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Budget
House, Senate committees report budget amendments

The House Appropriations and Senate Finance committees released their versions of the state budget on Sunday.  The two money committees reported identical or similar amendments on several issues.  
It is unclear, however, if the Senate Finance Committee’s recommendation can garner the required 21 votes in the evenly-divided body.  Democrats and Republicans each control 20 votes in the Senate; Lt. Gov. Bill Bolling cannot break a tie on the budget bill (or proposed tax legislation and constitutional amendments).
The Senate Finance Committee approved its amendments on a 10-5 party line vote with Republicans in the majority.  Before the vote, four of the committee’s Democrats spoke about their opposition to the amendment package.  Dissatisfaction crystallized on two issues.  The first is the committee’s decision to push off any expansion of Medicaid coverage to newly eligible low-income Virginians under the federal Affordable Care Act.  According to the Senate Finance Subcommittee on Health and Human Resources, some “70 percent of the uninsured live in families where someone is working – they just can’t afford insurance.”
The second item focused Gov. Bob McDonnell’s proposed transfer of $49 million from the state general fund to VDOT’s road maintenance budget.  Because the Senate Finance Committee voted last week to report McDonnell’s transportation funding bill (SB 1355), the committee approved the transfer.
It is likely that Senate Democrats will offer floor amendments on Thursday to alter the Finance Committee’s budget package.  VML will continue to keep you up-to-date on those actions.
In contrast to the Senate, the House Appropriations Committee’s budget amendment package breezed by on a 22-0 vote.
A brief overview of the two amendment packages and highlights of amendments of interest to localities are in the paragraphs below.  A more thorough analysis will follow late this week, after all of the amendments are released to the public.

	Comparison of House, Senate resources and spending in 2012-14 biennium



	
	House
	Senate

	Unappropriated balance in introduced bill
	
$10,805,529
	
$10,805,529

	Changes to resources
	
27,430,197
	
69,783,024

	Net new spending
	
(33,670,215)
	
(65,216,472)

	Ending balance / Unappropriated balance
	
$4,565,511
	
$15,372,081

	Sources: House Appropriations / Senate Finance resource documents, Feb. 3


 “Changes to resources” reflect bills passed by one body but not yet considered by the other.  For example, the Senate passed SB 767, which collects additional sales tax revenue for the state and localities, and boosts transient occupancy tax collections.  There was no House companion measure so the House has yet to take a position.  Or, one body may include a budget action that the other did not.  The Senate assumes ABC stores will deposit $5.8 million more in profits to the state General Fund.  The House did not make that assumption.

Budget issues of interest to local governments

 “Aid to the Commonwealth” – Both the House and Senate money committees support McDonnell’s amendment of $45 million in FY14 to end local government financial assistance to the state.
Water Quality Improvement – Both the House and Senate support the use of bond money ($101 million) to help local governments and water authorities to pay for infrastructure improvements.  Both also endorse $35 million for local stormwater management projects to meet federal permit requirements.
“Rainy Day Fund” – The Senate creates a $36 million Financial Flexibility Reserve Fund.  The House adds another $45 million deposit to the Rainy Day Fund.  Both committees support McDonnell’s amendments to add $128.3 million to the Rainy Day Fund.
Compensation for state-supported local employees – Both money committees provide funding for an additional 1 percent salary increase above the 2 percent already slated to go into effect next year.
Teacher salaries – House and Senate both provide funding for the state share of a 2 percent salary increase for SOQ-funded support positions in schools, although the House funding is for a half-year only.  Both the House and Senate included language that prohibits school divisions from using this funding as part of the “5 for 5” phase in.  Senate includes language that allows divisions to give increases of from one to two percent, and to receive a proportional share of state funding.
Teacher Salary Supplements for Northern Virginia – House and Senate included funding for partial support of the Cost of Competing for SOQ-funded support positions. Senate eliminates COCA for Fredericksburg, King George, Spotsylvania, Clarke, Frederick, Warren and Winchester.
Building Revitalization Grants – Senate supports $500,000 to capitalize the fund based on legislation (SB 748) that passed that body earlier in the session.  No comparable House amendment.
Purchase of Development Rights Matching Grants – Both House and Senate support restoring cuts made to the program – House at $150,000 and the Senate at $400,000.
Staff contacts: Janet Areson, jareson@vml.org; Mary Jo Fields, mfields@vml.org; Joe Lerch, jlerch@vml.org; Neal Menkes, nmenkes@vml.org 

