt.  The governing body is empowered to adopt a final rate less than the advertised rate.)    


But, not all local governments are contemplating real estate tax hikes.  The Chesterfield Board of Supervisors decided to stick with the current rate of 95 cents, and Richmond City’s mayor said his proposed budget will be based on keeping the rate at $1.20.

For some localities, the only answer is to refuse to make up the state reductions.  It is a tactic that will almost certainly result in a decline in services, but such action will highlight the state’s role in these services and the state’s retreat in funding its commitments.  Some localities follow informal policies in not making up for the loss of state and federal funding, while others, such as the city of Manassas, have adopted formal policies.  VML urges local governments to adopt similar policies.


VML also urges their members to remember the advice VML President Lance Terpenny gave at Legislative Day.  

Terpenny said: “I hope that as we move forward through this budget cycle that we take the stand that we will not become the scapegoat for the state’s failure to fund the basic services that we are told to deliver.  I like the approach taken by a supervisor in Chesterfield County in response to citizen complaints about reductions in education funding.  He said the state was cutting funding, and he suggested that the citizens make sure that they let their delegate and senator know of their concerns about cuts ...”
Reminder: Conferees must hear from localities on education, 599, communications tax


As budget conferees continue their negotiations, it is essential that they hear from local governments about their state budget priorities. 


In particular, VML has identified three funding issues of critical importance: K-12 education funding, restoration of funding for police departments (599), and elimination of the state grab of revenue generated by the communications sales and use tax.


The March 5 Legislative Bulletin included details on these topics.   

Senators, sheriffs make case for public safety funding during press conference

A small bipartisan group of Senators, flanked by local sheriffs, made a case this morning for the Senate approach to funding public safety in the state budget for FY11-FY12.
Democrats Janet Howell and Ralph Northam were joined by Republicans Tommy Norment and Jeffrey McWaters at a press conference in the General Assembly Building.  Howell and Norment serve as budget conferees.


Stafford County Sheriff Charles Jett, president of the Virginia Sheriffs’ Association, said that the House budget does not fund even basic services for sheriffs.  He urged the House to pass SB 329 (Stuart) that increases various court fees and provides the money to restore $51 million a year in reductions to public safety included in the budget introduced by former Gov. Tim Kaine.

Howell outlined areas of disagreement between the House and Senate budgets.  She said that the lack of funding in the House budget would translate into a loss of 790 positions in sheriffs’ offices, 250 positions in local police departments and 103 fewer state police positions.  


Norment, saying that he is tired of hearing House conferees say they have not heard from sheriffs, urged the officers to let conferees know the need for public safety funding.  
“Do not come here and be bashful, go home if you didn’t come to advocate,” Norment advised.

Virginia Beach Sheriff Ken Stolle, a former state senator, maintained that proposed cuts would jeopardize the lives for uniform personnel in his department.  

Personnel
Localities removed from E-verify bill

Local governments have been removed from a House bill that would have required them to use a federal system to verify whether job applicants are eligible to work in the United States.

As it came to the Senate, HB 737 (Albo) mandated the state and local governments to begin using the system, known as E-Verify, by Dec. 1.  E-Verify is a free Internet-based system operated by the U.S. Citizenship and Immigration Services in partnership with the Social Security Administration.  It provides an automated link to federal databases to help employers determine employment eligibility of new hires and the validity of their Social Security numbers.
The Senate Commerce and Labor Committee limited the bill to apply only to state agencies and to become effective on Dec. 1, 2012.  HB 737 was approved by the Senate 39-0 today.  The amended bill will go back to the House for a vote.
Public Safety
Senate committee derails bill prohibiting local handgun permit fingerprint requirement

The Senate Courts Committee disposed of legislation Monday that would have removed the option for local governments to require that applicants for concealed handgun permits submit fingerprints as part of the application.  
The committee passed by HB 870 (Cline) for the week, effectively killing it since the committee will not meet again this session.  
Thanks to everyone who contacted their members on the committee so that local governments may continue to use this commonsense requirement as part of their application process.
Miscellaneous
Pre-trial services bill killed in committee

A bill pushed by commercial bail bondsmen that would have allowed only poor people to be released from jail for free while awaiting trial was passed by in the Senate Courts Committee on Monday, killing it for 2010.  The committee will not meet again this session.

HB 728 (Albo) would have severely reduced the role and authority of the Pretrial Services Offices and driven up the costs of operating jails.  The state’s jails include a large population of prisoners who are not indigent, but who cannot make bail.  

Pretrial Services Offices play a vital role in managing the jail population and minimizing prisoner expense.  The offices make prisoners abide by conditions set by pretrial probation officers instead of keeping them in jail to await trial.  Most commercial bondsmen charge defendants 10 percent of the bond amount.
The bill had passed the House on a 63-36 vote.  
