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Preface

Senate Joint Resolution 45 and House Joint Resolution 156 of the 1990
General Assembly Session directed the Joint Legislative Audit and Review Commis-
sion (JLARC) to conduct a follow-up study to the 1983 JLLARC report, State Mandates
on Local Governments and Local Financial Resources. In Senate Joint Resolution 235
(1991 Session), the Commission was directed to further examine State-local relations
through an examination of State and local service responsibilities. The issues raised in
these resolutions are being examined in two phases. Phase One, addressed in this
report, focuses on mandates and local financial resources. Phase Two, which will be
reported prior to the 1993 General Assembly Session, examines the service responsi-
bilities of State and local governments.

During the course of this study, local government officials expressed concern
that mandates are becoming increasingly burdensome. Their concerns center on two
primary issues: an increase in the absolute number and complexity of mandates, and a
perceived lack of funding. These concerns appear to have been exacerbated by declines
in federal funding during the 1980s and by the current economic downturn.

In some cases these local concerns are warranted. However, the State has
played a stable role in providing funding to local governments during the 1980s.
Despite stable funding by the State, local financial conditions are cause for concern.
Recent economic indicators suggest that, like the State, many local governments are
faced with declining revenues. And even during the relatively prosperous 1980s, not all
local governments enjoyed high growth in revenue capacity.

This report presents several short- and long-term policy options available to
the State to help alleviate the strain mandates can impose on local governments and to
ease the current fiscal stresses that local governments face. These options fall under
three broad categories: increasing local taxing authority, increasing State financial
aid, and improving the mandating process. A companion report, titled Catalog of State
and Federal Mandates on Local Governments (House Document No. 53), identifies the
specific mandates currently imposed on local governments, as well as some local
concerns with those mandates. :

On behalf of the JLARC staff, I would like to thank the State agencies and
local governments from which we collected information for their cooperation and
assistance during this study.

Director

March 9, 1992






JLARC Report Summary

Local govemment operations are signifi-
cantly affected by State and federal involvement
through intergovernmental mandates and
financial aid. Localties are dependent upon
financial assistance to provide mandated ser-
vices. While mandates are generally con-
sidered to be a iegitimate means forimple-
menting essential policies and maintaining
standard levels of services, local officials
are often critical of the manner in which
mandates are implemented. Inaddition, Jocal
officials emphasize the burdensomeness of
mandate enforcement without, as they per-

ceive, sufficient monetary resources forcom-
pliance.

In 1983, the General Assembly directed
the Joint Legislative Audit and Review Com-
mission (JLARC) to study State mandates
on local govemments and local financial
conditions. The study found that although
there was little consensus on the unreason-
ableness of specific mandates, localities
repeatedly cited funding as a key problem
with mandates. in addition, the study noted
that many local governments had experi-
enced fiscal stress, and some were facing
eroding financial conditions.

The General Assembly, through reso-
lutions adopted in 1990 and 1991, requested
that JLARC staff reexamine mandates and
financial aid 1o local governments, and the
division of service responsibilities between
the State andlocal governments. The study
is being conducted in two phases. Phase
One, which is presented in this report, ex-
amines issues related to mandates and lo-
cal financial resources. Phase Two, which
will be presented prior to the 1993 General
Assembly Session, addresses issues re-
lated to State and local service responsibili-
ties.

Many of the local concems raised dur-
ing the current study are similar to those
expressed during the 1983 study. Those
concemns include:

« lack of flexibility in the implementa-
tion of mandates,

* inadequate funding for mandates,

+ unequal taxing authority for cities and
counties, and

* lack of adequate taxing authority for
all iocalities.



Local concerns are exacerbated by the
current economic downturn, as they were by
the recession of the early 1980s.

Despite the problems identified by local
officials, overall the State has piayeda stable
role in providing revenues to iocal govern-
ments. Conversely, the last decade has
witnessed a dramatic decline in the federal
role. Although significant new federal man-
dates have been imposed on localities in
recent years, federal financial aid has de-
creased.

This report summary briefly addresses
the major findings and recommendations of
Phase One of the study. More detailed
analysis is included within the text of the
report. A companion repor, titted Catalog of
State and Federal Mandates on Local Gov-
ernments, identifies the State and federal
mandates currently imposed on local gov-
ernments as well as some local concems
with those mandates.

Recent Economic Indicators Suggest
Deteriorating Local Fiscal Conditions

During the second half of the 1980s,
local govermmments experienced substantial
growth in revenues due to strong national
and regional growth. The median increase
in revenue capacity per capita from FY 1985
to FY 1989 was 30 percent, while growth in
the govermment goods and services infla-
tion index was only 18 percent. Only ten
localities’ revenue capacity growth did not
match the increase in the inflation rate for
government goods and services.

Despite the growth in revenue capacity,
the second half of the decade witnessed a
steady increase in revenue effort for both
cities and counties. Only 30 local govern-
ments did not increase local revenue effort
from FY 1985 to FY 1989.

Since that time, local revenue condi-
tions appear to have deteriorated. The

1990-1991 national recession has resulted
in decreasing home sales, prices, employ-
ment, and retail sales. These conditions
have begun to affect local revenues. In
addition, State reductions in aid to localities
have further impeded local governments’
ability to provide mandated services within
existing revenues. These pressures are
reflected by the recent budget actions locali-
ties have taken to control expenditures. The
number of local budget actions taken has
more than tripled since FY 1988. The ability
of many local governments to continue to
provide existing levels of mandated ser-
vices within available revenues is of con-
cern.

Local Concerns about Mandates

Local officials reported several broad-
based concerns with mandates, including
the cumulative impact of mandates, lack of
local input into the development of man-
dates, inflexibility of mandates, overlapping
mandates, and inadequate funding to meet
mandates. Local concemns were especially
evident in areas where State and federal
involvemnent has historicaily been significant
or is becoming increasingly significant —
education and environmental protection, for
example.

JLARC staff found that in some cases
these concerns are warranted:

* Mandates are extensive, covering
mostareas of local government activ-

ity.

* The numberof mandatesimposedon
local governments increases yearly.

* In some cases, mandates do not al-
low local governments sufficient flex-
ibility in implementation.



+« Some mandates issued by State
agencies overlap with each other.

JLARC staff identified 338 State and
federal mandates on local govemments.
Most mandates affect the areas of educa-
tion, health and welfare, and public works.

In recent years most areas of govemn- .

ment have been affected to varying degrees
by newmandates. JLARC staff identified 81
mandates imposed since the 1983 man-
dates study. Virginia's interest over the past
few years in improving and preserving the
environment has manifested itself in several
new environmental protection mandates
imposed on local governments. There has
also been a substantial increase in educa-
tion mandates. This increase can primarily
be attributed to the 1988 revision of the
educational Standards of Quality.

The State has taken a number of ac-
tions to mitigate the impact of mandates on
localities. For example, the State has dem-
onstrated its interest in improving communi-
cation and cooperation between State and
local government through an ongoing study
of administrative requirements imposed on
local governments. Through this effort the
Administration intends to eliminate any un-
necessary reporting and other administra-
tive requirements on local governments.
Some State agencies grant waivers from
mandates for individual localities. Others
form advisory groups, or convene work-
shops or meetings of interested parties,
including local government officials, when
developing regulations. Also, as part of
Project Streamline several State agencies
have instituted studies and other actions to
provide more coordinated oversight and di-
rection to local governmenits.

Despite the State’s actions, mandates
are still a problem for local governments.
Some of the more problematic mandates
originated at the federal level, and therefore,
few immediate changes can be made to
streamline and reduce the impact they have

Proportion of State and Federal
Mandates on Localities by
Functional Area, 1991
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on local governments, However, there are
some options available to the State, ad-
dressed later in the summary, to ensure that
iocal governments are better able to ad-
equately meet mandate requirements.

State Aid to Local Governments
Has Been Stable, But Federal Aid
Has Declined

The State has assumed a significant
role in assisting local governments with pro-
vision of services. Responsibility for provid-
ing assistance flows from constitutional pro-
visions, statutory references, and historical
tradition. Local govemmenis receive three
types of assistance from the State: finan-
cial, direct, and technical. Virginia devoles
a major portion of its annual budget to pro-
viding this assistance to localities.

The majority of State aid to localities is
in the form of financial assistance. in FY
1990, Virginia provided more than $3.4 bil-
lion in financial assistance to local govemn-
ments — a 110 percent increase since FY
1982. Further, the State has provided local
governments with a stable source of fund-
ing. A 1985 JLARC report on local fiscal
stress and State aid found that the State’s



Funding Sources for Cities
and Counties FY 1971 - FY 1890
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ments. These services are
essentially expenditures

share of total local revenues had increased
to 32 percent, allowing the local share to
remain stable despite continuing reductions
in federal funding. By FY 1990, the State
continued to maintain its share of local fund-
ing at 32 percent. However, local govern-
ments have increased locally-raised rev-
enues from 60.6 percent to 62.7 percent, in
part to compensate for the declining share of
federal revenue. During the same time
period, federal revenues declined from 7.7
percent to 5.2 percent of total local rev-
enues.

Reflective of its commitment to finan-
cial assistance, the State attempted to limit
reductions in aid to localities in addressing
the State’s revenue shortfall. As such, re-

made on behalf of local gov-
ernments. For example, the State directly
provides and pays for the construction and
maintenance of non-interstate roads inmost
counties. Direct services free local financial
resources which otherwise mighthave tobe
expended in providing these services. InFY
1990, the State provided more than $1.2
billion in direct assistance to local govern-
ments.

Technical assistance, advice, or train-
ing provided to local governments is another
form of State aid. Localities often request
technical assistance to help them comply
with mandated requirements. Through the
JLARC staff's survey of local govemments,
focalities generally reported satisfaction with
the State’s provision of technical assistance.



However, some agencies which primarily
play a regulatory role were rated less favor-
ably.

Policy Options

Toaddress the current economic down-
turn and local officials’ concems about man-
dates, 2 number of policy aptions have been
identified. The resolutions directing Phase
One of this study direct JLARC to examine
additional revenue sources that could be
used to provide services. The General As-
sembly has two broad options to increase
local resources: increase local taxing au-
thority and increase State financial aid to
local governments. The advantages of both
are thatiocal govemnments would have addi-
tional funds to support mandated services,
and thus would be better able to accomplish
policy goals. However, these approaches
may be dependent on the willingness of
citizens to accept additional tax burdens.
Options to improve the mandating process
itself have also been developed.

Equalize Cit nty Taxing A

Differences between city and county
taxing authority exist due to historical dis-
tinctions in the levels of services provided.
However, increased urbanization and
suburbanization of Virginia’s localities have
blurred these distinctions. Many counties
are now required to provide levels of ser-
vices similar to cities. Consequently, taxing
authority between cities and counties should
be equalized. The following recommenda-
tion is made:

» The General Assembly may wish to
allow counties taxing authority equal
to that of cities.

Provide Additional ing Authorit
During the 1980s, localities substan-

tially increased their use of taxes. Many

localities are currently using most of the

taxes granted them. In addition, where
taxing authority exists, iocal governments
have been more likely to increase, rather
than decrease, tax rates in recent years.
Pressure to increase local taxes may mount
as fiscal conditions continue to decline, and
if focal funding responsibilities are increased.
Under such circumstances, additional tax-
ing authority — either allowing new taxes or
increasing the caps on current local taxes —
would likely be needed. The following rec-
ommendation is made:

« {ffunding responsibilities of local gov-
ernments are increased, the General
Assembly may wish to provide cities
and counties with additional taxing
authority to help fund the additional
responsibilities. Taxes that the Gen-
eral Assembly should consider in-
clude an addition to the local option
sales tax, the meals tax without refer-
endum, and the cigarette tax. In
addition, the General Assembly may
wish to consider raising the maximum
rates allowed on certain local taxes,
such as the transient occupancy tax
for counties, utility license tax, and
mineral taxes.

r tat ncial Assi

State financial assistance to local gov-
ernments has been an ongoing, priority com-
mitment of the State, and has been a rela-
tively stable component of local government
budgets. However, recent fiscal conditions
have resulted in decreased State financial
aid. The State revenue shortfall caused by
the 1990-1991 recession required a reduc-
tion in aid to localities of more than $297.6
million. This has negatively impacted iong-
standing local programs such as elemen-
tary and secondary education. Therefore,
the following recommendation is made:

« When the State’s fiscal climate and
revenue projections improve, the



General Assembly may wish to es-
tablish as a priority the restoration of
funding for aid to locality programs
which were reduced during the 1890-
1992 biennium.

Asin the 1983 JLARC mandates study,
program areas have beenidentified in which
State financial aid is not consistent with
State involvement or historical funding ef-
forts. In particular, State financial assis-
tance for environmental protection has not
been consistent with the State’s involve-
ment in this area. While there has been an
increase of 14 environmental mandates in
the past few years, federal and State assis-
tance has not been consistent with this ex-
pansion of responsibilities. Further, where
financial data are available it appears these
new mandates are or will have a substantial
fiscal impact on local govemments. State-
wide funding goals needto be establishedto
provide an equitable and stable source of
financial assistance for specific programs
such as environmental protection. There-
fore, the following recommendation is made:

« In order to promote stable and equi-
table funding for State-local programs,
the General Assembly may wish to
require a review of mandates in spe-
cific program areas to establish the
full cost of implementing the man-
dates on local governments and to
develop an appropriate basis for de-
termining State-local funding respon-
sibilities. The General Assembly may
then wish to develop clear objectives
for funding a share of program costs.

