[image: image1.jpg]egislative

A digest of legislative news from the General Assembly affecting local governments.




March 19, 2010
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EDITOR’S NOTE: With all the attention that’s been paid to the budget for 2010-2012, it’s easy to forget that Gov. Tim Kaine proposed a number of far-reaching amendments last December to the FY10 budget for the fiscal year that ends June 30.  The General Assembly made a number of changes to those proposals, although most of them were not substantive. 


In the overview that follows of HB 29, the bill that amended the FY10 budget, the amendments proposed by Kaine that were approved by the General Assembly are noted as being from the introduced budget.  Amendments by the General Assembly have a link to the appropriate budget amendment to HB 29.


Also … the Virginia Department of Education has just released locality-specific information on education budgets.  VML sent an e-mail to managers and legislative liaisons earlier this morning that includes links to the information.  (Superintendent of Public Instruction’s memorandum on direct aid to public education.)  The Department of Criminal Justice Services released information Thursday on HB 599 distributions; that information was e-mailed to managers, and has been posted on VML’s web site (the link is included below, under State Aid to Local Governments).  The Compensation Board plans to release locality- and officer-specific information on March 26.
Overview of HB 29

Adjustments to current FY10 budget are numerous
Background: Resources and revenues

VML staff contact: Neil Menkes / nmenkes@vml.org

Writing a legislative “wrap-up” is never easy for VML staff as it deconstructs and then reconstructs the actions of the General Assembly.  In what seems like an event from the distant past, but that was only three months ago, former Gov. Tim Kaine stood before the General Assembly’s money committees to present his budget proposals.


His budget for the remaining months of FY10 called for a general fund revenue reduction of $340 million.  The introduced budget bill included an official revenue estimate of $13.9 billion plus an additional $292.9 million transfer from the Revenue Stabilization Fund (“Rainy Day” Fund).  Kaine also proposed to bump up transfers of cash from non-general fund sources to the general fund by $106.1 million, raising total transfers in FY10 to $548 million.  He also pushed for a one-time savings of $144 million from accelerated sales tax collections.  All of these actions taken together resulted in a total of $14.7 billion in general fund resources, which is $1.1 billion less than the estimates and actions taken by the General Assembly just eight months earlier in the 2009 Appropriation Act.


The former governor also recommended an increase in the recordation fee paid by new homeowners from $10 to $20.  The additional revenue would be deposited to the Virginia Natural Resources Commitment Fund.  The proceeds, estimated at $9.1 million per year, would pay for agricultural best management practices to improve the water quality of Virginia’s rivers and streams.  (The fee increase was ultimately adopted by the legislature.)


The final amendments approved by the General Assembly increase by $91.7 million the amount of general fund resources, resulting in a new total of $14.8 billion.  The $91.7 million figure is a “net number,” including actions taken by the General Assembly on reversions, transfers and estimates.  As compared to the introduced budget bill the General Assembly bumped up the official revenue estimates by $65.8 million, withdrew another $500,000 from the Rainy Day Fund, and approved an additional $21.5 million in transfers.


All of these actions, as well as other actions taken in the introduced budget, leave an un-appropriated general fund balance of $131.3 million at the close of FY10.  The General Assembly chose not to spend this balance.  Instead, if the money materializes, and is collected by June 30, most of it will be used to pay for a one-time bonus for state employees.  The bonus would be equivalent to 3 percent of base pay, and would be awarded in FY11.

Spending


The paragraphs below provide detailed explanations of the amendments proposed by Kaine and accepted by the General Assembly as well as the amendments initiated and approved by the legislature which modify the Kaine amendments or address other issues.

The General Assembly, however, only endorsed two new general fund spending amendments.  The first restores $2.4 million of the state’s share for the state employee deferred compensation program.  (Item 472 #2c)  The second amendment authorizes $913,000 for the educational wing at the Virginia War Memorial.  (Item C-5.30 #1c)

State Aid to Local Governments

VML staff contact: Janet Areson / jareson@vml.org

State assistance to local law enforcement (HB 599).  Further reduces funding for the program by $2.799 million in the current year from the funding level announced in Sept. 2009.  Funding stands at $180.8 million for the year.  Click here for locality distributions. (Introduced budget)

Recordation taxes.  Maintains funding level at $40 million for the year. (Introduced budget)

Rolling stock.  Increases the share to be distributed this year by $530,000 over the previously budgeted amount, bringing the funding level to $6.2 million. (Introduced budget)