Education
Governor’s education reforms move forward

Gov. Bob McDonnell introduced a number of bills and constitutional amendments related to education reform.  Here is an update of his education agenda items that are particularly important to local governments with school divisions. 

Pay for performance

HB 2083 (Cox, M.K.) and SB 1185 (Vogel) establish a Strategic Compensation Grant Initiative and Fund.  Local school divisions may submit proposals to the state Board of Education for grants to be used as incentives to improve teacher and school performance.  McDonnell included $15 million in his budget amendments for FY14 for this initiative; the Senate retains this funding, but the House reduces it by one-half.  The bills have passed their houses of origin and been referred to the Senate Education and Health and House Education Committee respectively.

Flexibility

A number of bills are aimed at flexibility for school divisions, including HB 2098 (Tata) / SB 1189 (Martin), which allow school boards to apply for waivers from state regulations; HB 2066 (Peace) / SB 1172 (Blevins), which allow school divisions greater flexibility in assignment of personnel among schools; and HB 2144 (Landes), which allows certain schools to apply for waivers from either the 3rd grade science or social studies SOL tests in order to allow additional instructional time for reading.  The bills have passed their houses of origins and been referred to the Senate Education and Health Committee and the House Education Committee.

Charter schools 

Several bills are aimed at increasing the number of charter schools in the state, despite the spotty record of performance for charter schools nationwide.  

Constitutional amendments to allow the state Board of Education to approve charter applications have died in both the Senate and the House (HJR 684 - Lingamfelter and SJR 302 - Obenshain).  Currently, local school boards have the sole authority to approve the establishment of these schools.  

Statewide school division for underachieving schools 
The management of schools that have been denied accreditation will be transferred to a statewide Opportunity Educational Institution under HB 2096 (Habeeb).  The bill requires that all state and local per pupil funding follow the student to this statewide division.  The bill passed the House 66-34.

The Senate passed a similar bill – SB 1324 (McDougle) – 21-20 this afternoon.  Unlike HB 2096, SB 1324 is dependent on funding being included in the Appropriations Act. 
Because of concerns about the constitutionality of HB 2096 and SB 1324, two constitutional amendments also have been proposed to create such a statewide division – HJR 693 (Habeeb) and SJR 327 (McDougle).  HJR 693 was amended in committee to remove language that specifically allowed for the transfer of funding from the school division to the statewide division.  The resolution passed the House today 58-37.  SJR 327 was on the Senate floor for final reading today.

School grading scales

HB 1999 (Greason) / SB 1207 (Stanley) require the State Board of Education to develop an A to F grading system for schools.  These school report cards are in place in several other states, including Oklahoma, Arizona and North Carolina.  HB 1999 requires that the grades be assigned by this October, and specifies the criteria for assignment of each of the grades.  The bill passed the House on a 54-40 vote and will be heard in the Senate Education and Health Committee.  SB 1207 requires that the Board of Education develop the grading system by October, 2015. The bill passed the Senate today 21-20, with Lt. Gov. Bolling breaking the tie. The bill will now go to House Education.