House Btll 751 (State Payment for State
Mandates Act) of the 1990 General Assem-
bly Session proposed fully funding the cost
of State mandates imposed on local govern-
ments. If passed, thislegislation would have
suspended most new laws and regulations

Vi

requiring local provision of additional ser-
vices without sufficient funding.

A number of other states have gener-
ally similar policies. Their experiences sug-
gest that such policies are not effective.
While these requirements may result in the
limitation or modification of mandates o
make them less costly or obtrusive o local
governments, the policies have generally
not resulted in extensive funding of man-
dates. In addifion, such policies have led to
greaterjudicial intervention. Given the mixed
resuits in other states, it appears the desired
results may better be achieved in a more
affirnative manner, as discussedin the next
section.

Impr tat
ndate Envir nt

Due to the current financial conditions
in Virginia, the short-term outlook for sub-
stantial amounts of additional State financial
aid is not good. Therefore, five methods for
addressing the effects of mandates on local
governments are presented. Theseinclude:
maintaining a catalog of ali mandates on
local governments, conducting a one-time
review of all current mandates to identify
areas where mandates could be relaxed or
eliminated, implementing new mandates on
an experimental or pilot basis, suspending
temporarily selected mandates, and enhanc-
ing the fiscal note process.

Catalog of Mandates. Inordertorecog-
nize the impact mandates have on local
governments, legislators and agency heads
need to be aware of the number and extent
of State and federal requirements. Several
recent studies have recognized the impor-
tance of having comprehensive, up-to-date
information about mandates. Tothisend, a
catalog such as the companion document
prepared for this study should be developed
and updated annually. Over time, the cata-
log may point to areas where mandates are
becoming excessive or duplicative. The
following recommendation is made:



» The Commission on Local Govemn-
ment (COLG) should maintain and
periodically update a catalog of State
and federal mandates imposed on
local govermnments. On an annual
basis, COLG should add to the cata-
log all new mandates imposed on
local governments and delete those
mandates which have been elimi-
nated. In addition, a summary of the
fiscal impact of the new mandales
should be compiled into the docu-
ment,

one-Time Reviewof ExistinaMandates.

By performing a one-time review of the man-
dates they administer, State agencies could
potentially identify areas where the
burdensomeness of mandates could be re-
lieved. Ideally such a review would point to
opportunities for relaxation or elimination of
problematic mandates. Mandates would be
prioritized according to their necessity, thus
allowing agencies to determine requirements
not essential to local service delivery. The
following recommendation is made:

+ The General Assembly may wish fo
require all State agencies imposing
mandates on local governments to
conduct an in-depth assessment of
the mandates they are responsible
for administering. Specific attention
should be given to streamlining, re-
ducing, or eliminating mandates
where possible.

ing New Mandates. It is often difficult to

predict the actual outcomes of implement-
ing specific mandates. Whether ornotman-
dates will produce their intended resulls is
not always identifiable prior to implementa-
tion. In order to gauge the effectiveness of
mandates, they should, where possible, be
pilot-tested in a representative sample of
localities. This procedure will allow agen-

Vil

clestorefine the mandatestoachieve stated
objectives as well as more completely un-
derstand the fiscal impact on local govern-
ments prior to statewide implementation.
The following recommendation is made:

» The General Assembly may wish to
require State agencies, where appro-
priate, to implement mandates on a
trial basis through local pilot programs
priorto requiring ali localities toimple-
ment the mandate. Where possible,
a representative cross section of lo-
calities should be used for any pilot
project.

Temporary Suspension of Selected
Mandates. State and federal mandates limit
local governments’ options to cut lower pri-
ority programs from their budgets in times of
economic downtum. Therefore, if financial
conditions worsen and State aid is cut sig-
nificantly, suspension of some State man-
dates could help ease the fiscal siress local
governments face. However, the short-term
advantages of temporary suspension must
be weighed against the possible iong-term
disadvantages before a final policy decision
is made.

The Code of Virginia currently au-
thorizes the Govemor to temporarily sus-
pend certain mandates on a local govemn-
ment based upon application by that local
government, Similar provisions could be
made to allow the Governor to suspend an
administrative mandate statewide based on
the Governor's judgment that the mandate
imposed an unreasonable financial burden
on localities. The following recommendation
is made:

* The General Assembly may wish 1o
amend §2.1-51.5:1 of the Code of
Virginia to allow the Governor to tem-
porarily suspend selected adminis-
trative mandates identified as impos-
ing extreme financial burdens on lo-



calities. Mandates to be suspended
should be based in part on the results
of the one-time review of existing
mandates previously recommended.
Amendments to this section of the
Code of Virginia and resultant sus-
pension should expire two years after
enactment.

Enhance the Fiscal Note Process, Itis
important that legislators are aware of the
fiscal impact of proposed legislation on local
governments prior to the appropriate full
committee voling on the legislation. The
Commission on Local Governments is re-
sponsible for preparing fiscal notes for legis-
lation potentially affectinglocal governments.
Although the cost estimating process is
generally sound, the current process is con-
strained by Virginia's short Session length.
Further, the process:

» does not provide cost estimates to
the legislature in as timely a manner
as desirable, and

+ does not identify all bills with a poten-
tial fiscal impact onlocal govermments
due to statutory constraints.

The lack of time available to com-
plete a fiscal note is a limitation inherent to
the existing legisiative system. The COLG
is often unaware of pending legislation with
a local fiscal impact prior to its formal intro-
duction. These problems might be reduced
by transferring the fiscal note function to the

legislative branch. Evaluation of the fiscal
impact on local governments could then
theoretically start at the bill drafting stage.
To enhance the fiscal note process, the
following recommendations are made:

» The Commission on Local Govemn-
ment should adopt as a primary goal
the completion of cost estimates for
proposed legislation before the legis-
lation is first reviewed by the full com-
mittee. In addition, the Commission
on Local Government and the Divi-
sion of Legislative Services should
jointly review and revise the proce-
dures in place for notifying the Com-
mission of bills requiring a cost esti-
mate.

The General Assembly may wish to
amend §30-19.03 of the Code of Vir-
ginia to require that legislation nega-
tively affecting the revenue-raising
ability of local governments, except
those providing property tax exemp-
tions in accordance with §58.1-3610
through §58.1-3621 of the Code of
Virginia, be submitted to the Commis-
sion on Local Government for a fiscal
impact analysis.

The General Assembly may wish to
direct the Joint Subcommittee study-
ing the legislative process to evaluate
the consequences of moving the fis-
cal note process to the legislative
branch.

Vil
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Chapter I: Introduction

In Virginia, localities may exercise only those powers delegated by the State
through either general law or charter. Along with the delegated powers, the State
participates in partnerships with localities. It has also assigned local governments
extensive responsibilities for providing services. The State has defined, prescribed, or
regulated many of these services to maintain consistency and ensure desired policy
outcomes. The State has also provided funding for some of these services to assist in
meeting the costs of the services. In addition, the State determines the specific taxes that
localities may levy and for most taxes prescribes their legal maximum rates. The
combined impact on localities of mandated programs and restrictions on revenue raising
instruments has caused much concern among local officials. These concerns have been
exacerbated by the current State revenue shortfall, which is resulting in both cuts in
State programs and some reduction of State aid to localities.

In 1983, at the direction of the General Assembly, JLARC conducted a study of
State mandates on local governments and local financial conditions. The study found
that although there was little local consensus on the unreasonableness of specific
mandates, localities repeatedly cited funding as a key problem with mandates. Further,
the study noted that many local governments had experienced fiscal stress, and some
were facing eroding financial conditions,

To address the continuing concerns of State and local officials, the General
Asgsembly in 1990 directed JLARC to conduct a follow-up to the 1983 study. In 1991, the
General Assembly expanded the study to include an examination of State and local
responsibilities for service delivery. To fully meet the legislative directives, the studyis
being conducted in twophases, Phase One addressesissues related to mandates andlocal
financial resources. Phase Two addresses issues related to State and local service
responsibilities. This report presents the findings and recommendations from Phase One
— a follow-up of the 1983 study on mandates and local financial conditions.

Since 1983, mandates imposed on loeal governments appear to have become
more extensive and are perceived as being increasingly burdensome. The number of
mandates has increased, and in many cases the mandates have become more complex,
Though some of the new mandates affecting localities originate with the federal
government, federal financial aid to meet those mandates has not been forthcoming,
Indeed, federal intergovernmental aid has declined to almost negligible amounts for
Virginia’s more prosperous localities. As a result, State and in particular local govern-
ments have assumed costs in areas where federal funds have declined. Based on these
findings, several proposals have been presented for the General Assembly’s consider-
ation.



PREVIOUS JLARC STUDIES OF MANDATES AFFECTING LOCAL
GOVERNMENTS AND LOCAL FINANCIAL RESOURCES

The General Assembly has focused considerable attention and effort over the
years on exploring ways to improve State-local relations. This interest is evidenced in
part by a series of JLARC studies focusing on various aspects of the State’s relationships
with local governments. The original 1983 report, State Mandates on Local Governments
and Local Financial Resources, received substantial attention from both legislators and
local officials. As aresult, two follow-up reports were prepared: Local Fiscal Stress and
State Aid (1985), and Towns in Virginia (1985).

The three JLARC reports presented recommendations and policy options for the
legislature to consider. Implementation of some of these recommendations has resulted
in increased funding for certain programs, more equitable distribution formulas, and
continued analysis of fiscal stress indicators. Not all recommendations were imple-
mented, and some current local concerns are similar to those expressed during the
original series of studies.

The 1983 mandates study addressed three primary objectives: (1) to identify
State mandates and the extent to which they impose a burden on local governments; (2)
toexamine the adequacy of the amount and type of State financial assistance tolocalities;
and (3) to determine whether local governments have sufficient local financial resources
to fund the public services they are required to provide.

The study found that, in general, local officials did not disagree with the
substance of State mandates, but were more concerned with the levels of State funding
to meet those mandates. JLARC found that State funding of mandates was substantial
and that it kept pace with historical State commitments in all areas except the
educational Standards of Quality, categorical aid for special education, and auxiliary
grants. In these areas, State aid was found to be inconsistent with levels of State control.

The study also found that localities had experienced various financial stresses
in the late 1970s and early 1980s, including two economic recessions, reduced federal
financial aid, and increased interest rates which made local borrowing more difficult.
These stresses did not affect localities uniformly. Rather, cities as a group showed a
higher level of fiscal stress.

Local Fiscal St 1 State Aid

In September 1985, JLARC issued a follow-up report to the 1983 mandates
study. Inits update oflocal fiscal conditions, JLARC found that per-capita local revenue
capacity had grown between FY 1981 and FY 1983 by approximately eight percent, while



the cost of government services had increased by 15 percent. Despite this discrepancy,
local tax effort had decreased slightly. Overall, there was verylittle change in the relative
rankings of localities based on the stress index.

Between FY 1981 and FY 1983, State aid to local governments had increased.
State aid did decrease, however, for special education and local health departments.
Despite the overall increase in State aid, some localities remained severely fiscally
stressed.

T in Virgini

JLARC issued a second follow-up report in 1985, focusing on the fiscal condition
of towns, their ability to provide services, and relations between towns and counties.
Because of a lack of data, fiscal condition indicators for towns could not be prepared.
Based on a qualitative review, the study found that towns, especially when compared to
cities, did not appear subject to as high a level of fiscal stress. This lower level of stress
was attributed tothe fact that towns were generally not involved in the provision of high-
cost public programs. However, the study did conclude that declines in federal assistance
could promote fiscal stress in towns.

Aspartofthe 1985 study, JLARC conducted case studies of 15 towns throughout
the State. Although town-county relations were unique for each of the towns studied,
JLARC identified three primary findings from the case studies. First, consideration of
city status by towns had a decidedly disruptive effect on town-county relations because
counties stood tolose some of their real estate and personal property tax revenue. Second,
the establishment of town-county liaison committees in several areas of the State served
to facilitate town-county communication and cooperation. Third, towns and counties
were not taking full advantage of increased economies of scale which could be realized
from more extensive use of intergovernmental agreements and contracts.

A ctions Taken Since the JLARC R :

Follow-up of the 1983 and 1985 recommendations and policy options revealed
that the State has taken a number of actions to alleviate problems at the local level
(Exhibit 1). Some of these actions were in direct response to Commission recommenda-
tions. Other actions have been based on complementary, independent work of other
committees or commissions.

The recommendation that the General Assembly should direct an assessment
and validation of the basis for sharing major program costs was implemented by JLARC’s
series of studies on the Standards of Quality (S0Q). The cost methodology proposed in
these reports was adopted for use in determining the State budget for SOQ programs.
Basing portions of the costs on each locality’s ability to pay, the State fully funded its
share of the SOQ costs.



Exhibit 1

Selected Recommendations and Policy Options
Implemented From Previous JLARC
State-Local Relations Studies

Recommendation

Action Taken

The General Assembly should direct an
assessment and validation of the basis for
sharing major program costs.

Assessments were completed for the
Educational Standards of Quality in
1986 and 1988.

Funds should be provided to fund the
State’s historical share of 82 percent of
the estimated State share of the costs of
meeting the Educational Standards of
Quality.

As a result of increased State funding
and changesin methodology, the State’s
funding of its share of costsincreased to
100 percent from FY 1987 to FY 1990.

Funds should be provided to fund 80 per-
cent of the Auxiliary Grants Program.

The State’s share of funding for the
Auxiliary Grants Program was in-
creased to 80 percent in FY 1987,

The General Assembly should consider
distributing additional aid to localities on
the basis of a stress index or formula.

Fiscal stress and/or revenue capacity
are now used in distributing funds for
selected programs. For example, the
Chesapeake Bay Local Assistance De-
partment uses the fiscal stressindex as
one of four criteria for allocating Chesa-
peake Bay Preservation Act grants.

