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February 10, 2011

The Senate Finance Committee and the House Appropriations Committee reported their respective budget plans last Sunday afternoon.  The budget amendments affect the remainder of this fiscal year as well as next year.  The subcommittee reports for the two money committees can be found at http://sfc.virginia.gov and http://hac.virginia.gov.


The actual amendments are available to the public at http://bit.ly/e64yA4.  


The House and Senate will debate and vote on their budget packages on Thursday.  Budget conferees will be chosen no later than February 16.  The Speaker of the House selects the delegates to serve as House conferees.  In the Senate, the chairman of the Senate Finance Committee chooses the Senate budget conferees.
Overview of resources, spending


The Senate package includes an additional $54.7 million of new resources (e.g., taxes and cash transfers) in FY11 and $122.9 million in FY12 for a biennial total of $177.6 million.  The additional resources are offset with net new spending of $175.3 million for the biennium.  The un-appropriated general fund balance increases from $4.1 million to $6.4 million


In the House, first-year resources increase by $193.9 million.  In FY12, resources are reduced by $81.8 million, resulting in an increase of $112 million for the biennium.  The additional resources are offset by net new spending of $104.4 million.  The un-appropriated general fund balance bumps up to $7.6 million.


The bottom line is this: The Senate budget plan has more resources and spending than its House counterpart.  But, it is the focus of the two budget plans that define the significant differences and the possible degree of difficulty in reaching a budget compromise before Sine Die.

Major themes


In his opening comments to the House Appropriations Committee on Sunday, the chairman, Del. Lacey Putney, articulated the committee’s priorities:

· address the funding shortcomings of VRS,

· scrutinize any new spending requests made by the governor,

· use one-time savings to fund non-recurring costs or to unwind structural deficits,

· minimize state debt,

· set aside more funding for the Rainy Day Fund, and

· reduce the burden on businesses.

Sen. Chuck Colgan, chairman of the Senate Finance Committee, offered a different perspective remarking that “(w)hat you will see [in the Senate package] is limited restoration of funding reductions in our core responsibilities of education, health care, and public safety, along with targeted new investments in higher education and economic development.”  Colgan pointed out that because of the economic downtown the state is operating the current budget on the level of revenues collected in 2006 and that scarce general fund dollars must be directed toward education, health care and public safety.  In prepared remarks, Sen. William Wampler Jr., the senior Republican on the committee, also said the purpose of the Senate budget amendments is to preserve core services such as K-12 public education, higher education, public safety, and preserving access to health care.


It is interesting to note that the House and Senate differ over the question of whether or not transportation is a core service needing general fund resources.  The House supported Gov. Bob McDonnell’s proposal to capitalize a transportation infrastructure bank with $150 million from the general fund.  The Senate stripped the money from the governor’s proposal.


The two amendment packages are also in conflict over several issues, including, but not limited to, public education funding, state assistance for local police departments (‘599’ program), comprehensive services for at-risk youth and families, retirement contributions for teachers and local government employees, local economic development efforts, funding for the upgrades of locally-owned public wastewater treatment plants, local juvenile diversion and crime control programs, deposits to the Rainy Day Fund, and funding local social services offices.


Staff contact: Neal Menkes, nmenkes@vml.org. 


The analysis that follows starts with the budget amendments introduced by Gov. McDonnell.  The action by the House and Senate is then noted below each item. Legislative amendments not in the introduced budget bill are at the end of each section.

State aid to local governments

VML staff contacts:  Janet Areson, jareson@vml.org; Neal Menkes nmenkes@vml.org 

State assistance for police departments (HB 599 funding).  

Governor:  No change in state funding to this program.  Under the current Appropriation Act, in FY12, state support drops by more than $18.5 million to $160 million.  This will be the smallest appropriation for the program in 12 years.

House:  No amendment.

Senate:  Adds $18.67 million in the second year to keep the funding distribution at the same level as the current year ($178.7 million) (Item 386#1s)

Recordation taxes.  

Governor:  No amendment.

House & Senate:  No amendment.

Rolling stock taxes.  

Governor:  No changes are proposed in either year.

House & Senate:  No amendments.

Tennessee Valley Authority payments.  

Governor:  No changes are proposed in either year.

House & Senate:  No amendments.

Administration

VML staff contacts:  Janet Areson, jareson@vml.org; Mary Jo Fields, mfields@vml.org
Compensation Board

Liability & surety bond premiums. The governor’s amendments shifts the entire cost of the Virginia Risk Management liability and surety bond premiums on behalf of Constitutional Officers, directors of finance, and regional jails to local governments in FY12 ($1.7 million).  The Compensation Board currently pays the premium and recovers 50 percent from reimbursements to local governments. (Item 67.90 N)

House & Senate:  Accept amendments.

Training funds.  The governor’s amendments strip appropriations of $118,110 each year for Compensation Board sponsored training on executive management, lawful employment practices, and jail management training for officers and employees and inserts language that training money is subject to appropriation by the General Assembly. (Item 67.90 I)

House & Senate:  Accepts amendment.

Blue Ridge Regional Jail.  The governor includes state funding of $1.3 million and 92 positions in FY12 for staffing the expansion of this regional jail funded Jan. 1, 2012. (Item 67.20)

House & Senate:  Accepts amendment.

Partial funding restoration for sheriffs.  The governor restores $8.3 million in each year to partially offset reductions to sheriffs with law enforcement duties and those with court services duties caused by the General Assembly’s failure to pass the Virginia Public Safety Fund fee during the 2010 Session.  This partial restoration leaves a funding shortfall of $13.4 million in the second year (in comparison, none of the reductions taken in state assistance to police departments during the last session were restored). (Item 67.20)

House:  Provides $3 million in additional funding in the second year to offset reductions for sheriffs from the 2010 session. (Item 67.20#1h)

Senate:  Provides $6.5 million in additional funding in the second year to offset reductions for sheriffs from the 2010 session. (Item 67.20#1s)

Jail per diem payments.  An additional $7.4 million is added in FY11 for the state share of per diem payments.  The 2010 General Assembly cut per diem payments by more than $20 million; this makes up a portion of that deep reduction.  No additional funding is added for FY12. (Item 67.30) 

House: Reduces by $1.3 million the amount proposed in the Governor’s budget for per diems in the current fiscal year, allegedly because the number of local-responsible offenders in jails and regional jails have decreased in number. (Item 67.30#1h)

Senate:  Accepts governor’s amendment.

Retirement reimbursement for constitutional officers.  Reimbursement for retirement expenses for constitutional officers and their employees capped on the lower of either the state employee contribution rate, or the rate of the city, county or jail authority.  Since the state employee contribution rate is proposed to be increased to 6.08 percent in FY12, the cap on reimbursement by the Compensation Board would be raised to that rate as well under the governor’s introduced budget. (Item 67.90 R1)  

House and Senate:  The state reimbursement for retirement for constitutional officers will be based on a 2.13 percent retirement contribution rate (the 2011 level). (Item 67.90#2h)  (Item 67.90#2s)  This shifts even more costs to localities. Ordinarily the state reimburses at the lower of either the state rate or the local rate. The state rate for reimbursement will be held at 2.13 percent even if the contribution rate is raised.
Year-end balances.  Deletes language regarding mandatory re-appropriation of prior fiscal year-end balances for all programs and officers. (Items 67.20, 67.60, 67.70, 67.80) 

House & Senate:  Accept amendments.

Legislative amendments not included in introduced budget

Sheriffs’ deputies.  No new positions or funding is included.  According to population estimates, an additional 114 deputy positions (at a cost of $3.9 million) would be needed by FY12 to meet the 1 deputy per 1,500 population ratio.


House:  Adds funding and four new deputy positions for the City of Alleghany Highlands that is under proposal but has not yet been approved by voters. (Item 67.20 #2h)


Senate:  Accept governor’s amendment. 