Tennessee Valley Authority payments in lieu of taxes.  Increases the share to be distributed this year by $465,349 over the previously budgeted amount, bringing the funding level to $700,000. (Introduced budget)

Distribution of sales tax on fuel in Northern Virginia.  Maintains funding amount at the same level as previously budgeted for this year, at $71,115,843. (Introduced budget)

Administration

VML staff contact: Janet Areson / jareson@vml.org
Compensation Board.  The reductions implemented in September totaled $1.04 million for local finance directors; $1.97 million for local commissioners of revenue; $3.4 million for operations of local attorneys for the commonwealth; $4.82 million for circuit court clerks; and $1.95 million for local treasurers.  (Introduced budget)
Constitutional office salaries and benefits.  Reduces funding by $2.2 million in the current year based on a one-day furlough for all Constitutional Officers and their state-supported employees.  Eliminates reimbursements, totaling $7.8 million, to reflect suspension of payments in the fourth quarter for retirement and fringe benefits. (Introduced budget)

Sheriffs’ offices dispatchers - Wireless E-911 Fund.  Transfers an additional $2 million from the Wireless E-911 Fund to supplant reduced general fund support for salaries of communication officers in sheriffs’ offices (but not for police departments). (Introduced budget)

Jail per diems.  Reduces per diem funding by 5 percent, or $3.59 million, in the current year as a result of policy changes in the amount of per diem to be paid to local and regional jails.  Effective March 1, 2010, reduces per diem payments for local responsible inmates in local or regional jails from $8 per day to $4 per day, and changes from $8 or $14 per day to $12 per day for state inmates housed in local or regional jails (including out-of-compliance inmates).  Reduces per diems for inmates in jail farms from $22 per day to $18 per day.  Reduces payment for jail contract beds to $8 per day (from $14 per day). (Introduced budget)
Jail expansion. Saves $2.4 million based upon delayed openings of jail expansion projects scheduled in Loudoun County and Riverside Regional Jails. (Introduced budget)

Technology Trust Fund. Reverts $2 million of Technology Trust Fund cash to the general fund in FY10.  (Introduced budget)

Compensation, salary and benefits

VML staff contact: Mary Jo Fields / mfields@vml.org

Reduced salary reimbursements for state-supported local employees. Reduces state salary reimbursements by $3.5 million (the equivalent of a one-day furlough) for constitutional officers and their full-time employees; general registrars and members of electoral boards; full-time employees of community services boards, Centers for Independent Living, juvenile detention center, juvenile delinquency prevention court services units, social services board, pretrial services act and comprehensive community corrections act employees and local health departments that operate as a unit of local government. (Also reported under Compensation Board.) (Introduced  budget)


Reduce funding of retirement and group life. Reduces state funding by $7.8 million in FY10 to eliminate payments in the fourth quarter for retirement and fringe benefits for constitutional officers.  (Introduced budget)



Local early retirement program.  Allows political subdivisions to participate in the workforce transition program to allow greater retirement benefits for employees who are involuntarily terminated or laid off due to budget reductions, downsizings, etc. The governing body has to adopt a resolution to participate in the program; a school board’s resolution has to include a resolution by the council/board of supervisors as well. These transitional benefits are provided:

1.  Transitional salary payments

a) for employees with at least two years of service or less, 4 weeks salary

b) for employees with 3-9 years of service, 4 weeks of salary plus one additional week of salary for every year of service over two years.

c) for employees with 10-14 years: 12 weeks of salary plus 2 additional weeks of salary for every year of service over 9 years

d) for employees with 15 years: 2 weeks of salary for every year of service, not to exceed 36 weeks of salary.

e) Transitional payment would be reduced by the amount of unemployment compensation and would be reflected in the last severance payment. 

2. Separated employees remain covered under the employer’s health insurance plan and group life insurance plan, with the employer continuing to pay its share of the premium.  Terminated employees are allowed to purchase continuing health insurance coverage under COBRA.

3. Employees eligible for transition benefits who are 50 years of age may have the employer purchase additional years to be credited either to the employees’ age or creditable service, or combination thereof, except that the purchase may only be for creditable service (not age) for employees eligible for unreduced retirement benefits.  The number of years of age or credit purchased is based on the cash value of the salary and fringe payments divided by the cost of each year of age or service. 