The General Assembly should prepare
recommendations for highway funding
which would both narrow the benefit gap
between cities and counties and aid in
reducing the fiscal stresses facing cities.

Distribution formulas were revised in
1985. The Virginia Department of
Transportation is currently involved in
a study in which this issue will be fur-
ther examined.

Priority State funding should be provided
to localities to fund several programs at
levels more consistent with State control
and the State’s historical commitment.

The State has increased funding to lo-
calities in the areas of education and
health.

The State should develop a new formula
for funding local health departments.

A new formula was developed in
1987.

The Commission on Local Government
should prepare an analysis of fiscal
capacity, tax effort, and fiscal stresson a
continuous basis.

Reports have been generated in
1989, 1990, and 1991.

Source: JLARC staff analysis.




JLARC also conducted an assessment and validation of the basis for sharing
major program costs for cooperative health departments. That study resulted in the
revision of the local cooperative health department program formula, which now uses
local revenue capacity and income data as factors. And, in accordance with a recommen-
dation by JLARC and others, 80 percent of the auxiliary grant program was funded by
the State beginning in FY 1987,

In 1985, the General Assembly reconfigured highway aid on a more equitable
basis by revising statutory distribution formulas. This provided for increased funding for
urban street payments, increased funding of secondary road construction in Arlington
and Henrico, and direction of additional funds to localities with the greatest need.

In response to another JLARC recommendation, the Commission on Local
Government assumed the responsibility to generate and report analyses on revenue
capacity and fiscal stress indicators. Fiscal stress and/or revenue capacity now play arole
in the distribution of funding for the State and local hospitalization program, community
health departments, housing and community development, and Chesapeake Bay pres-
ervation.

Not all study recommendations have been implemented. Explicit commitments
to program funding have not been established in statute. In addition, taxing authority
between counties and cities has not been equalized. Several of the recommendations
concerning towns have also not been implemented. However, several recommendations
are currently being examined through the ongoing efforts of other commissions and
committees,

CURRENT JLARC STUDY EFFORT

The current JLARC study of State-local relations is being conducted based on
four major directives (Appendix A):

¢ Senate Joint Resolution (SJR) 45 and House Joint Resolution (HJR) 156 from
the 1990 General Assembly Session request that JLARC conduct a follow-up
study of the 1983 JLARC report, State Mandates on Local Governments and
Local Financial Resources.

* SJR 235 from the 1991 General Assembly Session directs JLARC to examine
State and local government service responsibilities.

¢ An amendment to the 1990-92 Appropriation Act further directs JLARC to
examine procedures for estimating the full cost of State mandates on local
governments.

As previously noted, the study is being conducted in two phases. Phase One
addresses issues related to mandates and local financial resources (SJR 45, HJR 156, and



the 1990-92 Appropriation Act amendment). Phase Twoaddressesissuesrelated toState
and local service responsibilities (SJR 235).

Four major issues addressing State and local service responsibilities have been
identified for Phase Two of the study:

1.

What public services are currently provided by the State and local
governments?

How should responsibility for providing these services be assigned be-
tween the State and local governments?

Are the functional assignments of services between the State and local
governments appropriate?

What funding structures could be used to provide adequate resources for
service delivery structures recommended for change?

Findings and recommendations from Phase Two of the study will be presented prior to
the 1993 General Assembly Session. This report contains the results from Phase One of

the study.
Phase One Study Issues
Seven issues were developed to address the study requirements of Phase One:
1. What State and federal mandates are placed on local government activi-
ties?
2.  To what extent are State and federal mandates problematic to local
governments?
3. How effective is the process used to produce fiscal impact estimates of
State mandates on local governments?
4. What is the overall fiscal condition of Virginia’s localities?
5. Dolocal governments have adequate ability to generate local revenues to
fund mandated services?
6. Doesthe State provide adequate financial assistance tolocal governments
to enable them to meet service requirements?
7. Does the State provide adequate technical assistance tolocal governments

to enable them to meet service requirements?



Though this study phase is largely a follow-up to the 1983 study, it does move beyond the
original report in an important way. This study identifies federal as well as State
mandates which affect local governments.

Mandate Defined

In analyzing the effect of State and federal requirements on local governments,
the following definition of “mandate” was used:

a constitutional, statutory, or administrative action that places a
requirement on local governments.

This definition of mandate is the same as that used in the 1983 JLARC mandates study.

The definition includes three types of mandates: compulsory orders, conditions
of financial aid, and regulation of optional activities. Compulsory orders are require-
ments with which localities must comply regardless of aid, such as the Chesapeake Bay
Preservation Act. Conditions of financial aid are requirements that arise as a condition
of receiving financial aid from either the State or federal governments. For example, to
qualify for urban street assistance payments, cities and towns (with populations greater
than 3,500) which maintain their own roads must meet Virginia Department of Trans-
portation standards for road maintenance.

State regulation of optional activities includes activities which are not required
but are subject to regulations if performed. For example, if a locality elects to provide
public water and sewer services, the locality must follow certain Department of Health
regulations in constructing the water and wastewater facilities. They must also follow
State Water Control Board regulations for the ongoing operation of the facilities. Though
these activities are technically optional, localities may have little choice whether to
provide them. For example, the decision to provide water and sewer services is more
likely driven by population density than by choice.

[ TR

Cross-cutting research activities were conducted tocollect and analyze informa-
tion about mandates affecting local governments and local financial conditions. These
research activities included: a mail survey of cities and counties, a mail survey of State
agencies, follow-up interviews with 14 State agencies, periodic meetings and interviews
with local government officials, and document reviews.

Mail Survey of Cities and Counties. A 28-page survey was sent to all cities and

counties. This survey requested the opinions of local government officials about
mandates, local financial conditions, and State financial and technical assistance. It also
requested information on specific actions localities have taken in response to difficult



financial conditions. Responses were received from 108 of the 136 cities and counties. A
map identifying responding localities is included as Appendix B.

Mail Survey of State Agencies. A survey was also sent to all State agencies.
Information was requested on State and federal mandates administered by each agency,

and technical and financial assistance programs provided to local governments. Survey
responses indicated that 46 State agencies interact with local governments either
through mandates or assistance programs or both.

Follow-up Interviews with Selected State Agencies, Additional information on
State-local interaction was collected through follow-up interviews with 14 State agen-

cies. Agencies within the functional areas most involved in mandates were selected for
interviews. These areas include education, health and welfare, corrections, transporta-
tion, and environmental protection. Topics addressed during the interviews included:
procedures used in developing regulations, development of fiscal impact analyses of
agency regulations, methods of providing technical assistance, and the evolution of
selected mandates and financial aid programs. In addition, agency personnel were
requested to respond to specific local concerns about selected mandates and financial aid
programs.

peting Iz / ’ Meetings and
mtemews with local government ofﬁclais were conducted to obtain mput into the study’s
research design and to discuss in more detail concerns raised by respondents to the local
government survey. These group meetings and one-on-one interviews were conducted at
various points during the study. Topics discussed included: the level oflocal input in the
development of mandates, adequacy of State financial and technical assistance, and
ways to improve implementation of mandates. JLARC staff also contacted many local
government officials by telephone to follow up on survey responses.

Meetings and Interviewswith the Center For Public Service. Because the Center
has a great deal of expertise in State and local issues, especially in the areas of finance

and taxes, JLARC staff met with staff of the Center to discuss in more detail the issue
of mandates on local governments. Based on these meetings, JLARC requested that the
Center for Public Service staff conduct an analysis of issues surrounding local govern-
ment taxes and taxing authority. The results of this analysis were issued in a Center for
Public Service report titled Special Analysis of City and County Taxes, November 1991.
This report will serve as a foundation for assessing availability of revenues and funding
structures in Phase Two. In addition, JLARC staff and staff from the Center have met
to identify and discuss issues related to Phase T'wo of the study.

Review of Documents, Numerous documents and reports were reviewed during
the course of the study. Foremost among these was a review of the Code of Virginia to
identify State mandates affecting local governments. In addition, Commission on Local
Government documents were used in evaluating local fiscal conditions during the middle
to late 1980s. Reports from ongoing and previocus studies of mandates conducted both
within and outside of Virginia were also examined to identify actions that have been
taken to address concerns about mandates and financial aid to localities.



Use of the Geographic Information System. Much of the analysis of local fiscal
conditions was completed using the geographic information system (GIS). This system

was used extensively for the 1991 legislative redistricting process. With the assistance
of Division of Legislative Automated Systems’ staff, JLARC staff were able to analyze
local government fiscal data at both the statewide and individual local government
levels. In addition, the capability to display the results of the analysis in color allowed
for easier identification of trends and areas of the State which warranted additional
analysis.

REPORT ORGANIZATION

Chapter I has presented an overview of the previous JLARC studies on
mandates and local financial conditions, and has presented the framework for the
current study. Chapter II discusses current local financial conditions and how conditions
have changed over the last several years. Chapter III addresses the effects of mandates
on localities and the process by which the fiscal impact of mandates is determined. The
level of State aid provided to local governments and the adequacy of that aid are
discussed in Chapter IV. Finally, Chapter V presents policy options and recommenda-
tions for the General Assembly’s consideration in addressing mandates and local
financial conditions.

A companion JLARC report, Catalog of State and Federal Mandates on Local
Governments, provides alisting of the mandates currently imposed on local governments.
In addition, itidentifies local concerns with specific mandates. In some casestherelevant
State agency’s response to certain local concerns is also provided.
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Chapter II: Local Fiscal Conditions

In the 1983 mandates report, JLARC reported that local governments experi-
enced increasing fiscal stress between 1977 and 1981. In the 1985 Local Fiscal Stress and
State Aid report, JLARC found that the fiscal stress of local governments had not
increased during the 1982 to 1983 period. However, increases in local revenue capacity
per capita had not matched the historical increases in the cost of providing government
goods and services. Local revenue effort during the same period had moderated.

Since that time, local government fiscal conditions have changed. Due in part
to strong national and regional economic growth during the second half of the 1980s,
many local governments enjoyed substantial growth in local revenues. Through FY 1989 -
(the most recent period for which complete data are available), local revenue capacity on
a statewide basis showed a substantial increase. All but ten localities had increases
greater than the inflation rate for government goods and services. Since that period,
conditions appear to have changed. While data are not available for a complete analysis
of local revenue conditions for FY 1990 and FY 1991, indications are that local fiscal
conditions have recently deteriorated.

Even in FY 1989, areas of concern were evident. Many less affluent localities
did not enjoy substantial growth in revenue capacity. While many of the localities that
exhibited strong growth in revenue capacity experienced slow growth or even declining
revenue effort, revenue effort increased among the majority of local governments.
Further, the overall fiscal stress of cities, as measured by the composite stress index,
continues to be of concern.

More recently, new fiscal pressures have been exerted on many local govern-
ments. Virginia’s economy has suffered from the 1990-1991 national recession. In fact,
regions of Virginia that had experienced substantial growth in the 1980s, particularly
Northern Virginia, have been severely impacted by the economic downturn. This has
resulted in declining home sales, prices, employment, and retail sales — all of which
affect local revenues. State reductions in aid to localities have further affected local
governments’ ability to provide services within existing revenues.

The impacts of all of these actions are reflected by the recent budget actions
localities have taken to control expenditures. Since FY 1989, the number of such budget
actions taken by localities has more than tripled. Clearly, the ability of many local
governments to continue to provide existing levels of services within available revenues
is in doubt. Therefore, any State policies that require local governments to provide
additional services should also consider their local fiscal conditions. The fiscal condition
of localities is assessed in subsequent sections of this report on revenue capacity, revenue
effort, resident income, and fiscal stress. An assessment of more recent, recession-based
factors is also included.

11



LOCAL REVENUE CAPACITY

An important dimension of a local government’s fiscal position is its revenue
capacity. Revenue capacity is a measure of the revenue which may be obtained by a local
government through the use of statewide average tax rates and non-tax revenue effort.
The fiscal position of a local government is particularly affected by the growth in its
revenue base over time. If the revenue base does not grow at a rate that is consistent with
the demand for services, then the local government could be faced with increasing taxes,
increasing user charges, or reducing services. However, if a local government’s revenue
capacity exhibits strong growth, the locality is in a better position to continue to provide
existing services without increasing taxes or other revenue-raising mechanisms.

Calculating R C it

Revenue capacity is a measure of each locality’s potential ability to raise the
revenues used to provide services. Revenue capacity is the amount of revenue that a
locality could generate if that locality used statewide average rates of return from taxes,
service charges, and other revenue-raising instruments.

The revenue capacity measure is based on the representative revenue system
approach of the U.S. Advisory Commission on Intergovernmental Relations. It was
refined for use in Virginia by the Tayloe Murphy Institute and the Institute of Govern-
ment at the University of Virginia. During the 1980s, JLARC further revised and
updated the revenue capacity measure. Currently, the Commission on Local Govern-
ment (COLQG) is responsible for calculating revenue capacity for each local government
on an annual basis.

Revenue capacity measures five components of a locality’s revenue-generating
potential based on the following indicators: (1) real estate and public service corporation
property tax revenues, (2) tangible personal property tax revenues, (3) motor vehicle
license tax revenues, (4) sales tax revenues, and (5) adjusted gross income as a proxy for
all other locally-generated revenues. Exhibit 2 illustrates the revenue capacity calcula-
tion.

Local R c ity in the 1980

Unlike the FY 1977 through FY 1983 period, growth in local revenue capacity
for FY 1985 through FY 1989 was strong. Overall, the increase in local revenue capacity
during this period was slightly more than one and one-half times the inflation rate for
government goods and services.