Health and human services

VML staff contact:  Janet Areson, jareson@vml.org
Secretary of Health & Human Resources 

Agency audits.  The governor dedicates $1.35 million in FY12 to contract with an independent entity to audit the Departments of Health, Social Services, Medical Assistance Services, and Behavioral Health and Developmental Services. (Item 273 and executive budget explanation)

House:  Reduces by $700,000 the amount for such audits.  (Item 273#1h)

Senate:  Eliminates the $1.35 million and the language referencing independent audits. (Item 273 #1s)

Legislative amendments not included in introduced budget

Private provider contracts with HHR agencies
House:  No amendment.

Senate:  Adds language requiring that on Oct. 1, 2011, and each year thereafter, agencies within the Secretariat report contracts negotiated with private providers when such contracts require automatic funding increases.  Such reports must be forwarded to the House and Senate budget committee chairmen. (Item 273 #2s)

Home-delivered meals study

House:  Directs the Secretary to work with affected agencies as well as local agencies and meal delivery providers to examine the use of state and federal resources for home-delivered meals for home-bound individuals with debilitating or terminal diseases.  The study will look at the number of persons served and not served, potential duplication or overlap of programs, and how programs and resources could be better coordinated.  Report is due Sept. 1, 2011. (Item 273#3h)

Senate:  No amendment.

Comprehensive Services Act for At-Risk Youth & Families (CSA).  The governor’s budget included three changes to the program to reduce the state’s share of costs for this program and shift costs to local governments at a cost of at least $16.4 million in FY12 (Item 274).  
Non-mandated funding.  The governor eliminated state funding for non-mandated children who primarily enter the program through the courts system or behavioral health system.  

House:  Restores $5 million in the second year. (Item 274 #1h)

Senate:  Restores $5 million in the second year. (Item 274#1s)

Therapeutic foster care funding.  The governor increased the local match for therapeutic foster care (TFC) services by moving it from a community-based service category to a residential service category, thereby shifting at least $7.5 million in costs to local governments. (Item 274 C3b)

House:  Accepts governor’s amendment.

Senate: Reverses the introduced budget action and restores $7.5 million in the second year for the state share of costs. (Item 274#2s) 

Therapeutic foster care and special education-related services.  The governor reduced funding for certain special-education related services and moves the special education-related services from the community-based match rate to the base match rate (the 2007 base rate) (Item 274 C3e).  This change also is reflected in the state funding figures in the FY12 CSA budget.  

House:  Accepts governor’s amendment.

Senate:  No restoration of funding, but language addresses information required to be reported to the budget committees regarding special education-related services. (Item 274#4s)

.  

State pool of funds.  The governor reduces the state share of the state pool of funds by $11.4 million in FY12 (the second year of the budget).  All the funding reductions are for non-Medicaid children and families.  (Item 274 B1c)

House:  The non-mandated amendment listed above would restore part of the reduction.

Senate:  The therapeutic foster care and the non-mandated amendments would restore part of the reduction.

Supplemental funding.  The governor reduces the state share of funding for services needed beyond the base pool allocations (an example of when such funding is needed occurs during the course of the fiscal year if a family with a child or children who need extensive services and who are in the mandated population move into a community and their services go beyond the locality’s basic allocation for the year).  The reduction in the state share is $1 million in FY11 and $5 million in FY12.  CSA is a sum-sufficient program, and as such should address appropriate service costs for any mandated child.  (Item 274 B2a)

House & Senate:  Accept amendment.

Year-end balances.  The governor strikes language allowing unexpended general fund balances in the program to be re-appropriated for expenditure in the next fiscal year.  This could have an impact on local governments because CSA is a reimbursement-based program, and many communities request reimbursement after the end of the fiscal year for services that run through the end of the fiscal year.  However, this language was struck for FY10, and the state honored its commitment to reimburse localities.  (Item 274 D)

House & Senate:  Accept amendment.

Proposed change in billing system. The governor proposes language that the Office and the Department of Medical Assistance Services examine the possibility of transferring CSA’s billing system to DMAS. (Item 274 L)

House & Senate:  Accept amendment.

Legislative amendments not included in introduced budget

Therapeutic foster care services, examination & reporting

House:  Directs the State Executive Council to authorize guidelines for more uniform and effective use of therapeutic foster care services with a focus on rural areas and areas with few providers; provide training for all local workers, team members and providers on these guidelines. (Item 274#4h)

Senate:  Directs the State Executive Council to authorize the use of regional contracts for TFC and direct the Office of Comprehensive Services to assist local teams and coordinators with development of contracts, with special attention to rural areas and areas with few service providers. (Item 274 #3s).  A related amendment directs the Office of Comprehensive Services to annually report on the average cost, length of stay, and number of children in therapeutic foster care.  This amendment also requires OCS to provide guidance and training to localities regarding contract negotiation with such providers. Finally, OCS must report on funding for special education day treatment, residential services, and services provided in public schools.  Reports are due Sept. 1.  (Item 274 #4s)

Expansion of CSA mandated population

House:  Language would make any child eligible for Medicaid-funded behavioral health rehabilitation services (both community-based and residential) a part of the mandated population of CSA.  This means that local governments would be responsible for a local match for each and every child in this category, estimated to be as many as 190,000 additional cases.  (Item 274#3h).  A second amendment would give local government $1.5 million in state funds and $1.5 million in federal funds for local administrative cost for providing care coordination services for the new mandated population through Family Assessment and Planning Teams and Community Policy and Management Teams.   This would come out to about $22,000 per locality; totally inadequate for the massive caseload expansion. (Item 274 #2h).  A third amendment, under DMAS, would reduce the state share of costs for this population by $21.6 million, which would be shifted to local governments to pay. (Item 297 #6h)

Senate:  Accepts governor’s amendment.

Department for the Aging 

Alzheimer Respite Initiative. The governor reduces state funding by $33,649 in FY11. (Item 275 A)

House & Senate:  Accept amendments.

Department of Health

Departmental savings. The governor reduces the Department’s budget by $1 million as savings. (Item 286)

House:  Accepts amendment.

Senate:  Restores $1 million to allow the Department to maintain current operations in core public health services. (Item 286#1s)

Legislative amendments not included in introduced budget

Restaurant fees

House:  Reverts annual food establishment fees to FY08 levels, and provides $4.3 million to the Department to make up for the loss of revenue from reduction of the fees. (Item 287#1h)

Senate:  Requires the commissioner to develop a sliding scale for restaurant inspection fees based on the size and complexity of the establishment subject to inspection.  Changes would be effective July 1, 2011. (Item 287#1s)

Health district staffing

House:  No amendment

Senate:  Adds 95 staff positions to ensure adequate staffing levels in all health districts to integrate the Child and Adult Feeding Program and the Summer Feeding program and expand WIC participation to improve enrollment and use of the available federal funding to meet the needs of eligible citizens. (Item 287#2s)

Southwest Virginia dental clinic

House:  Requires the Commissioner to identify and develop options for delivering dental services in underserved areas of Southwest Virginia, including use of public-private partnerships in developing and staffing facilities.  (Item 287 #2h)

Senate:  No amendment.

CHIP of Virginia

House:  No amendment.