4. Costs of the program will be factored into employer contribution rates beginning with the June 30, 2011 valuation. (Introduced budget)


Use of group life funds for Line of Duty death benefits.  Authorizes VRS to transfer $500,000 from the group life insurance program to the state general fund as reimbursement for death claims paid during FY10 under the Line of Duty Act. (Introduced budget & Item 267#1c) 


Bonus payment to state employees.  Authorizes a one-time bonus payment of 3 percent of base pay for state employees on Dec. 16, 2010 contingent on general fund revenue collections for FY10 exceeding the official revenue forecast by $82 million.  If collections for FY10 exceed the official forecast by less than $82 million, the bonus shall be prorated to a percent of base pay that equate to the amount of excess revenues collected. (Item 472#1c) Language authorizing this bonus payment is also included in HB 30. 


Restoration of cash match for state employee deferred compensation.  Provides $2.5 million in general funds to restore for the 4th quarter of FY10 the state match for the state employee deferred compensation program.  This match was eliminated in the introduced budget.  (Item 472#2c)

Direct Aid to Education

VML staff contact: Mary Jo Fields / mfields@vml.org
The conference report did not make any changes to the direct aid to education amendments contained in HB 29 as introduced.  There were extensive changes in the introduced bill, however. The Department of Education will release locality-specific information on the budget by March 19.

The FY10 budget amendments include a $249.2 million decrease in state contributions to K-12 direct aid to education.  This number obscures the extent of general fund reductions, however.  The budget includes a reduction of $550.1 million from the general fund, offset by a transfer of $219.0 million from the State Fiscal Stabilization Fund (federal stimulus funds) and an additional $81.9 million from lottery profits and the Literary Fund.  The $219.0 SFSF funds had previously been set aside for FY11.  (The budget states that the use of SFSF funds is not intended to be a permanent reduction to basic aid funding sources.)


These numbers also obscure the dramatic change from Gov. Tim Kaine’s budget reduction plan from September 2009. At that time, the reduction plan called for a reduction of “only” $171.2 million from the general fund, to be offset by $133.8 million in nongeneral funds.  The additional transfer from the SFSF as of last September was only $68.9 million.  These numbers give a good general sense of how quickly the fiscal picture disintegrated.  The numbers would have been even worse except for the proposal to not fund retirement and fringe benefit costs for the fourth quarter of FY10.  


Here’s a summary of the major proposals in the K-12 area as contained in the introduced budget.


Sales tax projections.  Decrease of $37.7 million to reflect downturn in sales tax projections offset by an increase in basic aid.  When sales tax goes down, state and local required shares of basic aid goes up.


Lottery profits.  Updates participation for programs funded through the lottery (such as the Virginia Preschool Initiative) and adds the savings to the Support for School Construction, Operating Costs and Textbook account. The end result is an increase from $60.9 million to $72.4 million in the amount distributed directly to school divisions through the Support for School Construction, Operating Costs and Textbook account.  The budget also adds $9.9 million in carry-over funds from 2009 to the lottery account used by the state to pay its share of specific programs.  The budget also moves funding for the academic year portion of the Governor’s Schools to the lottery service area, and moves the school breakfast account from lottery to the incentive service area. Localities that have met their required local payments may carry over unused funds to 2011.


Textbook payments.  Eliminates textbook funding of $79.6 million.  School divisions already have received partial payments for their allocations of textbook funding.  To make up for the elimination of these payments, state payments for basic aid will be reduced for the remainder of the year.  The elimination of the textbook payment was not included in the reduction plan announced last September. Nonpersonal costs include utilities, communications, insurance, pupil transportation, etc.  


Remove funding for nonpersonal inflation factors.  Reduces $61.3 million in basic aid funding by eliminating the use of an inflation factor for the nonpersonal costs.  This is a change in funding policy that is carried through to the 2010-2012 budget, and represents a permanent decrease in state support for public education.  Data used in computing the cost of nonpersonal factors will be based on 2008 data, and will not be adjusted to bring those costs forward to 2010.  This action was not included in the reduction plan announced last September. The explanation given is that inflation is much lower than when the 2009 budget was adopted.  Nonpersonal costs, however, include utilities, transportation and insurance, all of which have experienced inflation beyond inflation for other items, so in essence this amendment simply passes on costs to localities.


Literary Fund.  Transfers $72 million from the Literary Fund to the general fund to help pay the state’s share of teacher retirement.  The September reduction plan had announced a transfer of $55 million.  The total transfer from the Literary Fund for FY10 stands at $195 million.