FY 1989 Local Revenue Capacity. In FY 1989, the average local revenue
capacity per capita was $754. That is, the average local government had the capacity to

generate average revenues of $754 per person to support local services. As agroup,
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Exhibit 2
Computing Revenue Capacity

Per-Capita Revenue Capacity
= [Estimated True Value of Real Estate Property] x
{Statewide Average Tax Rate]]
+ [Estimated True Value of Public Service Corporation
Property] x [Statewide Average Tax Rate]
+ [Number of Motor Vehicles] x
{Statewide Average Personal Property Tax Per Vehicle]
+ [Adjusted Number of Motor Vehicles] x [Average License Fee]
+ [Sales Tax Revenue]
[Adjusted Gross Income] x [Statewide Average Yield Rate]
Locality Population

Example: Brunswick County (1989)

Per-Capita Revenue Capacity

= [$438,793,000] x [.00826]
($29,744,000] x [.00759]
[11,897] x [$150.28]
[10,474] x [$16.51]
[$434,961]
[$105,281,047] x {.02023]

16,000

+ + 4+ o+

Per-Capita Revenue Capacity

- $8,375,791 _ $593 49 per-capita
16,000

Source: JLARC staff exhibit of Commission on Local Government data.

counties had somewhat higher revenue capacity than cities — $760 for counties
compared to $739 for cities. On a locality-by-locality basis, there was wide variation in
the amount of revenue capacity per capita. Lee County had the State’s lowest revenue
capacity per capita at $392. Bath County’s revenue capacity, $3,351, was the State’s
highest. Bath County’s high revenue capacity is largely attributable to the Virginia
Power generating station operating in the county. A full listing of revenue capacity per

capita for each locality is provided in Appendix C.

The statewide distribution oflocal revenue capacity for FY 1989 showed distinct

patterns. The majority of local governments in the Northern Virginia and Piedmont
regions had a per-capita revenue capacity higher than the statewide median of $673. A
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majority of the localities in the Southwest region of the State, on the other hand, fell
within the lowest 25 percent of all localities in terms of local revenue capacity per capita.
However, it should be noted that revenue from mineral taxes — usually imposed in
southwestern Virginia localities — are not directly accounted for in the revenue capacity
measure. It is likely that if revenue from these taxes were directly counted, the revenue
capacity per capita for several coal-producing counties in Southwest Virginia would be
higher.

1989, The overall increase in median
revenue capaczty per caplta for the FY 1985 t.o FY 1989 period was approximately 30
percent. For the same period, growth in the government goods and services inflation
index was about 18.2 percent. This indicates that the revenue base of most Virginia
localities grew at a much higher rate than the cost of providing government goods and
services. Only ten localities’ revenue capacity growth failed to match the increase in the
inflation rate for government goods and services.

Much of the growth in revenue capacity was due to the substantial increase in
the true value of real estate. From 1985 through 1989, growth in the true value of real
estate increased more than 75 percent. This increase in the true value of real estate was
primarily responsible for the approximately 60 percent increase in real property tax
revenue. By contrast, between 1985 and 1989, the average effective true real property
tax rate for all localities decreased from $.87 to $.82.

Table 1 displays the average revenue capacity for cities and counties for most
yearssince FY 1977. InFY 1977, counties and cities had approximately the same revenue
capacity. Through FY 1982, the tax bases of cities had grown at a higher rate than
counties. However, since FY 1982, the rate of growth in revenue capacity per capita was
slightly greater for counties than for cities.

On a statewide basis, growth in local revenue capacity for the FY 1985 through
FY 1989 period was substantial. Still, the uneven distribution of growth across the State
is apparent (Figure 1). Using the median growth rate in revenue capacity (29.8 percent)
as the point of comparison, clear patterns are evident. The majority of localities in the
Southwest and Southside regions of the State had an increase in revenue capacity below
the statewide median. In fact, seven of the ten localities exhibiting the slowest rate of
growth in revenue capacity were located in Southwest or Southside Virginia. Yet all
localities in the Northern Virginia region experienced growth in revenue capacity greater
than the median growth rate. More specifically, seven of the ten localities that exhibited
the highest rate of growth in revenue capacity were located in the Northern Virginia
region,

LOCAL REVENUE EFFORT

One option available to local governments to increase local revenues is to
increase local revenue effort. Revenue effort refers to the degree to which a local
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Growth in Revenue Capacity, FY 1985 - FY 1989

KEY:

Below statewide
median growth”

Above statewide
median growth*

*Note:

Source:

Statewide median growth = 29.8%

Commission on Local Government, September 1991,

Figure 1




Table 1

Local Revenue Capacity Per Capita

FY 1977 - FY 1989
1977 $339 $337 $340
1981 484 486 483
1982 504 485 483
1983 524 513 529
1985 558 557 558
1986 591 589 552
1987 637 624 643
1988 676 669 679
1989 54 739 760

Source: Commission on Local Government and Local Fiscal Stress and State Aid, JLARC, 1985.

government taps its available revenue capacity. Avery high revenue effort indicates that
alocal government is utilizing a high degree of available revenue capacity to provide local
services. A locality with a high revenue effort has less flexibility in utilizing additional
tax bases as demands for services increase.

Calculating Local Bevenue Effort

Local revenue effort is a measure that indicates to what degree localities are
utilizing their available revenue capacity. The revenue effort measure was also
developed by the U.S. Advisory Commission on Intergovernmental Relations. JLARC
staff updated the revenue effort measure during the 1980s. The Commission on Local
Government continues to calculate and refine the revenue effort for each local govern-
ment on an annual basis.

Alocal government’s revenue effort is equal to its actual local tax revenues and
other locality-specific revenue-raising instruments divided by its revenue capacity. As
with revenue capacity, this measure of revenue effort provides a sound basis for
examining each locality’s tax levels, assessing how tax levels have changed over time, and
comparing localities to each other. An example of how revenue effort is computed is
shown in Exhibit 3.
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Exhibit 3

Computing Local Revenue Effort

Revenue Effort

oo+

[Real Property Tax Revenuel

[Public Service Corporation Property Tax Revenue]
[Tangible Personal Property Tax Revenue]

[Motor Vehicle License Tax Revenue]

[Local Option Sales Tax Revenue]

[Other Local Revenue]

Revenue Capacity

Example: Brunswick County (1989)

Revenue Effort

+ o+ 4+

[$1,631,312]
[$125,296]
[$1,190,645]
[$183,115]
[$434,961]

[$1,384,502]
$8,375,791

Revenue Effort

$4,949,831
s = 5910
$8,375,791

Source: JLARC staff exhibit of Commission on Local Government data.

Local Revenue Effort in the 1980s

As in both the 1983 and 1985 JLARC reports, there was a striking difference
between the revenue effort of cities and counties in FY 1989. As a group, cities had a
higher revenue effort than counties. In addition, the level of revenue effort also varied
across the State, with the Southwest region showing relatively low effort and the
Northern Virginia region registering relatively high effort. Between FY 1985 and FY
1989, more than 77 percent of the localities in the State increased their revenue effort.

FY 1989 Local Revenue Effort. In FY 1989, the average local revenue effort was
.80. In other words, the average locality collected 80 percent of its revenue capacity. As

a group, cities had a substantially higher revenue effort than counties — 1.13 for cities
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and .65 for counties. As with local revenue capacity, there was substantial variation in
local revenue effort on a locality-by-locality basis. The lowest revenue effort was in
Rappahannock County at .39. The highest was in the City of Richmond at 1.64. Table
2 displays the average local revenue effort of cities and counties since FY 1977.

Local revenue effort across regions of the State varied dramatically. Many
localities in the Southwest region of the State had relatively low revenue efforts. Carroll
County, for example, had a local revenue effort of .46 in FY 1989. Conversely, much more
affluent localities in the Northern Virginia region had relatively high revenue efforts.
Prince William County, for example, had alocal revenue effort of 1.19 for the same period.
Localities in the Tidewater area also had relatively high revenue efforts. A complete
listing of revenue effort for each locality is provided in Appendix D.

Growth in Revenue Effort, FY 1985 - FY 1989, Though revenue effort remained
fairly stable in the early 1980s, the second half of the decade witnessed a steady increase

in revenue effort for both cities and counties. Only 30 local governments did not increase
local revenue effort from FY 1985 to FY 1989. This overall growth in revenue effort
indicates that local governments were tapping their revenue bases at higher levels than
in the past to provide local services. This trend of increasing local revenue effort was not
the expected outcome, given the robust growth in local revenue capacity over the same
time period.

In a period where local revenue capacity is not growing at a fairly strong rate
orisnotincreasing greater than the rate of inflation, it is reasonable to assume that local

Table 2
Local Revenue Effort
FY 1977 - FY 1989
1977 68 1.00 55
1979 71 1.04 57
1981 16 1.12 .60
1982 75 1.11 .60
1983 5 1.11 .60
1985 75 1.11 .60
1986 6 1.11 61
1987 78 1.13 62
1988 79 1.15 64
1989 .80 1.13 65

Source: Commission on Local Government and Local Fiscal Stress and State Aid, JLARC, 1985,
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governments would have to tap into more of their available revenues to continue
providing the same level of local services. However, overall growth in local revenue
capacity in the FY 1985 through FY 1989 period exceeded the rate of inflation — both
inflation measured by the consumer price index and the cost of government goods and
services index.

There are a number of potential reasons local government revenue effort
increased despite the strong growth in revenue capacity. First, local governments
provided services, either mandated or local option, that could not be funded simply
through the increase in local revenue capacity. The growth in local government
expenditures offers some evidence of this.

Local government expenditures, on a per-capita basis, increased at a fairly high
rate for the period FY 1985 through FY 1990. For example, on a statewide basis, local
expenditures increased about 50 percent. For cities the increase was slightly more than
46 percent, and for counties it was 53 percent. These increases were greater than the
statewide growth in local revenue capacity. Therefore, in order to provide desired levels
of services, localities may have been required to increase taxes to provide sufficient local
revenues.

Second, localities with relatively low growth in revenue capacity were being
required to increase their revenue effort at a higher rate to counter the low revenue
capacity growth. In general, the Southside and Southwest regions of the State, which
experienced relatively low growth in revenue capacity, exhibited high growth in revenue
effort. Conversely, some of the localities with low growth in revenue effort, such as
localities in Northern Virginia, had relatively high growth in revenue capacity.

As indicated in Figure 2, seven of the ten localities with the lowest growth in
revenue capacity exhibited above-average increases in revenue effort. In these cases,
increases in revenue capacity alone were apparently not sufficient to provide local
services absent an increase in local revenue effort. However, in some cases, localities
with high revenue capacity growth registered declines in revenue effort. For example,
nine of the ten localities with the highest growth in local revenue capacity had decreases
in local revenue effort. The strong growth in local revenue capacity possibly enabled
these local governments to collect sufficient revenues to meet service demands with lower
revenue efforts.

Use of Taxing Authorit

To obtain a more distinct understanding of how revenue effort increased,
JLARC staff examined local governments’ taxing authority. Information on which much
of the analysis is based was prepared on an accelerated basis by the Center for Public
Service for use in this JLARC report. The Center’s report, Special Analysis of City and
County Taxes, is available through the University of Virginia Center for Public Service
and JLARC.
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Figure 2

Change in Revenue Effort
FY 1985 - FY 1989

-20% -15% -10% -5%  —<PercentageChange—»  +5% +10% +15% +20% +25%
- High Growth Localities .

Arlington County

Falls Church City

Alexandria City

Fairfax County

i Fairfax City

Rappahannock County
Manassas Park City
Nerthumberiand County

Loudoun County
Bath County

Low Growth Localities

Sussex County
Dickenson County S
Norton City

Danville City
Martinsville City

Gloucester County ||

Wise County

Empaoria City
Clifion Forge City
Lynchburg City

Stale Average

Source: JLARC staff analysis of Commission on Local Government data.

Examination of local governments’ use of individual taxes revealed that locali-
ties have both adopted new taxes and increased effective rates on existing taxes. In
addition, localities have increased their use of non-tax revenue sources such as user fees
and fines.
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hori ed, Since 1983, the General Assembly has
granted locahtles some addztmnal taxmg authonty Counties have been given authority
toimpose meals/prepared foods and transient occupancy taxes. Previously, only selected
counties were allowed to use these taxes. Unlike cities, however, restrictions on the use
of these taxes exists for counties. Most counties must get voter approval to impose the
meals tax, and it is also capped at four percent for counties. For the transient occupancy
tax, the amount of the tax is capped at two percent. Even with these constraints, counties
are increasingly using these taxes.

In addition, all localities were given authority to impose an oil severance tax in
1985. However, this authority expires in July 1992. Only six counties, primarily in
Southwest Virginia, levy this tax.

Finally, in 1989 seven cities and four counties in the Northern Virginia and
Tidewater areas were given authority to impose a local option income tax under certain
conditions. This tax must first be approved through voter referendum, which authorizes
the tax for five years. Further, the revenues generated from the income tax can only be
used for transportation-related activities. None of the eligible localities have imposed
this tax.

Imposition of New Taxes. Table 3 identifies the major local taxes and the
number of local governments imposing each tax. As the table indicates, over the last

several years localities are increasingly using the taxes available to them. For example,
since 1983, a utility license tax has been added by 45 local governments — 42 counties
and three cities. Currently, 82 percent of all cities and counties impose this tax. In
addition, 34 counties have imposed the transient occupancy tax since it was authorized
for all counties in 1985. Only one locality eliminated a tax from use. Rappahannock
County no longer imposes a machinery and tools tax.