Senate:  Restores $800,000 from federal TANF funds in the second year to the Comprehensive Health Investment Project (CHIP).  The 2010 General Assembly reduced general fund support by $843,612.  CHIP is a statewide network of local public-private partnerships which provide registered nurses and community outreach workers to visit at-risk families to give access to a medical home, health supervision, and family support for children and pregnant women.  (Item 288 #2s)

Wastewater reuse 

House:  No amendment

Senate:  Requires the commissioner to work with the director of Environmental Quality to review the reuse of wastewater, thereby reducing nutrient pollution in Virginia.  A report is due Oct. 2011. (Item 290 #1s)

Department of Medical Assistance Services

Intellectual disability waivers.  The governor proposes 275 additional slots in the program effective July 1, 2011, at a cost of $9.8 million a year. (Item 297 ZZ4)

House:  Adds $4.43 million (both GF and federal funds) to create another 100 slots in the program, to be used for residents at Central Virginia Training Center or Southside Training Center who are deemed ready for discharge and have chosen to be served in the community.(Item 297#1h).  A second amendment adds $3.93 million (both GF and federal funds) to create an additional 270 new developmental disability waiver slots beginning July 1.  (Item 297 #2h)

Senate:  Reduces by $1.3 million (GF and federal funds) by reallocating proposed funding for additional intellectual disability waiver slots to authorize 175 ID waivers and 100 developmental disability waivers.  (Item 297 #1s)

Care coordination waivers and authority.  The governor requests DMAS to seek federal authority through necessary waivers to expand care coordination to all services and populations served in programs administered by DMAS.  This expansion would be based on the principle of share financial risk or savings and greater quality of care.  This includes children and adult services, and includes a special waiver to allow on a pilot basis, foster care children under the custody of the City of Richmond Department of Social Services to be enrolled in Medicaid managed care.  This also includes a requirement for an independent assessment and re-evaluation of children who need community mental health, rehabilitative services and are at risk of out-of-home placement.  These assessments would be done by licensed or license-eligible mental health professionals who are not affiliated with a CSB.  No services will be provided until such assessment is completed and the need for services verified.  (Item 297 MMM and 297 OOO)

House:  Rewrites these sections to remove any application to children’s mental health services, which it instead gives to the CSA program, thereby promoting the idea of parallel mental health systems to be run by CSA as well as CSBs.  It keeps the City of Richmond’s pilot project intact.  (Item 297#14h)  A related amendment provides $100,000 in state and $100,000 in federal funding to DMAS to make the administrative and system changes necessary to move care coordination for children with mental health needs from its agency to CSA. (Item 300#1h)

Senate:  Amends the introduced language regarding children’s mental health services to allow the assessment to be done by a licensed or license-eligible mental health professional who would not directly provide or supervise the direct services recommended in the assessment, and also allow a CSB employee to do the assessment.  If a child is already involved in CSA, the FAPT team’s referral, where appropriate, can be used in lieu of the independent assessment.  (Item 297#15s)

Legislative amendments not included in introduced budget

Government-operated nursing facilities

House:  Exempts governor-operated nursing facilities from direct and indirect care operating payment reductions of 1.91 percent that will go into effect in FY12 and adds back $153,468 in state and federal funds each.  To be exempt, these facilities must demonstrate 80 percent or greater Medicaid use in their provider fiscal year ending in calendar 2009. (Item 297#4h)

Senate:  No amendment.
Department of Behavioral Health and Developmental Services

Medications and prisoner re-entry services.  The governor directs the Department to work with the Departments of Corrections and Juvenile Justice and local and regional jails to develop a formulary for dispensing medications for offenders being released into the community to ensure consistency as they move to being served by community behavioral health programs.  (Item 304 0)

House:  Accepts amendment.

Senate:  Prior to making any changes, the Department must report on proposed changes, as well as any additional costs or savings associated with the change to the House and Senate budget committee chairs. (Item 304 #3s)

Mental health community crisis stabilization funding.  The governor adds $4 million in the second year to expand crisis stabilization and related services statewide to delay or deter placement in state behavioral health facilities. (Item 305 V)

House: Subtracts the $4 million in funding in the second year, thereby putting the funding at the same level as in the current year. (Item 305#1h)

Senate:  Accepts governor’s amendment

Community crisis assistance for persons with intellectual disabilities, etc.  The governor provides $5 million in second year to establish community crisis intervention services in each region for individuals with intellectual disabilities and co-occurring mental health or behavioral disorders. (Item 305 T)

House:  Reduces by $2.5 million the funding in the second year for this purpose and targets it only to regions served by Central Virginia and Southside Virginia Training Centers. (Item 305#2h)

Senate:  Accepts governor’s amendment.

Community intervention in the Eastern State Hospital region.  The governor provides $2.4 million in FY12 to Health Planning Region V (Hampton Roads/Eastern State Hospital region) for services intended to delay or prevent placements in state mental health facilities; adds $4 million in FY12 to expand crisis intervention/stabilization services statewide to delay or prevent placement in state mental health facilities. (Item 305 U & V)

House:  Reduces by $1 million the funding added in the introduced budget for this purpose and adds that the funding can be used for discharge planning as well. (Item 305#3h)

Senate:  Accepts governor’s amendment.

Staff to monitor community-based services.  The governor adds $514,641 to pay for six licensing positions with the Department to better monitor community-based service providers who serve individuals with behavioral health or developmental disabilities. 

House & Senate:  Accept amendments.

Staff to help with community transitions.  The governor adds $400,000 for five staff positions to work with residents of state training centers and their families to plan for transition into placements in the community. 

House & Senate:  Accept amendment.

Sexually-violent predator facility. The governor proposed tax-supported bonds in the amount of $43.5 million for building a new facility (Item C-76.10)

House:  Eliminates the proposed tax-supported bonds for this facility (Item C-76.10#1h)  A second amendment reduces funding by $10.1 million and 298 positions in the second year to reflect a delay in reopening a temporary facility in Dinwiddie.  Language requires the Department to conduct a comprehensive review of the civil commitment of sexually violent predators prior to proceeding with the expansion or construction of additional units or facilities for this purpose.  (Item 319#1h)

Senate:  Accepts governor’s amendment.

Legislative amendments not included in introduced budget

Southwestern Virginia Mental Health Institute

House:  Reduces by $1 million from the introduced budget and maintains funding to continue operations of one 20-bed adult/geriatric unit at the Southwestern Virginia Mental Health Institute in Marion.  The 2010 Appropriations Act reduced funding based on the closing of the geriatric unit on July 1, 2010.  This closure has taken place. (Item 309#1h)

Senate:  No amendment.

Licensing requirements
House:  No amendment

Senate:  Adds $50,000 the second year for one-time systems costs related to licensing requirements for children’s residential facilities; contingent on passage of SB 1451 (Deeds). (Item 304 #2s)

Department of Social Services

Sliding scale child care assistance.  The governor reduces the state contribution to this program by $7.96 million in FY11, while increasing the federal match by $2 million. (Item 327 J)

House & Senate:  Accept amendments.

Funding for local social services offices.  The governor increases federal share of funding for local eligibility staff and operations and local social worker services by $5.3 million in FY11 and $10.2 million in FY12. (Item 328)

House:  Accepts amendment.

Senate:  Restores $5.8 million in state funds and $8.3 million in federal funds to local social services departments that was reduced in the 2010 Appropriations Committee.  Local governments face a five percent reduction in funding in FY 12 as a result of the reductions.  This funding will help with increased caseloads for SNAP (food stamps), Temporary Assistance to Needy Families and other mandated services. (Item 328 #1s)

Auxiliary grant program.  The governor decreases state funding to this program in FY11 by $500,000 and increases state funding by $1.9 million in FY12. (Item 330)  
House & Senate:  Accept amendments.

Domestic violence prevention and support services.  The governor increases funding by $555,000 in FY11 and by $1.25 million in FY12.  The funding would be used for grants to local domestic violence programs for crisis and core services for victims of domestic violence. (Item 330)  

House & Senate:  Accept amendments.

Emergency and energy assistance. The Governor increases federal funding to these programs by $49.5 million each year.  (Item 332)

House & Senate:  Accepts amendments.

Healthy Families.  The governor reduces the state general fund contribution to the program in FY12 by $2.4 million and replaces that money with federal TANF funds. (Item 333 C)

House:  Accepts governor’s amendment.

Senate:  Restores $1 million in the second year from federal TANF block grant funds.  This program’s funding has been reduced by 41 percent in the second year; this funding will allow 500 children access to services.  (Item 333 #3s).

Federation of food banks.  The governor provides $500,000 in state general funds in FY12 to the Federation of Virginia Food Banks to purchase food through food banks throughout the state.  (Item 333 G)

House:  Removes this funding due to an opinion of the Attorney General that state appropriations to non-state agencies is forbidden by the Constitution of Virginia. (Item 333#1h)

Senate:  Accepts governor’s amendment.

Legislative amendments not included in introduced budget

Virginia Early Childhood Foundation

House:  No amendment.