Reduce incentive, categorical and supplemental educational programs.  As announced in the September reduction plan, reduces a variety of programs by 10 percent, for a reduction in state funding of $296,962.  Affected programs include clinical faculty, career switcher mentoring grants, Virginia Educational Technology Alliance, Career and Technical Education Resource Center, Jobs for Virginia Graduates, Project Discovery, Southside Virginia Regional Technology Consortium, Southwest Virginia Public Education Consortium, Virginia Career Education Foundation, Van Gogh Outreach Program and the Great Aspirations Scholarship Program.  Funding for these programs is further reduced in the 2010-2012 budget.


Defer fourth quarter payments for state operated programs.  Defers $8.2 million in payments to affected school divisions from the fourth quarter payment for FY10 to FY11.  These payments are for education services provided by contract with local school divisions for children in state hospitals, clinics, detention homes and the Woodrow Wilson Rehabilitation Center.  This deferral also is included in the 2010-2012 budget.  


Update enrollment projections.  Reduces state funding by $22.5 million for SOQ, Lottery funded, remedial summer school, English as a Second Language, incentive and categorical programs to reflect updated enrollment figures. 


Elimination of fourth quarter retirement/fringe benefit payments. 

Incorporates the employer contribution rate premium holiday for VRS retirement, group life (and employee rate for group life only), and retiree health care credit for the fourth quarter of fiscal year 2010 (April through June 2010) first announced in the September 2009 reduction plan.  For FY10, state funding is reduced by $69.2 million. The net local savings from the three-month premium holiday to local governments is estimated at more than $140 million statewide (i.e., savings from suspending three months of payments to VRS less three-months of state payments). The localities that will see the largest local savings are those with high composite indexes, those that hire more teachers than recognized by the state and those that pay teachers’ salaries that are higher than those funded by the state, but all localities with school divisions will realize this one-time savings.  This one-time savings to the employer decreases contributions to the retirement trust, which will likely lead to higher contribution rates.   

There are no changes to the VRS retirement, retirement health care credit, or group life employer contribution rates on which school divisions will make monthly contribution payments to VRS for FY10. However, employer contribution payments by divisions to VRS for these benefits will be suspended from April through June 2010. The employee share for VRS retirement will still be paid by divisions to VRS for the full fiscal year. VRS will only charge school divisions the employee share of group life from July through March 2009. State SOQ payments for these benefits will be reduced by approximately 50 percent (from January to June 2010) to account for the premium holiday in the fourth quarter. This table shows the rates on which school divisions will be billed by VRS from July to March 2009:

	FY10 Fringe Benefit Rates   (Paid by school divisions to VRS))
	FY10 Employer Rate 

Rates for Division Payments to VRS 
July 2009 to March 2010 
	FY10 Employee Rate 

Rates for Division Payments to VRS 
July 2009 to June 2010

	Instructional VRS (Does not include health care credit) 
	8.81 percent 
	5 percent

	Nonprofessional Support VRS 
	7.62 percent
	 5 percent

	Group Life 
	0.27 percent 
	0.52 percent (July through March Only)

	Retiree Health Care Credit 
	1.04 percent
	


This table shows the equivalent rates on which state SOQ payments for these benefits will be paid to school divisions for the full fiscal year:

	FY10 Fringe Benefit Rates (State funds paid to school divisions)
	FY10 Employer rate 
Rate for state payments 
July 2009 to June 2010

	Instructional VRS (Does not include health care credit)
	6.61 percent

	Nonprofessional Support VRS 
	5.72 percent

	Group Life 
	0.20 percent

	Retiree Health Care Credit (state funds paid as part of the VRS per pupil amount) 
	0.78 percent


Judicial Department

VML staff contact: Jessica Stuart / jstuart@vml.org
Freeze vacant judgeships.  Reverts $750,000 to the general fund representing savings from freezing the replacement of vacant judgeships between Feb. 15, 2010 and July 1, 2010.  (Item 41 #1c)

Health and Human Resources

VML staff contact: Janet Areson / jareson@vml.org
Department for the Aging


No Wrong Door.  Reduces state funding by $47,898. (Introduced budget)

SeniorNavigator.  Reduces state funding by $23,750. (Introduced budget)

Individual care services.  Reduces state funding for home and community-based services (transportation, adult day care, personal care, care coordination, homemaker services) by $500,000. (Introduced budget)

Respite care initiative.  Reduces state funding by $53,672. (Introduced budget)

Respite care grant.  Reduces state funding by $270,856. (Introduced budget)
Department of Medical Assistance Services (Medicaid)