These results clearly suggest that localities are using most of the major taxes
currently authorized. The meals tax is the only major tax authorized for all cities and
counties which is not used by a majority of them. A possible reason for the relatively low
use of the meals tax among counties is the condition that counties obtain voter approval
before imposing the tax. Of the four meals tax referenda voted on in November 1991, only
one was passed. In addition, counties may not levy the meals tax within the limits of an
incorporated town unless the town grants the county such authority. Appendices E and
F provide full listings of local taxing authority and the taxes imposed by each locality.

Changes in Effective Tax Rafes. Another important component of taxing
authority is the extent to which localities have increased their tax rates. Table 4 shows

the number of cities and counties which have increased or decreased their tax rates for
eight principal taxes.

The first important finding is that for each of the taxes examined, more localities
showed increases than decreasesin taxrates. In some cases, the difference is quite large.
For example, from FY 1983 to FY 1989, 69 localities increased their effective tangible
personal property tax rate, while only 25 decreased the tax rate. The vehicle license tax
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Table 3

Comparison of Local Taxes Levied

FYs 1977, 1983, and 1992
Cities Counties

FY FY FY FY FY FY

Tax 1977 1983 1992 1977 1983 1992

Real Property 41 41 41 95 95 95
Tangible Personal Property 41 41 41 95 95 95
Retail Sales 41 41 41 95 95 95
Machinery and Tools 41 41 41 94 95 94
Motor Vehicle License 41 41 41 80 87 93
Consumer Utility 36 38 40 33 50 76
Utility License 37 37 40 9 29 71
Meals/Prepared Food 11 18 40 NA NA 12
Transient Occupancy 16 21 35 5 5 39
Cigarette* 15 16 18 2 2 2

*Only two counties are authorized to impose a cigarette tax.
NA: Not authorized for use by counties in FY 1977 and 1983.

Source: State Mandates on Local Governments and Local Financial Resources, JLARC, 1983; and
the Center for Public Service, University of Virginia.

Table 4

Changes in Local Effective Tax Rates for Selected Taxes
FY 1983 - FY 1989

Tax Increase Tax Decrease
City County Total City County Total
Real Property 16 62 78 28 24 52
Tangible Personal Property 15 54 69 8 17 25
Consumer Utility 8 10 18 6 5 11
Motor Vehicle License 19 55 74 1 3 4
Meals/Prepared Food 7 0 7 1 0 1
Transient Occupancy 10 0 10 0 0 0
Cigarette 10 0 10 0 0 0

Seurce: JLARC staff analysis of data published by the Center for Public Service, University of
Virginia.
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is another tax with a striking difference between the number of localities increasing and
decreasing the effective rate in the period examined. Between FY 1983 and FY 1989, 74
localities increased the effective taxrate, while only four localities decreased the effective
rate.

The trend observed for the real property tax is particularly noteworthy. The
1983 JLARC report showed that 84 localities had decreased their effective real property
tax rates from FY 1977 through FY 1983, while 50 had increased the rates. However,
between FY 1983 and F'Y 1989, 78 localities increased the effective real propertytaxrates
and 52 decreased rates. For the same period, the assessed value of real property
increased more than 96 percent. This increase was far greater than inflation as measured
by the consumer price index (24 percent). This increase in effective real property taxrates
by a majority of localities could indicate that many local governments, despite a robust
economy, needed increasing revenues from local property taxes to continue to provide
needed or desired levels of local government services.

Non-Tax Sources of Local Revenue, In addition to taxes, localities use other

sources, such as fines and user fees, to increase local revenues. Non-tax revenues
accounted for only 13 percent of locally-generated revenues in FY 1990. They are
important, however, because they can helplocal governments support specific operations
and services. For example, a county may charge residents for trash pick-up. Those
charges are then used to maintain the collection service.

The proportion of total local revenues from tax and non-tax sources remained
fairly constant between FY 1983 and FY 1989. Since the number of tax sources and rates
imposed by local governments during that period increased, it would be expected that
non-taxrevenue mechanisms would also have had toincrease in order for the proportions
to remain constant. This increase in non-tax mechanisms is supported by local officials’
survey responses. Fifty-four localities reported that they increased and/or levied new
fines or user fees in FY 1988 through FY 1989.

Effects of Revenue Capacity and Revenue Effort

The apparent trend of low revenue capacity growth and an increasing revenue
effort has a source of concern. Alocality with slow growth in revenue capacity has limited
ability to continue supporting local services. And alocality with a growing revenue effort
isreducingits ability to tap available local resources in the future as the need for revenues
continues to increase.

Forty-one localities experienced growth greater than the median growth rate for
revenue effort and below the median growth rate in revenue capacity (Figure 3). In this
sifuation, a locality has a limited source of revenues, and is tapping this revenue at a
growing rate. These local governments may be in a relatively weak position to rely on
raising taxes in order to continue providing local services in the future — both mandated
and local option services.
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Figure 3
Localities (Shaded) Experiencing Growth in Revenue Capacity
Less than the Statewide Median Growth Rate
and Growth in Revenue Effort Greater than the
Statewide Median Growth Rate (FY 1985 - FY 1989)
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LOCALIW ADJUSTED GROSS INCOME

Adjusted gross income (AGI) is the income reported by Virginia taxpayers each
year on Virginia’s income tax reporting forms. AGI is also an important dimension of a
local government’s overall fiscal health, because some of a locality’s ability to raise
revenues to provide both mandated and local option services will likely depend in part
on its residents’ incomes. AGI is used in some State funding formulas that distribute
significant amounts of aid to local governments — for example, the composite index for
distributing basic aid foreducation. AGI is also used as one dimension in calculating both
local revenue capacity per capita and local fiscal stress.

Calculating Adiusted Gross I

AGI in Virginia is based on federal adjusted gross income with several adjust-
ments. These adjustments include both the addition and subtraction of certain items to
the federal adjusted gross income. According to the report titled 1989 Virginia AGIL:
Distribution of Virginia Adjusted Gross Income by Income Class and Locality, issued by
the Center for Public Service at the University of Virginia, the following items are added
to the federal adjusted gross income in caleulating Virginia AGI:

¢ interest from debt instruments of other states,

* the ordinary income portion of a lump sum distribution from a qualified
retirement plan, and

s interest and dividend income which U.S. law exempts from federal income tax
but not state income tax.

Items subtracted from federal adjusted gross income include:

* all or a portion of qualified retirement benefits if retirement income was less
than $40,001;

* interest from federal obligations exempt from state income tax but not federal
income tax;

+ certain benefits received under the Social Security Act, Railroad Retirement
Act, and the Workman’s Compensation Act; and

» foreign source income received as a Virginia resident.
Unlike personal income, Virginia AGI also excludes transfer payments, certain
fringe benefits, income of persons not required to file a tax return, and income of non-

resident military personnel. While overall these exclusions may be slight, they can
substantially affect calculations for individual localities. For example, the exclusion of
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non-resident military income from AGI can have a significant impact on the apparent
wealth of the Hampton Roads area due to the relatively large military population.

Median Adiusted Gross I 1985-1989

There are a number of different measures of AGI available for analysis. These
include the AGI per exemption and the median AGI of all returns, married couple
returns, and individual returns. The composite fiscal stress index calculated by the
Commission on Local Government (COLG) uses the median AGI of all returns. There-
fore, this measure was selected for further analysis.

Median AGI for All Returns, 1989. In 1989, the statewide median AGI was
$20,945. For counties the median AGI was $23,037, as compared to $18,365 for cities. On
a locality-by-locality basis, there was wide variation in the level of AGI. Northampton
County had the lowest AGI at $12,801. Fairfax County’s AGI — $33,240 — was the
State’s highest. A complete listing of median AGI for all returns is provided in Appendix
G. Table 5 displays the median AGI for cities and counties since 1985.

. . 985-1989. The median growth rate in
AGI between 1985 and 1989 was appmmmateiy 18 percent For the same period, growth
in the consumer price index was about 15 percent. This indicates that the AGI of most
Virginia localities grew at a higher rate than inflation. Forty-eight localities, however,
did not experience growth in median AGI greater than inflation as measured by the
consumer price index (Figure 4).

Although local revenue capacity, revenue effort, and median AGI individually
are measures of local fiscal conditions, the composite fiscal stress index provides a
broader measure of local financial stress by combining these three measures. The
composite fiscal stress index was designed toillustrate the cumulative conditions of these
fiscal indicators.

Table 5

Median Locality Adjusted Gross Income

1985 $17,700 $16,037 $18,944
1986 18,627 16,746 19,950
1987 19,335 17,261 21,267
1988 20,661 18,408 22,552
1989 29,945 18,365 23,037

Source: Virginia AGI: Distribution of Virginia Adjusted Gross Income by Income Class and Locality;
1985, 1986, 1987, 1988, and 1989; Center for Public Service, University of Virginia.
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Figure 4

Localities (Shaded) Experiencing Growth in Median Adjusted Gross Income
Less than the Growth in Inflation (FY 1985 - FY 1989)
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COMPOSITE FISCAL STRESS INDEX

In 1983, JLARC developed a composite fiscal stress index. This indexidentified
those local governments with relatively poor fiscal conditions across a number of
indicators. The index is a relative measure in that it identifies those local governments
experiencing high fiscal stress compared to other local governments. In FY 1989, there
was significant variation in the levels of stress faced by local governmentsin Virginia. As
in years past, cities showed a higher level of fiscal stress than counties.

Calculating Local Fiscal St

Measures of revenue capacity, revenue effort, and resident income provide
reliable indicators of a local government’s fiscal position. However, none of these
measures alone is an adequate indicator of local fiscal condition. Rather, a local
government that shows a pattern of stress across all of the indicators may more reliably
be considered to have a poor fiscal condition.

The original composite stress index developed by JLARC measured stress
across five indicators of local fiscal health — revenue capacity, change in revenue
capacity, revenue effort, change in revenue effort, and resident income (proxied by the
poverty rate, median family income, and change in income). The Commission on Local
Government is currently responsible for reviewing the methodology and annually
updating the fiscal stress measure.

In that role, the COLG revised the original methodology developed by JLARC
for the fiscal stress measure beginning with the FY 1989 composite fiscal stress index.
For FY 1989, the COLG calculated the composite fiscal stress across three measures —
revenue capacity, revenue effort, and median adjusted gross income (all State tax
returns). Adetailed discussion of the calculation of the fiscal stress index and the revision
to the fiscal stress methodology is available in the COLG’s 1991 Report on the Compara-
tive Revenue Capacity, Revenue Effort, and Fiscal Stress of Virginia’s Counties and Cities
1988/89.

In order to combine a locality’s relative standing in terms of the three measures
into a single composite fiscal stress index, the raw scores for each measure were
standardized. This standardization was achieved in two steps. First, each raw score was
converted into a corresponding z-score. (The z-score is a commonly used statistical
transformation, which represents how many standard deviations a raw score value is
from its mean value.) The second step was to convert each z-score into a number, called
a relative stress score, which is positive in all cases. After the standardization was
completed, a composite fiscal stress index was calculated for each locality by summing
the relative stress scores across the three measures. Exhibit 4 illustrates the calculation.

Staff of the COLG indicated that the new methodology yields an “increased
degree of statistical precision” using the most up-to-date indicators available. For
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Exhibit 4

Computing the Local Fiscal Stress Index

Fiscal Stress = Revenue Capacity Per-Capita Relative Stress Score
+ Revenue Effort Relative Stress Score
+

Median Adjusted Gross Income Relative Stress Score

Example: Brunswick County (1989)

Relative
Stress Score

= Revenue Capacity Per-Capita 58.20
+ Revenue Effort 51.37
+ Median Adjusted Gross Income 60.98

Fiscal Stress

Composite Fiscal Stress = 170.55

Source: JLARC staff exhibit of Commission on Local Government data.

example, relying exclusively on median adjusted gross income obviates using a poverty
indicator which at the time of the F'Y 1989 fiscal stress calculations was approximately
ten years old.

I I E- } sl x ]zq L *

It is important to emphasize that the composite stress index is a relative
measure. It serves to identify those local governments which are experiencing a high
level of fiscal stress compared to other local governments across the State. This means
that whether overall local fiscal conditions are good or bad, roughly one-half of all
localities will have an above-average fiscal position and approximately one-half will have
a below-average fiscal position.

FY 1989 Local Fiscal Stress. Fiscal year 1989 statewide fiscal stress rankings
were developed based on a locality’s fiscal stress score relative to the statewide average
and the distance from the average as measured by the standard deviation. In FY 1989,
the average fiscal stress score was 165. The standard deviation was 9.53. Therefore, any
locality with a composite fiscal stress score equal to or greater than 165 but less than
174.53 (one standard deviation above the average score) was characterized as experienc-
ing “above average fiscal stress.” Those with a fiscal stress score greater than one
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standard deviation above the average (174.53) were characterized as experiencing “high
fiscal stress.”

On the other hand, localities with a fiscal stress score below the statewide
average score of 165 were in a relatively good fiscal position compared to other localities.
Those localities with a fiscal stress score less than 155.47 (one standard deviation below
the average score) were characterized as experiencing “low fiscal stress.” Alisting of the
fiscal stress score for each city and county is included in Appendix H to this report.

There is wide variation in the FY 1989 fiscal stress scores. Stress scores ranged
from a low of 126.18 in Bath County to a high of 183.73 in the City of Norfolk. Clearly
Bath County, which generates much of its revenue from a Virginia Power generating
station, had relatively low levels of stress. The City of Norfolk, on the other hand, had
high levels of stress across all of the indicators.