Senate:  Restores $225,000 in the second year to the Foundation, which was cut in the 2010 Appropriations Act.  This would restore funding back to the $1.5 million level each year as provided in the 200-10 biennium.  These funds are matched by private and local resources and are necessary for the Foundation to leverage its current grant opportunities.  The Foundation works with public and private sector partners to better prepare children throughout Virginia for kindergarten and ensure greater academic success, which affects the economic future of communities.  (Item 333#2s)
Community and Economic Development

VML staff contact:  Neal Menkes (nmenkes@vml.org) 

Gov. Bob McDonnell has said repeatedly that economic development is one of his administration’s highest priorities.  The governor’s budget package proposed increase spending in this area by $58.4 million for the biennium.  A number of the amendments reflect the recommendations made by the Governor’s Economic Development and Job Creation Commission.  For the most part, the House and Senate budget amendments build off the governor’s efforts.  There are, however, several legislative amendments that focus resources on issues not addressed or fully addressed in the introduced budget bill.


For example, the House package includes $111.6 million to eliminate the accelerated sales tax for all businesses with sales of less than $50.0 million.  This change would take effect this fiscal year.  The House also provides $5.7 million in “fee relief” for businesses and another $600,000 to market Virginia agricultural products overseas.  In the Senate amendments, $6.5 million is provided to fully fund the Enterprise Zone Program.

BPOL.  Authorizes the Joint Legislative Audit and Review Commission (JLARC) to study the impact on local revenue if the basis for the tax is changed from gross receipts to net income.  As part of the study, local tax officials would have to require any business needing a business license in CY 2010 to calculate its net income and the resulting tax liability for CY 2010 using net income.  (This requirement is in addition to the information that businesses already have to provide for their license applications or BPOL under § 58.1-3700 of the Code of Virginia.)  Local officials would have to collect the information by October 1, 2011, consolidate the data reported by each taxpayer, and submit the data to JLARC by April 1, 2012.  JLARC would issue a final report by November 1, 2012.  This amendment responds to a recommendation made by the Governor’s Economic Development and Job Creation Commission (Item 30 G).

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.  

Economic Development Incentive Payments

Virginia Research and Technology Investment Fund.  Provides $25.0 million in FY12 to be used as grants or loans to foster innovation and commercialization of research; and increase applied technology research capabilities of Virginia’s institutions of higher education.  The General Assembly will have to enact legislation to establish the Fund.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 96 N)

House:  Reduces the appropriation by $15.0 million, leaving $10.0 million.  The remainder is transferred to research endeavors within higher education.  (Item 96 #2h)

Senate:  Reduces the appropriation by $15.0 million, leaving $10.0 million.  (Item 96 #1s)

Base Realignment and Closure Commission Recommendations.  Restores $7.5 million in FY12 to assist localities with infrastructure, environmental clean-up, workforce training, and other items related to the military’s realignment of bases.  Priority is first given to any locality with a master jet base.  (Item 96 J1)

House:  Eliminates the appropriation (Item 96 #1h).

Senate:  Eliminates the appropriation (Item 96 #2s)
Department of Business Assistance


Virginia Small Business Financing Authority.  Provides $5.0 million in FY12 for the Loan Guarantee, Capital Access, and State Economic Loan Fund programs.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 98)

House:  Reduces the budget of the Department of Business Assistance (DBA) by $2.0 million.  DBA is the parent agency for the Small Business Financing Authority.  However, the House did insert language designating $5.0 million in FY12 to recapitalize the Virginia Small Business Financing Authority's programs.  (Item 98 #1h)

Senate:  Accepts the governor’s amendment.  Adds budget language that would allow the authority to issue additional loans subject to certain conditions.  (Item 98 #2s)


Tourism Development Revolving Micro Loan Fund.  Provides $2.0 million in FY12 for qualified tourism projects to be administered by the Virginia Small Business Financing Authority.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 98)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Department of Housing and Community Development


Industrial Site Revitalization.  Re-capitalizes the Virginia Removal or Rehabilitation of Derelict Structures Fund by $4.0 million in FY12.  The fund provides grants to localities to acquire, demolish, remove, rehabilitate, or repair derelict structures.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 100 M)

House:  Reduces the governor’s amendment by $3.0 million.  Includes budget language providing up to $2.0 million for the Derelict Structures Fund from sales of state surplus property.  (Item 100 #2h)
Senate:  Accepts the governor’s amendment.


Virginia Main Street Program.  Provides $500,000 in FY12 for the Main Street Program to promote economic and physical revitalization of historic downtowns and neighborhood commercial districts.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 100 N)

House:  Reduces the governor’s amendment by $250,000.  (Item 100 #3h)

Senate:  Accepts the governor’s amendment.

Virginia Enterprise Zone Program.  Increases funding for the program in FY12 by $1.0 million, raising the total appropriation for the Enterprise Zone Program to $13.2 million.    This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 101)

House:  Adds $500,000 to the governor’s amendment.  (Item 101 #1h)

Senate:  Adds an additional $6.5 million to the governor’s amendment to fully fund the Enterprise Zone Program.  (Item 101 #1s)

Homeless Assistance.  Reduces funding by $169,547 for the Child Service Coordinator Program in FY12.  The program provides case management on children living in homeless shelters.  (Item 99 C)

House:  Accepts the governor’s amendment.

Senate:  Adds budget language, mandating for re-appropriation any unexpended balances in the Housing Assistance Program.  (Item 99 #2s)


Legislative Amendments not in the Introduced Budget Bill

Indoor Plumbing

House:  Reduces second year funding by $295,206.  (Item 100 1h)


Senate:  Restores $300,000 in FY12 for the Southeast Rural Community Assistance Project.  (Item 100 1s)


Planning District Commissions

House:  No amendment.


Senate:  Provides $232,869 in FY12 to increase by 15 percent the allocation for each Planning District Commission to help restore previous reductions.  (Item 100 2s)

Rental Assistance

House:  No amendment.


Senate:  Provides $250,000 for a rapid re-housing program.  (Item 99 #1s)
Virginia Economic Development Partnership

Regional Collaboration.  Provides $400,000 in FY12 as targeted incentives to encourage local economic development offices to cooperate within regions.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation (Item 114 R)

House:  Reduces the governor’s amendment by $200,000.  (Item 114 #4h)
Senate:  Accepts the governor’s amendment.

Marketing.  Restores $697,997 in FY12 to allow the agency to maintain current marketing activity levels.  (Item 114)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.

Legislative Amendments not in the Introduced Budget Bill

Brownfields Restoration
House:  No amendment.

Senate:  Provides $2.0 million in the second year for the restoration and redevelopment of brownfield sites.  (Item 114 #1s)
Virginia Tourism Authority
Tourism Marketing Partnership Grant Fund.  Provides $1.0 million in FY12 as matching grants to counties, municipalities, and local not-for-profit organizations to promote tourism attractions and events.  This is a recommendation of the Governor’s Commission on Economic Development and Job Creation.  (Item 120)

House:  Adds budget language allocating $1.0 million to attract and promote an international tourism event in Virginia.  (Item 120 #3h)

Senate:  Accepts the governor’s amendment.

Legislative Amendments not in the Introduced Budget Bill

Travel Advertising
House:  Adds $70,965 in FY12 to the cooperative advertising program operated by the Outdoor Advertising Association of Virginia.  (Item 120 #1h)
Senate:  Provides budget language directing the agency to dedicate $85,000 in FY12 from existing funds for outdoor advertising.  (Item 120 #1s)
Compensation, benefits, and retirement

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

Local employees.  The governor proposes that political subdivisions that have elected to pay the 5 percent member contribution for employees hired before July 1, 2010 be given the authority in FY12 to revisit that decision, and to require those employees to pay the 5 percent member contribution, provided a 3 percent salary increase is given. Political subdivisions include cities, counties, towns, school boards and other local bodies such as authorities, CSBs, etc. (Item 469, P1 & P2) Under the proposal, both employees and employers would be responsible for FICA and Medicare taxes resulting from salary increases.  Requires employees hired after July 1, 2011 to pay the five percent member contribution.