Tax credits for scholarships for low income students

Last year the General Assembly established a $25 million tax credit program for corporations to make donations to nonprofit organizations that give scholarships for “low income” or disabled students to attend private schools. (Low income is somewhat of an inflated definition of low income, as it is defined as “an individual whose family’s annual household income is not in excess of 300 percent of the current poverty guidelines.”) This year, HB 1996 (Massie) extends the tax credit to 2028 (the tax credit currently is due to expire in 2017) and makes other reporting changes. In discussion on the floor, Del. David Toscano said that the tax credit violated the House policy of enacting tax credits for five years.  He also said that the bill, while purporting to be of assistance to low income students, would allow for a couple to claim a tax credit of $162,500.  Del. Kaye Kory pointed out that similar tax credits should be given to those who make donations to public schools.  Del. Jimmie Massie said that he appreciated the help of those on the other side of the aisle who were trying to protect the “public school monopolists.”  The House approved the bill 65-35 today.  SB 1227 (Stanley) is similar to HB 1996, but the Senate Finance Committee stripped the extension of the tax credit to 2028.  SB 1227 passed the Senate on a 21-19 vote, and is headed toward the House Finance Committee.  SB 1206 (Stanley) would have eliminated reporting requirements to the state Department of Education.  This bill was withdrawn by the patron.

Staff contact: Mary Jo Fields, mfields@vml.org 

Other bills … 

Virtual schools

Summary: HB 1555 (R. Bell) would have established the statewide Virginia State Virtual School.  SB 1300 (Barker) would have required a portion of local per pupil funding follow the student to a virtual school.

Action: HB 1555 died in the House Appropriations Committee; SB 1300 was withdrawn by the patron.

JLARC studies of school funding

Summary: HJR 685 (Keam) asks JLARC to study student-teacher ratios and staff funding formulas.  SJR 328 (Saslaw) asks JLARC to determine if the state is adequately funding education. 

Action: HJR 685 died in the House Rules Committee.  SJR 328 has passed the Senate.

Staff contact: Mary Jo Fields, mfields@vml.org 

Local Authority

Senate panel curbs drone use

The Senate Courts of Justice Committee voted to curb the use of drones by local law enforcement and placed a moratorium on their use for any other reason.  The vote to pass the amended measure – SB 1331 (McEachin) – was 13-1. 

The bill limits the use of drones until July 1, 2015, to certain emergencies such as missing children, missing senior citizens and hunting for suspects in cases where law enforcement officers have been killed or seriously injured.  

HB 2012 (Cline) was amended on the House floor to reflect the changes made to the Senate bill.
Staff contact: Kimberly Pollard, kpollard@vml.org. 

Public Safety

Other bills … 
Police, sheriff authority at odds

Summary: HB 1494 (Dance) would give city sheriffs the authority to direct traffic without coordinating with a city police department.  The bill could present a conflict between the division of duties and authorities in cities.  Currently, city chiefs and sheriffs already can share traffic enforcement responsibilities, if they work in cooperation with each other, under a written agreement or established practice.  This bill, however, would spell out that sheriffs have certain powers.

Action: The bill is in the Senate Transportation Committee.

Staff contact: Kimberly Pollard, kpollard@vml.org.   
Retirement / Benefits

Other bills … 
Bill tidies hybrid retirement plan

Summary: SB 995 (Watkins) cleans up a handful of technical problems that were contained in legislation passed last session creating the hybrid retirement plan.
Action: The bill has passed the Senate and been referred to the House Appropriations Committee.

Staff contact: Mary Jo Fields, mfields@vml.org 

Full payment of VRS rates

Summary: SJR 319 (Ebbin) requires contributions to VRS for state employees, teachers and local employees be made in adherence to contribution rates recommended by the VRS Board of Trustees.

Action: The amendment was defeated in the Senate Monday 24-16.

LODA opt out

Summary: HB 2188 (Jones, C.S) extends the opt-out period for participation in the VRS-administered Line of Duty Act Program to July 1, 2013.  The legislation also allows political subdivisions that self-fund LODA benefits to investigate and make determinations on LODA claims.
Action: The bill was not reported by House Appropriations, so is dead for this session.