Figure b illustrates the statewide distribution of local fiscal stress scores. The
majority of localities in the Southwest, Southside, and Tidewater regions of the State
experienced high or above-average stress. Localities in the Shenandoah Valley region
were generally experiencing below average stress. Finally, many of the localities in
Northern Virginia and Piedmont appeared to have low stress.

City /[ County Differences. Cities were more likely to experience higher levels of
fiscal stress relative to counties. For FY 1989, cities had an average stress index score

of 171.7 compared to the county average of 162.1. Further, of the 21 localities classified
as high stress, 18 were cities and only three were counties. In fact, 88 percent of all cities
were considered to have above-average or high fiscal stress. Ofthe five cities with below-
average or low fiscal stress, four were located in the Northern Virginia region.

While only 12 percent of cities enjoyed below-average or low fiscal stress, 59
percent of Virginia’s counties fell into this category. In fact, 13 counties were considered
to have low fiscal stress, while only four cities — Falls Church, Fairfax, Manassas, and
Alexandria — were in this category.

As in the two previous JLARC reports, high revenue effort was the greatest
stress facing cities. More than 92 percent of all cities had an above-average revenue
effort. Overall, the average revenue effort in cities was substantially higher than that
of counties. For FY 1989, the revenue effort for cities was 74 percent greater than that
displayed by counties.

MORE RECENT ECONOMIC INDICATORS SUGGEST
DETERIORATING LOCAL FISCAL CONDITIONS

For most of the decade of the 1980s, the economies of both the United States and
Virginia experienced strong growth. As evidenced by the number of localities with
revenue capacity growth greater than common measures of inflation, many local
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governments shared in this growth. Yet the increasing revenue effort of many local
governments suggests that, despite substantial growth, local governments increased
taxes to provide required or desired levels of services. Because the fiscal stress, revenue
effort, and revenue capacity measures illustrate local conditions only through FY 1989,
it was necessary to review other indicators to illustrate the potential fiscal conditions
local governments have faced since FY 1989,

Many selected indicators suggest that local fiscal conditions have worsened
since FY 1989. While local revenue growth has typically mirrored that of the State, the
State’s revenue slowdown as well as the performance of many economic indicators
suggest that local revenue growth is not continuing at a robust rate. The State’s
reductions in aid to localities for the 1990-1992 biennium have also added to the fiscal
strain of local governments. Finally, the magnitude of recent budget actions taken by
local governments provides further evidence of the worsening fiscal conditions faced by
many local governments.

Future Local R Growth Will Likely Moderat

Like the State, local governments enjoyed tremendous revenue growth during
the economic expansion of the 1980s. However, common economic indicators suggest
that economic growth in Virginia, and therefore Virginia's local governments, has
subsided since 1989. For the FY 1985 through FY 1990 period, local revenues increased
more than 80 percent. Growth in local revenues was similar to growth in the State’s
general fund revenues. Yet the State’s revenue growth slowed substantially beginning
in 1989.

Planned reductions in the United States’ defense budget also have the potential
to negatively affect local governments. Finally, in selected localities for which FY 1991
and projected FY 1992 and FY 1993 data were obtained, local revenue growth in selected
revenue sources has not matched historical increases. In fact, for some local govern-
ments, declines in certain revenue sources have occurred.

Recent Economic Recession Has Negatively Affected Local Governments, The
most recent recession has not left Virginia or its local governments untouched. The poor
fiscal conditions faced by many local governments in Virginia may be evident in several
economic statistics,

L0

Since the beginning of the recession, employment in specific job classifications
showed dramatic decreases. For example, construction-related employment in the
Northern Virginia and Hampton Roads areas decreased by 35 and 21 percent, respec-
tively. Other areas of the State were also affected by the decline in relatively high paying
construction-related employment in the Northern Virginia region. As noted by the
Virginia Employment Commission (VEC):

Northern Virginia real estate has been devastated, and this has

produced high unemployment among construction workers in the
rural areas thirty to eighty miles south and west of Washington, D.C.
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The impact of the national recession was also felt in other economic areas
commonly used as measures of Virginia's overall economic health. Thirteen of 15
economic indicators used by the VEC showed unfavorable changes for the January 1990
to January 1991 period. Many of these indicators registered substantial declines (Figure
6). For example, new vehicle registrations and valuation of building permits registered
declines of greater than 20 percent. Other economic indicators registered somewhat less
substantial declines.

Decreases in employment and earnings can directly affect home sales and
prices. In Alexandria City and Arlington and Fairfax Counties, housing sales between
1989 and 1990 decreased 23 percent. In addition, sale prices of homes declined by almost
five percent.

Commercial real estate has alsobeen affected. Fairfax County reported that the
value of building permits declined by $389 million for the first nine months of 1990. The
county also noted:

Figure 6

Change in Virginia Economic Indicators
January 1990 - January 1991
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Source: JLARC staff analysis of data published by the Virginia Employment Commission.
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[Onel component of real estate tax is normal growth in residential and
commercial sectors. This rate is estimated at two percent for 1992, the
lowest level of growth the County has experienced in twenty years.

The effect of the most recent recession on the commercial real estate sector has
the potential to affect the local economy for years. In arecent United States Conference
of Mayors study, one Virginia city commented that:

The very significant difference in the cause of this recession compared
to the last one creates uncertainty about the long term impact and the
nature of the eventual recovery from the current recession.... Due to
the fact that the city is largely dependent upon property taxes, the
effects of the current recession will restrict budgetary options for the
next three to five years as demand “catches up” to the oversupply of
vacant commercial office and retail space in the region.

These trends are particularly noteworthy since they could be reflective of an overall trend
in the value of real estate which, through real property taxes, can lead to little or no
growth in local revenues.

7 enies. Like the State,
local governments also en;eyed substanhal growth in loca]ly-ralsed revenues from FY
1980 through FY 1990. In fact, ascompared to the growth in State general fund revenues,

growth in locally-raised revenues from FY 1985 through FY 1990 closely matched the
State’s growth (Figure 7). This growth is likely attributable to increases in population,
local revenue capacity, and local revenue effort.

However, in FY 1990, the beginning of a national recession began to affect
Virginia. As a result, substantial reductions in State general fund revenue collections
occurred. Because growth in locally generated revenues appears to be related to that of
the State, it is likely that annual growth in local revenues also will moderate or decline
in the near future.

It appears that the impact of the national recession may affect local government
revenues later than it has the State’s general fund revenues. For example, local
government revenue growth exceeded the State’s in FY 1990. However, analysis of
selected localities’ revenue collections for FY 1991 and projections for FY 1992 and FY
1993 indicates that the moderation of local revenue growth began in FY 1991.

Analysi s it 1 s Wi
Likely Decline. Comprehenswe local ﬁnanczal data is largely unavallable after FY 1990
As a result, JLARC staff collected more recent local financial data for selected localities
in order to determine the extent to which local revenue growth has been affected since
FY 1990.

For example, Fairfax County experienced annual growth in real property
revenue from FY 1985 to FY 1990 averaging more than 15 percent. Yet for the FY 1990
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Figure 7

Growth in Local Revenues Compared to
Growth in State General Fund Revenues

Since Fiscal Year 1980
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Source: Auditor of Public Accounts data; and Secretary of Finance presentation to Senate Finance,
House Appropriations, and House Finance Committees on August 23, 1991.

to FY 1991 period, growth in this revenue source was about seven percent. Average

increases in real property revenue for FY 1992 and FY 1993 as compared to FY 1991 is

projected to decline by about three percent. Other sources of local revenue have similar

trends (Figure 8).
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Figure 8

Projected Growth in Selected Local
Revenue Sources for Fairfax County
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Many other localities exhibited similar patterns, although not quite as dra-
matic. Forexample, the City of Danville experienced annual growth in local real property
tax revenue averaging more than 13 percent for the FY 1985 through FY 1991 period. For
FY 1992, growth in projected real property revenues is expected to be only 1.5 percent.
Giles County experienced annual growth in real property tax revenues averaging about
10 percent for the FY 1985 through FY 1990 period. For FY 1991, this revenue source
declined by about 2.6 percent.

Not all localities for which JLARC had FY 1991 revenue data exhibited
decreases in real property tax revenues. But where increases did occur, they were often
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at a lower rate than exhibited in previous years. And other revenue sources in these
localities may have registered declines. For example, according to data obtained from the
Auditor of Public Accounts, York County experienced annual growth in real property tax
revenues averaging 19 percent for the FY 1985 through FY 1990 period. In FY 1891,
growth in real property taxes was about 16 percent. Yet the amount of revenue York
County collected from both the personal property tax and the local option sales tax for FY
1991 was less than the previous year.

QQW In FY 1990 the U S Department of Defense (DOD) expended more than
$15.7 billion in Virginia for personnel salaries and procurement contracts. The defense
industry has a substantial impact in certain regions of the State — especially Northern
and Southeastern Virginia — where it is basically a primary industry. For example, one
of the State’s largest private sector employers, the Newport News Shipbuilding Com-
pany, is very dependent upon DOD shipbuilding contracts. In fact, two planning district
commissions, Northern Virginia (PDC 8) and Hampton Roads (PDC 23), accounted for
more than 90 percent of the total statewide Dol) expenditures for salaries and procure-
ment contracts.

In 1989, future reductions totalling 25 percent were planned for the DoD budget.
As noted in the November 1991 issue of the U.S. Economic Outlook: 1991-94,the WEFA
Group stated that “defense spending will continue to be cut sharply,” projecting declines
of “7.0%, 6.5% and 5.8% in 1992, 1993, and 1994, respectively.” The magnitude of the
defense presence in Virginia leads logically to the assumption that these proposed
cutbacks have the potential to negatively affect both the State and those local govern-
ments with a large military presence. For example, arecent study by the Federal Reserve
Bank of Atlanta noted that:

The five states most likely to suffer severely because of defense outlay
cuts are Connecticut, Massachusetts, Virginia, Missouri, and Colo-
rado, For the times measured, these states typically have had a larger-
than-average share of employees tied to defense.. . ..

The recent decline in military tensions between the United States and Soviet Union has
the potential to further increase cutbacks beyond the 25 percent originally planned for
the DoD) budget. The consequences of further cutbacks on defense-dependent Virginia
localities could be profound.

In order to address a more than $2 billion revenue shortfall in the State’s 1990-
1992 budget, reductionsin State aid to local governments wereinitiated. A total of $297.6
million in State aid tolocalities was eliminated for the biennium. This amountrepresents
approximately 13.6 percent of the total budget reductions taken by the State to address
the revenue shortfall.
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The amount of reductions in State aid to local governments varied by program.
Four programs — the educational Standards of Quality, recordation tax, Compensation
Board, and aid for law enforcement (“599” funds) — accounted for more than 82 percent
of the total reductions (Table 6).

Reductions in aid to local governments add to the difficulties local governments
face in their attempts to meet the day-to-day demands for services. Many primary
services, such as education, health and welfare, and to some extent public safety and
public works, are need-driven. Children must be educated and clients eligible for
particular social services must be served. Because many local services are need- or
entitlement-driven, local governments have little discretionary control over whether
these services are to be provided. They do, however, have somewhat more control over
how and how many services are to be provided.

At the present time, anticipated State aid to local governments for FY 1992 is
expected to decrease even further from FY 1991 levels. The reductions in aid to localities
were minimized to the extent possible for FY 1991 — requiring even greater reductions
for FY 1992. Reductions were minimized in the first year of the biennium because at the
time the reductions became necessary, local governments had finalized their FY 1991
budgets and were almost two months into the fiscal year operating under that budget.

Despite the reductions in aid tolocal governments, there is estimated tobe a net
increase in State aid to local governments from FY 1990 to FY 1991. However, for FY

Table 6

Reductions in Aid to Local Governments
FY 1990 - 1992 Biennium

Biennium Percentage of
Program Reductions Total Reductions

Educational Standards of Quality $131.9* 44 3%
Recordation Tax 60.0 20.1
Compensation Board 34.5 11.6
Aid for Law Enforcement (“599” funds) 18.3 6.2
All Other Reductions 529 17.8

Total 297.6 100.0

‘Reductions in the Educational Standards of Quality reflect the restoration of $15 million in aid in
November 1991.

Note: Biennium reductions are in millions of dollars.

Sources: Department of Education, Department of Criminal Justice Services, and the Department
of Planning and Budget.
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1992, there is estimated to be a slight decline in the amount of State aid provided tolocal
governments compared to the previous fiscal year (Figure 9). This will only increase the
fiscal adversity facing local governments for the remainder of FY 1992.

Local Budget Actions To Control E 1it

If local governments are struggling with inadequate local revenues or weak
revenue growth, then actions to control expenditure growth are often taken. When faced
with inadequate or slowing revenue growth, local governments may decide to reduce
fringe benefits, salaries, or even the number of staff they employ. They may eliminate
positions through attrition or by freezingjob vacancies. Otherbudget controls frequently
used by local governments include deferral of spending on capital projects and deferral
of maintenance on existing equipment and facilities.

Local governments have taken budget actions to control expenditures every
year since FY 1985. However, if local government fiscal conditions have worsened since
the FY 1989 revenue capacity, revenue effort, and fiscal stress index measures were
computed, increases in local government budget actions since that time period should be
evident.

Figure 9

State Financial Aid to Local Governments:
Increase or Decrease Compared to
Previous Fiscal Year, 1988-1992
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Source: JLARC staff analysis of Department of Accounts data.
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Freguency of Budget Actions, The JLARC staff survey asked local officials to
note the number of budget actions they took in the past four fiscal years as well as those
they were planning to take in FY 1992. Survey responses indicated that local govern-
ments have been taking an increasing number of budget actions to control or reduce local
expenditures. The number of budget actions taken from FY 1988 through FY 1991
increased by more than 200 percent. If actions planned for FY 1992 are included, the
increase is more than 300 percent (Figure 10).