House:  Retains the language granting localities, including school boards, the authority to require employees hired before July 1, 2010 to pay the 5 percent member contribution but requires that a 5 percent salary increase be given. Retains the language requiring that employees hired after July 1, 2011 pay the 5 percent member contribution. Clarifies that political subdivisions would continue to have the option to require employees hired between July 1, 2010 and July 1, 2011 to pay the 5 percent member contribution. (Item 469#9h)
Senate:  Eliminates language giving those political subdivisions that have elected to pay the 5 percent member contribution for employees hired before July 1, 2010 the authority to revisit that decision.  Removes mandate in introduced budget that requires local employees hired on or after July 1, 2010 pay the 5 percent member contribution. (Item 469#2s) 

Teacher retirement.  The governor proposes to raise the teacher employer contribution rate by 2 percent (from 5.16 to 7.16 percent) in FY12 (Item 469 J1).  The price tag would be $53.2 million in state funds and approximately $84 million in local funds. The problem for localities: The governor proposes to use money presently designated for a composite index hold harmless account in FY12 to pay the state share of the increased teacher retirement rate. Thus the 97 localities currently slated to receive this hold harmless funding in FY12 would not receive any of these dollars, and would have to use non-state words to pay their share of the teacher retirement contribution rate.  

House:  Sets the retirement rate back to 5.16 percent for FY12.  (Item 469#8h) The House budget makes a lump sum payment to VRS of $89.8 million in FY12, which represents the state share of a 3.3 percent contribution rate increase. This amount would not have to be matched by localities. This $89.8 million is not new state money, but comes from state funding in the LCI hold harmless account and for middle school resource teachers.  So the state pays down its VRS underfunding by using dollars that were already appropriated for the classroom (see Direct Aid, below). Unlike the governor’s amendment, however, the House does not require additional local contributions for teachers for VRS above the 5.16 percent rate included for FY12 in the current budget.  Language advises school boards to save for rate increases expected in future years. 

Senate:  Sets teacher retirement rate at 6.33 percent.  Eliminates language giving those school boards that have elected to pay the 5 percent member contribution for employees hired before July 1, 2010 the authority to revisit that decision.  Removes mandate in introduced budget that requires school employees hired on or after July 1, 2010 pay the 5 percent member contribution. (Item 469#2s) 

State employees.  The governor proposed raising the employer contributions paid to the various state plans (state employees, judges, etc.), not including teachers, by 4 percent in FY12.  This is a rate of 6.08 percent for regular state employees.  In addition, the governor proposes to require state employees hired before July 1, 2010 (Plan 1 employees) to pay the 5 percent member contribution and to provide those employees a 3 percent salary increase effective July 1, 2011. Finally, a 2 percent bonus for all state employees (not just Plan 1 employees) contingent on revenues is provided, effective Dec. 1, 2011 (Item 469 T-U).

House:  Funds a 5 percent salary increase, effective June 25, 2011, for state employees hired before July 1, 2010 (Plan 1 employees).  The House also requires Plan 1 employees to pay the 5 percent member contribution to VRS.  State employees hired after July 1, 2010 (Plan 2 employees) are already required to pay the 5 percent member contribution to VRS. The budget amendment adds $15.1 million to pay the higher employer cost for Social Security and Medicare.  Employees also would have higher Social Security and Medicare costs. (Items 469#6h, 469#7h).  The House also phases in an increase in VRS contribution rates for state employees in FY12 and eliminates the deferral of 4th quarter VRS payments to FY13. State employer rates will be increased by 1.5 percent in the 2nd quarter; by 2.5 percent in the 3rd quarter, and by 4.5 percent in the 4th quarter. For state employees, therefore, the rate would be 6.58 percent in the last quarter. This amendment results in an additional $120 million payment to VRS. (Item 469#8h)

Senate:  Sets a 4.53 percent contribution rate for state employees.  This amendment lowers by $100 million the deferral of VRS contributions included in the adopted budget. Eliminates the 3 percent salary increase for state employees hired before July 1, 2010 in the introduced budget, as well as eliminating the requirement that those employees pay the 5 percent member contribution. (Items 469#2s, 469#3s, 469#11s). Eliminates the contingent 2 percent state employee bonus. (Item 469#5s) 
Retirement reimbursement for constitutional officers.  Reimbursement for retirement expenses for constitutional officers and their employees capped on the lower of either the state employee contribution rate, or the rate of the city, county or jail authority.  Since the state employee contribution rate is proposed to be increased to 6.08 percent in FY12, the cap on reimbursement by the Compensation Board would be raised to that rate as well under the governor’s introduced budget. (Item 67.90 R1)  

House and Senate:  The state reimbursement for retirement for constitutional officers will be based on a 2.13 percent retirement contribution rate (the 2011 level). (Item 67.90#2h)  (Item 67.90#2s)  This shifts even more costs to localities. Ordinarily the state reimburses at the lower of either the state rate or the local rate. The state rate for reimbursement will be held at 2.13 percent even if the contribution rate is raised.
Legislative Amendments not in the Introduced Budget Bill

Defined contribution program.

House: The House authorizes an optional defined contribution program for state and local employees. The language tracks the provisions of HB 2465 (except that HB 2465 established a mandatory plan) and HB 2410.  HB 2410 has passed the House, but the Senate has rejected the establishment of a defined contribution plan. (Item 5-0.00 #1h)

 
Senate: No amendment.
State funding for bonuses/raises for teachers and state supported employees.  
House:  Allows school divisions to use $65.7 million in FY12 for the state share of a 2 percent bonus for teachers. Alternatively the funding may be used to purchase textbooks, school buses or other one-time educational purposes.  Funds have to be matched based on the composite index.  (Item 132#4h).  The funding comes from the elimination/reduction of other educational programs (see Direct Aid, below). 

Adds $11.0 million for the state share of a 2 percent salary bonus effective Dec. 1, 2011 for constitutional officers and their full-time employees (Item 469#2h)  

No funding is provided for other state-supported local employees such as social services, registrars, etc.  

Senate:  Provides no funding for salary increases or bonuses for state employees, teachers or state-supported local employees. 

Line of Duty Act.  

House: The House delays the deadline for localities to opt out of the statewide Line of Duty program from July 1, 2011 to July 1, 2012. (Item 258#1h)

Senate: Allows localities to establish the option of alternative programs for the funding of Line of Duty benefits, requires localities to pay for those benefits for present employees on or after July 1, 2010, places determination of membership eligibility requirements in the local governing body and exempts localities that opt to not participate in the state program from having benefits processed through the State Comptroller.  Localities would have until July 1, 2013 to make an irrevocable decision on how the benefits would be funded. (Item 258#1s)

Autism insurance coverage.

House: Includes $410,000 GF for FY12 to pay for the autism coverage for the state employee health insurance program as required under legislation that has passed the House. (Item 469#4h)

Senate:  Includes $400,000 in FY12 to pay for the autism coverage for the state employees health insurance program as required under legislation that has passed the Senate. (Item 469#7s)

VRS study

House:  No amendment.
Senate: Directs JLARC to study used by VRS for determining disability (Item 30#1s)

Election Administration

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

Salaries of registrars/electoral board members.  The governor proposes reducing state funding for the salaries of general registrars and electoral board members by 4 percent in FY12 (a reduction of $233,428) (Item 80). The salaries for these constitutional positions are included in the Appropriation Act and therefore cannot be cut below the specified levels even if state funding is reduced.  There is also a reduction of $36,845 in FY 11 to eliminate printing and distribution of selected election materials to localities. The executive budget notes that election materials mandated by state law will continue to be distributed.

House:  Accepts governor’s amendments

Senate:  Accepts governor’s amendments.

Direct Aid to Education

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

Overall numbers

Governor: Despite additional resources, budget amendments reduced direct aid to education by $50 million over the biennium.

House: Despite the additional revenues available, the House budget does not restore any funding for direct aid for education and incorporates policy changes that will reduce state funding during the rebenchmarching process for the next biennium.  

Senate:  Adds $100 million above the budget as introduced for K-12 education.