Employer matching contributions for hybrid retirement plan

Summary:  HB 2168 (Howell, W.J.) increases the maximum amount of the employer's matching contribution for the defined contribution portion of the hybrid retirement plan from 2.5 percent to 2.8 percent of creditable compensation.  The new retirement plan will go into effect Jan. 1, 2014.
Action: The bill died in a House Appropriations subcommittee.

Local defined contribution plans

Summary: HB 1331 (Farrell) allow counties, cities and towns with populations of 5,000 or more to establish a defined contribution plan in lieu of any other retirement plans for employees hired on or after July 1, 2013. 

Action: The bill died in a House Appropriations subcommittee. 

Transportation

Double ‘lock box’ sinks transportation constitutional amendment in Senate

For years the House and Senate have squabbled about whether a constitutional amendment on the Transportation Trust Fund should have a “double lock box” or a “single lock box.”
The House has supported a single lock box, which prevents the diversion of money from the Transportation Trust Fund to the General Fund except by supermajority vote. The Senate traditionally has supported a double lock box, which protects the Transportation Trust Fund, but also prevents additional diversion from the General Fund to the Transportation Fund without a supermajority vote.
SJR 275 (Obenshain) proposed a single lock box.  When the amendment hit the Senate floor, a substitute was adopted that put in place a double lock box.  Republican Sens. Tommy Norment and John Watkins voted with the 20 Democrats in support of the double lock box.  Once that substitute was adopted, Sen. Mark Obenshain asked that his amendment be struck.
On the House side, HJR 622 (Jones) is a single lock box.  It passed the House and has been referred to the Senate Privileges & Elections Committee.
A constitutional amendment to prevent diversions from the Transportation Trust Fund is a component of Gov. Bob McDonnell’s transportation package.
Staff contact: Mary Jo Fields, mfields@vml.org 

Miscellaneous

Other bills … 

‘Over 65’ absentee voting bills 

Summary: HB 1394 (Marshall, D.W.) and SB 724 (Miller) allow for no-excuse absentee voters for people who are 65 or over.  The bills are being promoted as a way to prevent people over 65 from having to stand in long lines on Election Day.

Action: HB 1394 died in a House committee.  The Senate has passed SB 724, and it faces a dim future in House Privileges & Elections.
Staff contact: Mary Jo Fields, mfields@vml.org
Local mandate relief

Summary: SB 810 (Garrett) prohibits General Assembly committees from reporting bills requiring any county, city or town to make additional net expenditures, unless the bills contain provisions that they would not become effective until the state fully funded the net expenditure, and that the bills would expire if the full funding ceased.

Action: The patron struck his bill.

Staff contact: Mary Jo Fields, mfields@vml.org
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Janet Areson – Lobbies on issues involving health and human services, and the state budget.

jareson@vml.org 
(O) 804-523-8522 (C) 804-400-0556
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Mark Flynn – Lobbies on issues involving legal matters, land use, housing, telecommunications and technology. 
mflynn@vml.org 
(O) 804-523-8525 (C) 804-400-1321

Joe Lerch – Lobbies on issues involving the environment, natural resources and transportation policy.

jlerch@vml.org 
(O) 804-523-8530 (C) 804-640-5615

Neal Menkes – Lobbies on issues involving taxation and finance, the state budget, transportation funding, and community and economic development.

nmenkes@vml.org 
(O) 804-523-8523 (C) 804-400-1191

Kimberly Pollard – Lobbies on issues involving public safety and general laws. kpollard@vml.org 
(O) 804-523-8528 (C) 804-400-1987

Randy Cook (under contract) – Lobbies on issues involving courts, criminal law, civil law, FOIA, procurement and general laws.
wrcook@mmecpc.com 
(O) 804-746-3773

Steve Craig (VML Insurance) – Oversees lobbying on issues involving insurance and workers’ compensation 
scraig@vmlins.org 
(O) 804-237-7310