Another indicator of a worsening economic climate at the local level is the
number of localities taking three or more budget actions to control expenditures. Twice
as many localities took three or more budget actions in FY 1991 compared to the number
taken in FY 1990 (Figure 11). This indicates that local government officials are having
to use a combination of budget reducing actions to enable them to deliver local services
within available revenues.

Figure 10

Number and Types of Budget Actions
Taken by Local Governments (FY 1988 - FY 1992)
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Source: JLARC staff survey of cities and counties, summer 1991. Survey data based on a
response of 38 cities (93 percent) and 70 counties {74 percent).
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Figure 11

Percentage of Cities and Counties
Taking Three or More Budget Actions
By Fiscal Year
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Source: FY 1980 through FY 1983 data from 1983 JLARC report, State Mandates on Local
Governments and Local Financial Resources; FY 1988 through FY 1992 data from JLARC

staff survey of cities and counties, summer 1991.

In FY 1983, 32 percent of the counties and 53 percent of the cities in Virginia
reported taking three or more budget actions to control expenditures. As reflected in
Figure 10, more cities than counties were still taking three or more budget actionsin FY
1991, However, the difference between the two had narrowed considerably. In FY 1991,
about 70 percent of cities reported taking three or more budget actions and more than 60
percent of counties reported taking three or more budget actions. In FY 1992, more
counties than cities planned to take three or more budget actions to control expenditures.

This narrowing of the frequency with which cities and counties are taking
multiple budget actions is important. Clearly, both cities and counties are facing
increasing strain in providing local services within their available revenues. Counties,
as measured by the fiscal stress index, revenue capacity, and revenue effort measures,
are considered to have overall better fiscal conditions than cities. Yet their responses to
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the JLARC staff survey indicate that they are dealing with many of the same problems
as cities. It is alsonoteworthy that the localities in the Northern Virginia area, which had
high and rapidly growing revenue capacities and decreasing revenue efforts during the
late 1980s, have taken the most budget actions to control expenditures since FY 1991.

Tvpes of Budget Actions. The specific types of budget actions taken by local
governments are also important. In FY 1992, both cities and counties will rely

extensively on personnel actions and, to a lesser extent, deferral of all capital cutlays and
infrastructure maintenance to control expenditures (Figure 12). The most frequently
used personnel actions include eliminating cost-of-living increases for employees and use
of early retirement to reduce staff positions. For example, more than 75 percent of cities
and counties anticipate providing no cost-of-living increase in salaries of full-time staff.

These actions, while necessary, can have implications for both the level and
quality of service delivery at the local level. Reductions in staff levels can resultin a
decreased level of services or an increase in the time necessary to deliver the services.
Deferring maintenance or construction of infrastructure can also negatively affect

Figure 12
Planned Budget Actions
to Control Expenditures, FY 1992
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operations and services. Capital needs cannot be postponed indefinitely. In fact,
delaying infrastructure maintenance can lead to a situation where portions of the
infrastructure deteriorate to the point where very costly replacement, rather than less
costly repairs, is necessary.

Conclusion

The available data appear to indicate that local revenue growth statewide for
FY 1991 and beyond will likely slow substantially from rates achieved in previous years.
This indicates that local governments may have to reduce expenditures in local option
programs, increase taxes, or turn to other revenue-raising alternatives in order to
continue providing mandated services. Because local governments will likely not have
the increasing fiscal capacity of the FY 1985 through FY 1990 period, the necessity of
imposing State mandates on local governments should be carefully considered.
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Chapter III: Mandates on Local Governments

State and federal mandates have been a long-standing concern to local govern-
ment officials in Virginia and nationally. Federal and State officials generally view
mandates as a legitimate and necessary tool for implementing needed policies and
ensuring some level of basic services. While local officials also tend to recognize the
necessity of some mandates, they have been critical of the manner in which mandates are
implemented and of the continuous enforcement of mandates without, as they perceive,
sufficient monetary resources to comply.

Evidence suggests that although the State has taken steps to mitigate the
impact of mandates on localities, mandates are still a problem for local governments.
Some of the more problematic mandates originated at the federal level, and therefore, few
immediate changes can be made to streamline and reduce the impact they have on local
governments. However, there are some actions that the State can take to help ensure

that local governments are able to adequately meet mandate requirements and to better
inform the General Assembly of the potential impact of proposed legislative mandates.

LOCAL CONCERNS ABOUT MANDATES

Local officials were asked on the JLARC local government survey whether they
considered State and federal mandates to be a problem. Over 90 percent of the localities
that responded stated that mandates, in general, were a problem. Localities cited five
broad-based concerns with mandates:

* the cumulative impact of mandates,

* the lack of local input into the development of mandates,

* inflexibility of mandates,

* overlapping mandates, and

¢ inadequate funding to meet mandates.

In addition, local governments rated specific mandate areas by indicating the extent to
which they considered the mandates to be reasonable or unreasonable.

Analyses indicate that in some cases, local officials’ concerns are warranted.
Specifically, JLARC staff found:
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* Mandates are extensive, covering most areas of local government activity.
* The number of mandates imposed on local governments increases yearly.

* In some cases, mandates do not allow local governments sufficient flexibility
in implementation.

* Some mandates issued by State agencies overlap with each other.

However, the State has taken actions to address some of the problems cited by local
governments. These include recent steps by the executive branch to relieve administra-
tive burdens placed on local governments. Local concerns regarding the adequacy of
funding for mandates will be addressed in Chapter IV.

Extensiveness of Mandates

State and federal mandates on local governments are extensive, affecting most
areas of local government activity. As of December 1991, a total of 338 State and federal
mandates have been identified as affecting local governments.

Although individual mandates can have a great impact on localities, when
viewed collectively they generate even greater concern. Figure 13 shows the proportion
of mandates imposed on local governments by functional area. The area most affected
by State and federal mandates is health and welfare — 26 percent of all mandates on
localities. Within health and welfare, mandates imposed on local social services
departments are particularly extensive. A substantial proportion of mandates also
pertains to local school systems. Few mandates are imposed in the areas of parks,
recreation, and libraries, and the administration of the judicial system.

There are three types of mandates which affect local governments: those which
are required regardless of any funding; those required as a condition of aid; and those
required if the locality chooses to perform an optional activity. The following examples
illustrate each mandate type.

Required Regardless of Funding (Compulsory Orders): Localities must
adopt ordinances regulating the subdivision of land and its develop-

ment.

: , _ Aid: Local governments must
haue new mod.el buses tested at a fac;hty in Altoona, Pennsylvania, in
order to receive federal mass transit grant funding.

* % *
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Figure 13

Proportion of State and Federal Mandates
on Localities by Functional Area, 1991
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Source: JLARC staff analysis of Code of Virginia; survey of cities and counties, summer 1991; and
survey of State agencies, summer 1991,

equired if a Loca _ ! /4
transportatmn of n«handwapped chzldren is prouzded school divi-
sions must conform to State regulations regarding equipment, insur-
ance, and driver qualifications.

Table 7 summarizes the number of mandates imposed on local governments by
functional area and according to the type of mandate. Most of the mandates identified
— 61 percent — are required regardless of whether a locality receives any funding for the
mandated program. Over one-fourth of the mandates which are conditions of aid or of a
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Table 7

Number of Mandates by Functional Area
and by Type of Mandate, 1991

Total Required Required as  Required if
Number of Regardless Condition Activity

Functional Area Mandates  of Funding of Aid Performed
Health and Welfare 89 66 9 14
Education 68 57 9 2
Public Works 53 19 16 18
Public Safety 40 15 17 8
Administration
of Government 37 35 2 0
Community Development 35 8 18 9
Parks, Recreation, and
Libraries 13 2 6 5
Judiciary System 3 3 0 0
Total 338 205 77 56

Source: JLARC staff analysis of Code of Virginia; survey of cities and counties, summer 1991; survey
of State agencies, summer 1991,

locality choosing to perform an activity are accounted for through public works activities.
Though optional, mostlocalities are in fact affected by these mandates, since they pertain
to such activities as the construction and operation of water and wastewater facilities,
and the construction and maintenance of streets.

A companion JLARC report titled Catalog of State and Federal Mandates on
Local Governments lists each of the 338 mandates and identifies whether each is required
regardless of funding, required as a condition of aid, or required if a locality chooses to
perform an optional activity. The report also identifies localities’ concerns about
individual mandates.
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Local governments repeatedly cited that, although any one mandate may not be
burdensome, the cumulative effect of new mandates issued on top of existing mandates
can resultin a substantial burden to local governments. To address this concern, JLARC
staff examined the dates mandates were instituted to identify new mandates imposed on
local governments since the 1983 JLARC mandates study. Based on this examination,
81 new mandates were identified, an increase of 32 percent.

Most areas of government have been affected to varying degrees by new
mandates. These new mandates ranged from requiring a new major program of recycling
to requiring training for animal wardens, custodians, or animal control officers engaged
in the operation of an animal pound. Revisions to existing mandates have also affected
the scope of activities performed by local governments. Much of this new mandating
activity was due to State rather than federal initiatives. However, the State has recently
taken steps to streamline and reduce the number of mandates on local governments.

Ne andates on Local Government Since FY 1983, Table 8 identifies the
numberof new mandates unposed ineach functmnal area annually since 1984. Over two-
thirds of the mandates implemented since 1983 originated at the State level. The
remaining one-third were based on federal initiatives. Most of the new mandates affected
education, health and welfare, and environmental protection.

The increase of 19 mandates in the area of education was largely the result of
State initiative. Only one of the mandates originated at the federal level. In 1988, the
State responded to concerns over elementary and secondary school performance by
developing more stringent education requirements. New standards included greater
emphasis on writing, speaking, listening, and mathematics skills; reduced class sizes in
certain grades; and literacy testing. Eleven of the new education mandates can be
accounted for by the educational Standards of Quality.

Both State and federal initiatives have produced significant new mandates in
the area of environmental protection. For example, at the federal level the Clean Water
Act required the implementation of mandates in 1988 concerning wastewater discharge
and underground storage tanks. In addition, the Clean Water Act requires initiating a
stormwater discharge permitting process. Though these permitting regulations have not
yet been developed by the State, many local governments expect them to have a negative
fiscal effect on their localities.

Virginia’s growth and increasing urbanization during the 1980s have contrib-
uted to the State’s interest in improving and preserving the environment. For example,
substantial new mandates have been implemented by the State regarding solid waste
management. Through mandates issued in 1988 and 1989, the General Assembly
required localities to submit 20-year solid waste management plans and meet certain
recycling requirements by 1991, 1993, and 1995. Another State environmental initiative
was the Chesapeake Bay Preservation Act, which was implemented in 1988 to protect
and improve the Chesapeake Bay and its tributaries.
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Table 8

Number of New Mandates Since 1983
by Functional Area and Year

Functional Area 1984 1985 1986 1987 1988 1989 1990 1991 Total

Public Works 1 0 2 6 6 4 1 2 22
Education 0 1 1 0 13 2 2 0 19
Health and

Welfare 4 2 2 0 0 2 4 1 15
Community

Development 0 0 1 2 2 2 3 2 12
Public Safety 0 2 3 0 2 1 1 3 12
Parks, Recreation,

and Libraries 0 0 0 0 1 0 0 0 1
Judiciary 0 0 0 0 0 0 0 0 0
Administration

of Government 4] 0 0 0 0 0 Kl 0 0
Total 5 5 9 8 24 11 11 8 81

Source: JLARC staff review of Code of Virginia; survey of cities and counties, summer 1991; survey
of State agencies, summer 1991; and interviews with State agencies.

With the exception of 1988, in any one year the number of new mandates may
not appear significant. However, local government officials have stated that the
cumulative effect of mandates can become a significant burden on local governments’
personnel and financial resources. In the “Local Governments’' Mandates Manifesto”
developed by the Virginia Municipal League (VML) and local administrators, officials
expressed the concern that when viewed collectively, “mandates can be quite detrimental
often resulting in serious budgetary impacts and political discord.” Local officials also
noted that this burden is compounded during downturns in the economy, when financial
resources may be reduced while the mandates remain intact.

: ents. In addition to the increas-
ing number of new maudates local govemmeuts were also affected by mandates that had
been revised or expanded since their original enactment. JLARC staff did not system-
atically identify all revisions to existing mandates. However, some local governments
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cited examples in which existing mandates had been expanded, and subsequently
imposed additional requirements on localities.

As with new mandates, local officials noted that revised mandates can have a
substantial effect on the level of local resources needed to provide the mandated program.,
For example, changes in federal eligibility requirements for Medicaid have resulted in
increased caseloads and an increase in the amount of staff time that must be spent on
each case. The following official’'s comment reflects the opinions of many localities.

The Medicaid program contains too many categories of eligibles, too
many different income levels, and too many different resource limits.
It has become very difficult for a social service agency to provide
expedient services to its clients because applicants must be screened
against each of these criteria to determine their categorical place-
ment . .

On the other hand, some mandates have been revised in such a way as to reduce
the impact on local governments. For example:

Local governments over 3,500 population are eligible to participate in
the State urban highway construction program. In 1989, praject
eligibility requirements were changed by reducing the local funding
match from five percent of the project cost to two percent of cost.

As mentioned earlier, mandates viewed individually are generally not considered
burdensome. However, considered collectively, new and revised mandates can have a
significant impact on local governments.