Teacher retirement rate for FY12.  Governor uses $53.2 million in FY12 to pay the state share of a 7.16 percent retirement contribution rate for teachers and instructional staff. The rate in the current budget for FY 12 is 5.16 percent. (Item 469 J1) The 2 percent retirement rate increase will require approximately $84 million in additional local funds. The rates for the retiree health care credit, group life contribution, and Social Security are not changed.  

House:  Sets teacher rate back to 5.16 percent. The House also recommends a lump sum payment in FY12 of $89.8 million to VRS, which represents the state share of a 3.3 percent contribution rate increase. This amount would not have to be matched by localities.  Language is added to encourage school divisions to set aside a local matching amount for future budget payments. (Item 132#3h)  This is not new money. Instead, the funding comes from eliminating the LCI hold harmless account and decreasing state support for resource teachers in middle schools.  

Senate:  Sets teacher rate at 6.33 percent for FY12, for a cost to the state of $31.0 million. There will be local costs as well (approximately $50 million). (Item 132#9s, Item 132#10s)

Eliminates local composite index hold harmless account in FY 12. The governor would eliminate the FY12 hold harmless account for a reduction of $57.6 million. (Item 132 C32) The governor said $57.6 million would be used to pay the state share of the increased teacher retirement rate and the funding for the proposed performance pay pilot.  In addition, the budget reduces the hold harmless account by $8.4 million in FY11, reflecting policy and census changes in the adopted budget that were not factored into the hold harmless program. (Item 132 C32)

House:  The House accepts the elimination of the hold harmless program in FY12 and uses the money to make an extra state contribution to VRS. (Item 132#3h)   

Senate:  Includes $16.56 million in FY12 for the hold harmless account, which when added with the additional $130/per student funding, is expected to make school divisions whole. (Item 132#1s, Item 132#2s)

Establish performance pay pilot program. Redirects $3.0 million in FY12 to provide competitive grants to school divisions instituting performance pay for instructional personnel in hard-to-staff schools.  Grant proposals would be due by June 15, 2011. (Item 132 C33)  
House:  Accepts governor’s amendment

Senate:  Reduces the program to $1 million (decrease of $2 million). (Item 132#4s)

Employee share of VRS.  Allows all political subdivisions including school boards the option of requiring employees hired before July 1, 2010 to pay the 5 percent employee contribution for retirement, provided that employees receive a 3 percent salary increase in FY12.  Mandates that employees hired on or after July 1, 2011 pay the 5 percent member. contribution. (Item 469 T-U)
House:  Allows school boards the option of requiring employees to pay the 5 percent employee contribution for retirement, provided that employees receive a 5 percent salary increase in FY12.  Mandates that employees hired on or after July 1, 2011 pay the 5 percent member contribution. School boards would continue to have the option to require employees hired between July 1, 2010 and July 1, 2011 to pay the 5 percent. (Item 469#9h)
Senate:  Eliminates language giving those political subdivisions that have elected to pay the 5 percent member contribution for employees hired before July 1, 2010 the authority to revisit that decision.  Removes mandate in introduced budget that requires local employees hired on or after July 1, 2010 pay the 5 percent member contribution. (Item 469#2s) 

Contingency language for potential shortfall in the Lottery Proceeds Fund.  If lottery funds fall below projected levels, the budget gives the Department of Education to adjust textbook payments.  (Item 132 A9)

House:  If lottery funds fall below projected levels, the Department of Education would have the authority to adjust at risk payments. (Item 132#4h)  The House eliminates lottery funding for textbooks, although it provides $12.4 million in general fund support for textbooks. 

Senate:  Funding under the School Operating and Construction Costs line item may be prorated to account for any shortfall in lottery proceeds. (Item 132#1s)

Virginia Preschool Initiative.  The governor adds language to clarify that state VPI funding may not be used for capital outlay.  (Item 132 C13a(2))  
House:  Accepts governor’s amendment.

Senate:  Accepts governor’s amendment.

Required appropriation of FY 11 state funds.  The governor adds language further stating that localities that carry forward state funds from FY11 to FY12 must appropriate the state funds for use in FY12.  (Item 132 B24)  
House:  Accepts governor’s amendment
Senate:  Accepts governor’s amendment

Average daily membership/fall membership.  Statewide, ADM is 4,370 students lower in FY11 and 6,659 students lower in FY12 than the original projections in the current budget.  In addition, fall membership numbers have been updated.  The ADM and fall membership updates results in an estimated decrease in Direct Aid payments on a statewide basis of $17.3 million in FY11 and $26.0 million in FY12. (Item 132 A1)

House:  Accepts governor’s amendment.

Senate:  Accepts governor’s amendment

Legislative Amendments not in the Introduced Budget Bill

Additional Per Pupil Funding

House:  No amendment.

Senate: Adds $87.7 million in FY12 in general funds to pay for textbooks ($26.0 million), English as a Second Language ($40.2 million) and Remedial Summer School ($21.5 million) as SOQ programs funded through the general fund.  This represents new money for schools.  These items are currently funded through lottery proceeds. The shift to the general fund leaves an extra $87.7 million in lottery proceeds, which is put in a School Operating and Construction Costs line item, and is distributed on the basis of a state share of $130/per pupil. (Item 132#1s)
School employee bonus.

House: Takes $65.7 million in state funding already allocated for school bus replacement and textbooks to be used instead to pay the state share of a 2 percent bonus for state-funded school positions in FY12. Alternatively the funding may be used to purchase textbooks, school buses or other one-time educational purposes.  Funds have to be matched based on the composite index.  State funding for school bus replacement money is completely eliminated in FY12 and textbook funding is lowered from a $48.38/per pupil amount to $23.45/per pupil. State funding for school bus replacement is also eliminated as a factor in determining rebenchmarking of education costs. (Item 132#4h).  This is not new money, but a reshuffling of current state resources. This amendment also has a harmful affect in future years since it incorporates a policy decision that the state will not be responsible for funding school bus replacements.  
Senate:  No amendment

Virginia Preschool Initiative.  

House: Allows localities to make a one-time election to use state VPI funding to convert half-day kindergarten to full-day kindergarten classes. (Item 132#2h)  

Reduces state funding by $11 million in FY12 by reducing the state per pupil payment from $6,000 to $5,000 for full-day VPI programs, and from $3,000 to $2,500 for half-day programs. (Item 132#4h)  

Senate: Decreases funding by $2 million in FY12 to reflect participation. (Item 132#2s)

Textbook funding

House: Decreases textbook funding from $48.38/per pupil to $23.45/per pupil, and uses that funding to pay a portion of the state share of a 2 percent bonus for school employees. (Item 132#4h)  The House budget eliminates $29.2 million in lottery funding for textbooks but adds $12.4 million in general fund support for textbooks. 
Senate: Adds $8.4 million in FY12 to restore full funding at $75.55/student. (Item 132#3s)

Project Discovery

House:  The House eliminates state support for the program ($688,500) in FY12.  The program operates in 25 localities. The House uses the money instead to raise the cap for a governor’s school in Fairfax County. (Item 131#2h)

Senate:  No amendment
Cooperative procurement

House: No amendment

Senate: Adds $500,000 in FY12 to establish a grant program to groups of school divisions that submit proposals for regional cooperative purchasing efforts, and requires school divisions to certify that cooperative procurement options such as joint purchases with other divisions or with local governments were considered. (Item 132#7s)

Virtual Virginia

House: No amendment

Senate: Adds $1.5 million in FY12 to increase funding for the Virtual Virginia program which offers online advanced placement and foreign language courses.  (Item 132#5s)

Freezes the 100 percent state-funded enrollment in the full-time on-line program operating through Carroll County at 350 students (its current enrollment) and provides that for any other programs the FY12 state per pupil funding will be based on the composite index of the student’s locality of residence. (Item 132#6s)

Directs the Joint Subcommittee on Elementary and Secondary Education Funding shall study on-line and blended learning issues and options for funding virtual education practices in Virginia, to include consideration of appropriate state per pupil funding and state/local shares for full-time online programs. (Item 1#5s) 

Other education

Library aid.  The amendments do not propose additional reductions in local library aid.  The Library of Virginia has posted information on expected FY11 and FY12 distributions based on the budget adopted in 2010.