Enhanced federal match for CSA services.  Reflects savings of $7.54 million in state match (local governments should benefit as well as they pay part of the Medicaid match for CSA services) due to enhanced federal Medicaid match from the American Recovery and Reinvestment Act (ARRA). (Introduced budget)

Therapeutic behavioral services.  Reduces by five percent the rate paid for such services provided in a residential setting, effective Feb. 1, 2010, and continues into the new biennium.  Savings are $190,666 general fund. (Introduced budget)

Intensive in-home services rates.  Reduces the rate for intensive in-home services for children from $70 to $60 per hour, effective Feb. 1, 2010.  This service provides interventions for children up to 21 years of age who are at-risk of being moved into an out-of-home placement or after they are transitioned from such a placement. The savings are $3.367 million; local governments pay part of this Medicaid match and should benefit as well. (Introduced budget)

Utilization and inflation.  Adds $80.06 million to pay the increase in the use of Medicaid services and service costs.  The non-disabled adult and children population of this program grew by eight percent in FY09 and is projected to grow by more than 12 percent in the current fiscal year.  There also are increased costs due to a federal requirement that beginning Jan. 1, 2010, Medicaid must cover the increased cost of a 14.6 percent increase in Medicaid Part B premiums for beneficiaries who qualify for both Medicare and Medicaid. (Introduced budget)

Involuntary commitments.  Adds $3.06 million to fund hospital and physician services for individuals subject to involuntary mental health commitments.  (Introduced budget)
Department of Social Services


Unemployed parents cash assistance.  Adds $5.5 million to pay for increasing caseloads in this program.  This program gives support to eligible low-income two-parent families to ensure basic subsistence needs are met.  In FY09 the caseload nearly doubled and expenditures grew by 72 percent.  (Introduced budget)

Foster care and adoption assistance.  Decreases funding by $2.77 million general fund due to a decrease in the forecast for expenditures this year.(Introduced budget)
Public Safety

VML staff contact: Janet Areson / jareson@vml.org
Brunswick Correctional Center. Directs the Department of Corrections and the Virginia Economic Development Partnership to prepare a report examining the potential options for re-use or redevelopment of the Brunswick Correctional Center. This report, due by June 1, 2010, shall consider the impact of the closure of this facility on the local governments in the region, with particular reference to the impact on water and sewer rates for the Town of Lawrenceville.  (Item 390 #1c)
Natural Resources

VML staff contact: Joe Lerch / jlerch@vml.org

Water Quality Improvement Fund (WQIF).  Transfers $6.2 million in unallocated funds for agricultural and urban runoff control and $3.6 million for local government wastewater treatment plant upgrades to the general fund (Item 3-1.01 #1). Although DEQ will replenish its fund through the issuance of $250 million in bonds, the money is already obligated under current grant agreements with local governments for plant upgrades. More importantly, no cash will be available to cover what is expected to be a $137 million shortfall in payments to localities under these agreements. It is anticipated starting July 1, 2010, DEQ will reduce payments on a pro-rata basis given the expected shortfall in funds, despite the fact that Virginia law states that “In keeping with the purpose for which the Fund is created, it shall be the policy of the General Assembly to provide annually its share of financial support to qualifying applicants for grants in order to fulfill the Commonwealth's responsibilities under Article XI of the Constitution of Virginia.”  Article XI of the constitution states “… it shall be the Commonwealth's policy to protect its atmosphere, lands, and waters from pollution, impairment, or destruction, for the benefit, enjoyment, and general welfare of the people of the Commonwealth.”

Transportation

VML staff contact: Joe Lerch / jlerch@vml.org

Department of Motor Vehicles.  Transfers $3.2 million from the Uninsured Motorists Fund to the general fund from that portion of the Uninsured Motorists Fund previously retained by the agency to support its information technology initiatives. (Introduced budget)


Transportation Trust Fund.  Transfers $6.2 million from the Transportation Trust Fund to the general fund to cover the estimated loss of revenues for the income tax deduction for sales tax paid on car purchases – a provision of the American Recovery and Reinvestment Act. Estimated FY 2010 revenues to the Transportation Trust Fund from the automobile sales and use tax are approximately $410 million.  It is impossible to determine whether this tax incentive will result in more automobiles being purchased and therefore additional revenue to the Transportation Trust Fund, but it is clear that overall dedicated revenues to the fund will continue to decline absent any significant new revenue sources. (Item 3-1.01 #2) 67