House:  No amendment

Senate:  No amendment
Cooperative extension. The governor proposes an increase of $494,410 to continue implementation of the restructuring plan for cooperative extension. (Item 219)

House:  Language amendment requiring Cooperative Extension to develop a revised restructuring plan that strengthens local delivery of services and that involves stakeholders, including local governments.  The plan may include staffing proposals including each county and city having one agricultural agent, one 4-H agent, and one administrative assistant.  Progress report due by Aug. 15 with interim report due in December for 2012 session. (Item 219#1h)

Senate:  Provides $2 million in FY12 to support 50 extension positions, with a local match under the current formula. (Item 219#3s)

Legislative agencies

Joint Legislative Audit & Review Commission 
VML staff contact: Neal Menkes (nmenkes@vml.org)
Study of BPOL.  Directs JLARC to study the impact on local revenue streams of restructuring the local Business, Professional, and Occupational License (BPOL) Tax such that the basis of the tax is changed from gross receipts to net income.  Directs all local tax officials to assist JLARC as needed during the study.  Authorizes all local tax officials to require BPOL-eligible businesses to provide data and calculations that assume net income as the basis of the tax.  The reports would be due to the locality by Oct. 1, 2011.  Businesses would still have to file and report information already required by law.  Each locality shall consolidate the data reported by each taxpayer in the locality in a format to be determined by JLARC and transmit this data to JLARC by April 1, 2012. The Department of Taxation is directed as well to cooperate as necessary.  JLARC is to complete the study by Nov. 1, 2012. (Item 30 G)
House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.

Legislative Amendments not in the Introduced Budget Bill


APA Audit of Local Ordinances Collections

House:  No amendment

Senate:  Directs the Auditor of Public Accounts to determine the extent to which localities are collecting fines on the basis of local ordinances which parallel state statutes and penalties for the same offenses.  One such example is traffic fines.  In cases where prosecution is based on state law, the fines are directed to the state’s Literary Fun.  If prosecution is based on local ordinances, the fines remain at the local level.  (Item 2 #1s)  
Natural Resources

VML staff contact:  Joe Lerch (jlerch@vml.org) 

Overview


State law requires that 10 percent ($36.44 million) of the projected revenue surplus be deposited to the Water Quality Improvement Fund (WQIF) for reducing pollutants that impair the Chesapeake Bay and other state waters.  Of this amount the Governor is proposing that only 10 percent ($3.644 million) would be allocated towards reimbursing localities for sewage treatment plant upgrades, as detailed below under the Department of Environmental Quality.  The remaining 90 percent ($32.98 million) would be almost entirely allocated towards reducing pollutant runoff from agricultural activities, as outlined below under the Department of Conservation and Recreation.  The statutory requirement is that the revenue surplus be split 30 percent for sewage treatment upgrades and 70 percent for reducing agricultural runoff from farms and urban areas. This split should have resulted in an allocation of nearly $11 million for sewage treatment plant upgrades.  Regardless of what happens in the session, the unfunded commitment that Virginia has made to reimbursing local governments for required sewage treatment plant upgrades is currently more than $100 million and will continue to grow substantially in the face of even stricter controls envisioned by the soon to be approved EPA Chesapeake Bay cleanup plan. 

Department of Conservation and Recreation

Non-point Source Pollution Funds.  The governor’s amendments add $32.8 million in FY11 into the Water Quality Improvement Fund (WQIF) for non-point pollution source reduction activities from projected General Fund revenue surplus.  Of that amount, $14 million will be deposited into a subfund of the WQIF used specifically for reducing runoff pollutants from agricultural activities. The remaining $18.8 million will be primarily used for the same purpose, although VML staff expects $5 million would be set aside for reducing urban runoff pollutants. (Item 351) 

House: Reallocates the $32.8 million surplus revenue differently by depositing $4.9 million in the WQIF reserve and $22.9 million for reducing runoff pollutants from agricultural activities. Of the remaining $5 million it is expected that a portion will be available for reducing urban runoff pollutants. (Item 351 #3h)


It is important to note that the WQIF reserve was established as a means to continue improving Virginia's water quality when either year-end general fund surpluses were unavailable. However, the first time that this occurred (last year’s appropriation act) the General Assembly transferred the reserve fund balance to the general fund even though VA Code stipulates “Any sums remaining in the Fund, including interest thereon, at the end of each fiscal year shall not revert to the general fund but shall remain in the Fund.” Therefore it may be more accurate to state that the $4.9 million deposit to the WQIF reserve is a deposit to into what is in reality a “general fund” reserve to be used in balancing the state budget in lean years.

Senate: Reallocates the $32.8 million with $27.8 million for reducing runoff pollutants from agricultural activities with a portion of the remaining $5 million available for reducing urban runoff pollutants. (Item 351 #1s)

Land Preservation.  The Governor: provides an additional $1 million in FY12 from the General Fund to the Virginia Land Conservation Fund (VLCF) for the preservation of open space lands; and another $1 million in FY12 to the Civil War Historic Site Preservation Fund.  Local governments are eligible to apply for VLCF funds for land preservation. (Item 352)

House: Removes the $1 million in additional funds in FY12 for the Virginia Land Conservation Fund. (Item 352 #1h)

Senate: Accepts the governor’s amendment.
Department of Environmental Quality (DEQ)

Point Source Pollution.  The Governor adds $3.644 million in FY11 to the WQIF to reimburse localities for sewage treatment plant upgrades from projected General Fund revenue surplus. (Item 357)

House: Takes $547,645 of this amount and deposits it into the WQIF reserve (see note above regarding the reserve fund status). (Item 357 #3h)

Senate: Takes $3 million of this amount to fund a study of the James River to determine an appropriate water quality standard for chlorophyll. The reason for the study is that the USEPA has set an experimental standard for chlorophyll in the James River that would cost local governments an additional $1 billion to upgrade sewage treatment plants as part the mandatory Chesapeake Bay cleanup plan. VML in written comments to the EPA opposes the experimental standard and supports the study.  (Item 357 #1s) The Senate also authorizes an additional $107.8 million in bonds for FY12 to reimburse localities for sewage treatment plant upgrades, which would cover the state's share of the costs of these upgrades under current signed-grant agreements and fulfills a legislative program priority for VML. (Item 357 #2s)

Legislative Amendments not in the Introduced Budget Bill

Chesapeake Bay Preservation License Plate Grant Funds

House: Adds $311,777 in special funds in FY12 from the sale of "Friend of the Chesapeake" license plates for the provision of grants to local elementary, middle, and high schools, soil and water conservation districts, localities, colleges, and non-profit environmental organizations. Without this allocation the funds from the sale of license plates in FY12 would revert to the general fund. (Item 351 #1h)

Senate: Adds the same amount ($311,777) as House in FY12 for grants. (Item 351 #5s)

Soil and Water Conservation District Funding
House: Adds $1 million in general fund support in FY12 for Virginia's 47 soil and water conservation districts to support staffing and office expenses. Among other duties, the district staffs provide assistance to local governments in the development and implementation of erosion and sediment control ordinances. (Item 351 #2h)

Senate: Adds the same amount ($1 million) in general fund support in FY12 for the districts. (Item 351 #3s) The Senate also restores mandatory carry forward funds (from unspent year balances) for the districts that had been eliminated in the introduced budget. (Item 351 #1s)
Public Safety

VML Staff:  Janet Areson, jareson@vml.org
Department of Criminal Justice Services

Domestic violence fund.  Provides for $3 million each year from the dedicated special revenue fund to provide grants to local programs and prosecutors that provide services to victims of domestic violence. (Item 384 B4)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Offender re-entry and transition services.  Provides $2.1 million each year to support pre- and post-incarceration professional services and guidance that increase the opportunity for, and the likelihood of, successful reintegration into the community by adult offenders upon release from prisons and jails. (Item 384 B5)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Jails and juvenile detention center study.  The Department will study, with the Dept. of Correctional Education, the education and training services available in local jails and juvenile detention centers.  The study will examine the level and types of such services available, as well as the barriers to providing such services and the gaps in service provision.  It shall also determine the amounts and types of funding provided for such services.  The report findings are due Oct. 1, 2011. (Item 384 I)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.

Legislative Amendments not in the Introduced Budget Bill

Temporary Housing for Local and Regional Jails

House:  No amendment.


Senate:  Authorizes the Board of Corrections to grant approval for regional or local jails to add temporary housing units, subject to certain conditions. This is intended to encourage jails to pursue the least restrictive and least costly construction options that still provide for an appropriate level of security, for Virginia state- or local-responsible offenders.  (Item 376 #1s)


School Resource Officer Grants

House:  Eliminates general fund support ($470,141) for school resource officer grants in FY12.  (Item 384 #3h)


Senate:  No amendment.


HB 599 Payments

House:  Removes payments associated with the merging of Alleghany County and the City of Covington.  The new City of Alleghany Highlands will be a city without a police force.  A companion amendment provides four additional law enforcement deputies for the new city.  (Item 386 #1h)


Senate:  Provides $18.7 million in FY12 to support state aid to localities with police departments at the same total level of funding as appropriated in FY11.  Budget language provides the same allocation to each participating locality in FY12 as it receives in this fiscal year.  (Item 386 #1s)  A second Senate amendment provides that the new City of Alleghany Highlands, if approved by voter referendum, will receive an allocation of state aid to localities with police departments, in an amount equal to the funds that would have otherwise been provided to the City of Covington.

Virginia Juvenile Community Crime Control Act
House:  Authorizes, but does not require, that localities receiving Virginia Juvenile Community Crime Control Act funding from the Commonwealth and which contribute more to support these programs and services than the state provides, to pay a greater contribution than the Commonwealth. The amendment also ensures that participating localities will not provide less than the amount in matching VJCCCA contributions from the Commonwealth.  (Item 399 #1h)

Senate:  Includes a similar but not an identical amendment to the House amendment.  (Item 399 #2s)  Another Senate amendment restores $2.5 million for local juvenile crime control programs in FY12.  (Item 399 #1s)

JCC Consolidation and Regionalization Study

House:  No amendment

Senate:  Directs the Department of Juvenile Justice to develop a plan for closing a state-operated juvenile correctional center and reallocating the cost savings to transitional programs and re-entry services in selected regional or local juvenile secure detention facilities in the 2012-14 biennium.  (Item 400 #1s)
Supreme Court


Drug Courts

House:  Eliminates state general fund support for 14 drug court programs.  The amendment states that there are 16 other programs in Virginia, many of which have been funded by federal grants that have recently or will soon expire, and which do not and now apparently will never receive any state general fund support. (Item 39#1h)

Senate: No amendments.

Transportation

VML staff contacts:  Neal Menkes (nmenkes@vml.org), Joe Lerch (jlerch@vml.org)

Overview


During the 2009 campaign, Bob McDonnell advocated using royalties from offshore oil and natural gas drilling and proceeds from the privatization of liquor sales to pay for much-needed improvements to the state’s transportation infrastructure.  As governor, McDonnell successfully pushed through the General Assembly legislation (HB 756) requiring that all revenues and royalties paid to the Commonwealth as a result of offshore natural gas and oil drilling be distributed as follows: 70 percent to the Transportation Trust Fund, 20 percent to the Virginia Coastal Energy Research Consortium, and 10 percent to localities for improvements to infrastructure and transportation.

However, the likelihood that offshore royalties and the privatization of ABC sales will materialize appears problematic.  Nonetheless the governor remains committed to finding a way to pay for transportation without new taxes and uses budget amendment package to that end. 
Transportation Revenue Projections


Although weak, the economic recovery does extend to Transportation Trust Fund revenues.  The McDonnell amendments assume that state transportation taxes and fees will grow in FY11 almost 3.0 percent (or $66.3 million) greater than the official forecast adopted in the Spring.  If the new forecast proves accurate, state transportation revenues would reach $2.4 billion.  The new forecast assumes big bumps in car sales ($53.0 million) and the motor fuels tax ($11.8 million).  For FY12, the governor’s new forecast assumes a 3.5 percent annual increase compared to the official forecast of 2.5 percent.  The 1.0 percent difference means an additional $92.1 million for transportation programs, resulting in a new total of $2.5 billion for the Commonwealth Transportation Fund.

Six-Year Program Revisions.   Conforms the state budget in fiscal years FY11 and FY12 to the six-year program approved by the Commonwealth Transportation Board in June of this year, adding $104.3 million and $31.4 million, respectively, in each year of the biennium.
House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Road Maintenance.  Adds $950,000 of Commonwealth Transportation Funds each year as financial assistance for city road maintenance.  (Item 455)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Road Revenue Sharing Program.  Increases the FY12 appropriation from $15.0 million to $50.0 million using Commonwealth Transportation Funds.  The governor will also seek to increase the availability of Revenue Sharing, specifically eliminating the $1 million cap per project.  It is anticipated that the administration will make this change through legislation.  (Item 452)

House:  Increases the “cap” on the program from $50.0 million to $200.0 million.  (Item 452 #1h)

Senate:  Accepts the governor’s amendment.
State Transportation Infrastructure Bank.  Capitalizes the Infrastructure Bank using $150.0 million in FY11 from the general fund and $250.0 million in FY11 from the Commonwealth Transportation Fund.  The governor assumes that the General Assembly will pass separate legislation to establish the bank.  The bank is to provide direct loans to private and governmental entities for the construction and capital maintenance of the state’s transportation and transit infrastructure.  (Item 452)

House:  Accepts the governor’s amendment.

Senate:  Eliminates the $150.0 million general fund deposit to the infrastructure bank.  Requires that the $250.0 million in project balances from the Commonwealth Transportation Fund be certified before deposit to the infrastructure bank.  (Item 452 #3s)

Transportation Partnership Opportunity Fund.  Provides $50.0 million in FY12 from the Commonwealth Transportation Fund to be deposited into the Transportation Partnership Opportunity Fund.  The Partnership Opportunity Fund is designed to encourage more private sector participation in the state’s PPTA program.  (Item 452)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Commonwealth Transportation Board (CTB).  Includes budget language stating that state money provided for non-federal qualifying construction to be allocated based on CTB priorities.  (Item 452)

House:  Accepts the governor’s amendment.

Senate:  Accepts the governor’s amendment.
Use of Debt for Transportation.  The governor’s plan to use debt to jump start road construction over the remainder of his administration is separate from his budget amendment package.  In essence, McDonnell’s bond proposals have two distinct elements.  The first part calls for $1.8 billion in state-backed bonds to be issued over the next three-years.  These bonds were authorized by the General Assembly in 2007, and were supposed to be issued at $300.0 million per year.  But, the state lacked the cash necessary to meet debt service requirements.  The governor wants to issue some $600.0 million a year for the next three-years.  The second part proposes a bond issuance of $1.1 billion to be backed by future federal allocations to Virginia for road construction.  The state match needed to qualify for the GARVEE bonds would come from credits earned by the state from collections on toll roads.  

House:     HB 2527 

Senate:    SB 1446
Legislative Amendments not in the Introduced Budget Bill

Use of Commonwealth Mass Transit Fund

House:  Specifies that no Commonwealth Mass Transit Funds may be used for any purpose not included in the uses of those funds as specified in state statute.  (Item 447 #2h)


Senate:  Adopts an amendment identical to the House amendment.  (Item 447 # 1s)


Managing Hazardous and Explosive Materials in Rail Yards

House:  No amendment.


Senate:  Requires CSX to limit the amount of time that hazardous or explosive materials can be stored on rail properties to no longer than 24 hours or forfeit eligibility for Commonwealth Rail Enhancement Program Funds after July 1, 2012. The amendment exempts appropriations that support passenger rail capital and operating expenses of the Virginia Railway Express and the Richmond-Norfolk passenger rail demonstration project.  (Item 448 #1s)


DMV Select Program

House:  No amendment.


Senate:  Requires DMV to analyze the location of DMV Select program offices and length of time DMV Select program agents have been providing services prior to making any change to the DMV Select program offices.  (Item 441 #1s)

PAGE  
4