: /i Le he 5. In a recent Executive
Memorandum the Governor stated interest in exammmg and improving State-local
relations through the streamlining of administrative requirements imposed on local
governments. The Administration is interested in improving communication and
cooperation between State and local governments and hopes through these efforts to
eliminate any unnecessary burdens on local governments. Also, as part of Project
Streamline several State agencies have instituted actions designed to provide more
coordinated services. For example:

Prior to Project Streamline, the regulation of asbestos was fragmented
among five agencies: Department of Labor and Industry, Department
of Commerce, Department of Air Pollution Control, Department of
Waste Management, and the Department of Housing and Community
Development. Local governments had a great deal of trouble determin-
ing which agency to contact for various problems. As part of Project
Streamline, these departments met and subsequently submitted recom-
mendations to the Governor as to how the asbestos-related responsibili-
ties of the various agencies could be consolidated. The Governor is
currently reviewing the proposal.
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Agencies in the Natural Resources Secretariat have also examined procedures
to streamline existing agency processes.

In an attempt to find ways to simplify the environmental permitting
process and to better inform the public about the process, the State
Water Control Board, Department of Air Pollution Control, Marine
Resources Commission, and Department of Waste Management held
ten permitting conferences around the State. The conferences were held
at eight community colleges, most of which were located in rural areas
and small cities. During each stop, the four agencies gave a step-by-step
explanation of their permit process. The total attendance was approxi-
mately 600, of which 60 percent were from small businesses, 30 percent
from local governments, and ten percent from State agencies, large
businesses, and others. In addition to the conferences, these agencies
are currently examining ways to improve the multi-agency inspections
process through consolidation, coordination, and cross-training of

staff.

These actions may result in less confusion as to which agencies local government officials
should contact for various technical assistance, and less overlap between agencies as to
the mandates administered by each.

Lack of Local Input in the Devel ¢ of Regulati

Many local government officials voiced concerns to JLARC staff that State
agencies do not solicit and use local government input in the development of regulations.
Local government officials stated:

The process used to arrive at mandates is a concern. Local input often
is not sought which results in conflicts between the state and localities.

*® * &

For the most part, State agencies do not listen to or consider the
comments of localities in the development of regulations. This is true
even when the locality is charged with administering the final regula-
tions. ...

This may seem to suggest that State agencies do not consider local government input a
major concern when developing agency regulations.

: However, detailing the procedures they use to develop regulations, many of the

14 State agencies interviewed by JLARC staff provided examples of how they exceed
Administrative Process Act requirements in gathering public input. Many agencies
stated they form advisory groups, or convene workshops or meetings of interested
parties, including local government officials, to help in the development of proposed

52



regulations or changes to existing regulations. These agencies stated that local govern-
ment participants had substantive input in the process since they were essentially
working on the first draft of the regulations.

The agencies also noted that local officials were able to provide additional input
into the development of the regulations through the public hearings required as part of
the Administrative Process Act. For example:

The Department of Waste Management provided JLARC staff with a
copy of the comments from public hearings on the proposed solid waste
management regulations issued in 1988. These comments identified
concerns raised by local government officials and the Department’s
response to these concerns. Analysis of these comments revealed that
several substantive changes in the proposed regulations were made
based on local government input. For example, some local governments
commented that the time period for existing facilities to comply with the
regulations wasexcessive. Asaresult oflocal comments, the compliance
time was changed from five years to three years. Local government
comment also resulted in an extension of the storage time for recyclables.
In addition, the Department made changes based on the comments of
private businesses and environmental groups. In particular, the
requirement that sanitary landfills have double liners was added to the
regulations based on concerns voiced by environmental groups.

Though agencies have cited examples of “meaningful” participation by local
officials, further examination of the level of public input into the development of agency
regulations is warranted. To that end, JLARC is currently conducting a study of the
Administrative Process Act as mandated by HJR 397. The study is scheduled to be
completed and released in 1992, As part of that study, JLARC staff will be conducting
a systematic assessment of the extent to which public participation has resulted in
changes to proposed regulations.

Lack of Flexibilitv in Impl tation of Mandat

States typically mandate to promote statewide uniformity and to ensure a
minimum level of services statewide. However, variations in the resources and capabili-
ties of the 136 cities and counties in Virginia make implementation of some mandates
burdensome to some localities. This variation among localities includes differences in
size, population density, and fiscal capacity. In some cases State agencies take these
differences into account by granting mandate waivers to individual localities.

Insufficient Flexibility. Currently, most State and federal mandates impose
certain standards or procedures uniformly across all localities, regardless of the differing
effects of those mandates and the ability of various localities to comply with the
mandates. Smaller, more rural localities may face unique problems in implementing
certain mandates. As one local official noted:
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Recycling goals are clearly necessary and desirable, but the mandatory
10% in 1991, 15% in 1993, and 25% in 199{5] are clearly arbitrary and
not reflective of local needs. Some localities will meet the 25%
relatively easily because of particular industrial activities, while rural
areas with insufficient residential density to make curbside household
solid waste separation and collection economically feasible will never
meet the mandate or only meet it with extraordinarily expensive and
inefficient operations.

On the other hand, larger more urbanized areas may have the capacity to provide a
service at levels beyond those required. Some local governments reported, however, that
mandates sometimes had the effect of limiting local governments from exploring
alternative approaches which would better suit their locality. For example,

The State Board of Elections worked with the Department of Informa-
tion Technology and representatives from various local governments to
design, develop, and implement an automated voter records manage-
ment system. At the time, Fairfax County had already developed their
own automated management system. Once the State system was
implemented, use of the system tailored specifically for Fairfax County
was denied. The State Board of Elections does not authorize use of
programs requested by individual localities. As a resull, the county is

unable to use the advanced capabilities previously developed. However,

according to staff at the Board of Elections, the current system used by
the State is more advanced than any local system previously used. Itis
considered by the Board to be one of the best automated management
systems in the country.

Generally speaking, large, urban localities have larger staffs and a greater level
of expertise to comply with mandates. In addition, they have access to advanced
technology which makes implementation of mandates in some areas relatively simple.
Rural localities, on the other hand, usually have less staff and fewer resources. For
example, Highland County has the smallest population of any county in Virginia. The
county employs a total of 29 staff. Implementation of sanitary landfill requirements have
been a major concern to the local government. As the county reported:

Engineering services do not exist without contracting outside of the
County. The County does not have sufficient staff to monitor landfill
activities. The amount of funds required to comply with State man-
dates does not exist with such a small tax base. The amount of refuse
produced by the small population does not justify the stringent re-
quirements being imposed on the County.

Although mandates are meant to establish uniformity among localities, “blan-
ket” mandates may not be practical in all circumstances. There are mechanisms in place
such as waivers, designed to allow local governments more flexibility in the implemen-
tation of mandates. However, other methods should be considered. These include



allowing localities with high levels of staff and expertise to develop their own programs
while requiring certain outcomes or goals, and giving localities without staff resources
more direction and technical assistance.

Waivers an . es. During interviews with 14 State
agencies, data were oollected on agency polmes for granting waivers and exemptions
from mandates and the extent to which they are granted. Several of the agencies
identified formal procedures to grant waivers, as illustrated by the following examples:

The Department of Education requires that special education teachers

be endorsed in areas corresponding to the disability conditions of
students assigned to their classrooms. The Department allows for
waivers from this requirement “when school divisions have made every
reasonable effort to employ a qualified teacher endorsed in the appro-

priate area.” Of the 785 special education waiver requests in FY 1991,

783 waivers were granted.

Local law enforcement personnel are required to attend a certain
numberof hoursof training within a 12-month period. The Department
of Criminal Justice Services (DCJS) grants waivers in the form of
extensions of time for local law enforcement officers tocomplete required
training. During FY 1991, 111 exemptions or waivers were authorized
by DCJS due to illness, injury, military service, or other extenuating
circumstances.

The large number of waivers or exemptions from mandates may reflect the difficultylocal
governments have in meeting some requirements. It appears, however, that many State
agencies are aware of the need for local flexibility, and where possible some do attempt
to mitigate the effect on local governments through waivers and exemptions.

Over 60 percent of the localities that responded to the local government survey
said that they could identify mandates issued by one agency that they thought were
conflicting or duplicative of mandates issued by other agencies. JLARC staff examined
these mandates to determine the extent to which they were conflicting or overlapping.

Analysis of local concerns revealed that there appears to be some overlap in the
requirements of certain agencies. Clear evidence of conflicting mandates is still being
assessed. Other perceived problems were due to a lack of clear identification of the
respective responsibilities of various State agencies and to a lack of communication
between the State and localities. Recognizing the potential confusion that can arise from
requirements involving similar issues, some State agencies have taken steps to clarify
the distinctions between their requirements.
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Querlapping Mandates. There are some cases where mandates of one agency
overlap with those of another agency. This is a concern for local governments who have
to comply with requirements they consider redundant. In some cases two agencies may
appear to provide identical services. In the area of environmental protection, many of the
functions of State agencies are similar in nature. For example:

Until recently, both the Health Department and the State Water Control
Board performed technical and adminisirative inspections of treat-
ment facilities, The same checklist was utilized by each agency.

Use of the same checklist for two different inspections led to confusion among local
governments as to why two inspections were necessary.

Table 9 lists examples of overlapping responsibilities between agencies in the
area of environmental protection. Some local governments are confused when complying
with mandates that involve the same activity, but are promulgated by different agencies.
For example, two State agencies have initiatives involving stormwater management.

The Department of Conservation and Recreation (DCR) stormwater manage-
ment regulations establish criteria and procedures for the control of precipitation runoff
from land development projects. Every local government that establishes a local
stormwater management program and every State agency that is involved in an activity
which involves soil movement or land development must comply with these regulations.
One purpose of the stormwater regulations is to protect the quality and quantity of State
waters in land development projects. The regulations are designed to control nonpoint
source pollution by establishing technical criteria that must be met by all State agency
and local stormwater management programs.

The Chesapeake Bay Preservation Area Designation and Management regula-
tions, administered by the Chesapeake Bay Local Assistance Department, establish
eriteria which govern the use or development of land in Chesapeake Bay preservation
areas to protect the quality of State waters. All localities in Tidewater Virginia are
required to adopt such development criteria. The purpose of the land use and develop-
ment criteria is to:

. . . prevent a net increase in nonpoint source pollution from new
development, achieve a 10% reduction in nonpoint source pollution
from redevelopment, and achieve a 40% reduction in nonpoint source
pollution from agricultural and silvicultural uses.

Many local governments questioned the need for both sets of regulations, given
their similarity. Realizing the confusion regulations that are similar in nature can cause,
State agencies sometimes issue memoranda of understanding which delineate the
responsibilities of each agency in the administration of the mandate.

Formal Agreements among State Agencies. Some agencies that have joint or

similar responsibilities for regulations issue memoranda of understanding in order to
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Table 9

Overlap in State Agency Responsibilities
Regarding Environmental Protection

Protection of

water quality v v v v v
Groundwater

management V l/ ‘/ I/
Stormwater

management v v v

Protection of
wetlands and

shorelines v v v

Regulation of
wastewater

facilities v I/

Erosion control v l/

Regulation of
nonpoint source

pollution v v

Hazardous
Waste
Management v v

Source: Code of Virginia; Code of Virginia [Administrative Law Appendix 1990-1991; HJR 460
Study submitted by the State Water Control Board to the State Water Commission
June 1991; agency regulations.

consolidate efforts or enumerate responsibilities. For example, as mentioned earlier,
both the State Water Control Board and the Department of Health are involved in the
inspection of sewerage systems and sewage treatment works. The memorandum of
understanding signed by the two agencies is intended to facilitate cooperation between
the agencies and spells out the role each agency plays in the inspection process.
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Similarly, the Department of Conservation and Recreation and the Chesapeake
Bay Local Assistance Department signed an agreement in February 1991, which
addresses each agency’s responsibilities for assisting local governments in the adminis-
tration of Chesapeake Bay Preservation Act regulations. The memorandum of under-
standing states that both agencies agree toidentify areas of program overlap and resolve
conflicts between their regulations. Further, reviews of agency projects will be held in
an attempt to minimize conflicts in program objectives and requirements. VML, VACO,
and the Tidewater localities were notified of this arrangement.

As mentioned earlier, the Department of Labor and Industry has also issued
memoranda of understanding with the Department of Air Pollution Control and the
Department of Commerce regarding asbestos abatement. The purpose of both of these
memorandaisto“achieve a systematic flow of information and documentation pertaining
to the on-site inspections conducted by the Department of Labor and Industry.”

While State agencies appear to recognize the overlap in responsibilities, and
have taken steps to clarify their respective roles, the results are not always communi-
cated to local governments. The agreements are public information and are available
upon request. However, if the agencies do not take steps to inform local governments, the
localities are possibly unaware that the agreement exists.

Beasonableness of Mandates

On the JLARC local government survey, local officials were asked to rate the
extent to which they considered State mandates to be reasonable or unreasonable in
specific mandate areas, An unreasonable mandate was defined as one which (1) required
an inappropriate type or level of service for the locality, (2) was inflexible or restricted
local ability to implement cost-effective alternatives, or (3) was antiquated or no longer
relevant. Atotal of 30 major mandate categories and 46 subcategories were rated by local
governments. Comparisons with 1983 data were made where applicable.

Unreasonable Mandates. No one mandate category was judged to be unreason-
able by a majority of local officials. However, certain functional areas were repeatedly
cited as problematic. They included social services, education, and environmental
protection. In 1983, areas of local concern focused primarily around social services and
education.

Table 10 lists the major mandate areas cited most frequently as unreasonable
by cities and counties. Appendix I contains a complete listing of mandate areas and the
percentage of local governments rating each area as unreasonable.

Three of the major governmental areas listed as unreasonable in Table 10 are
within the area of social services. Social services includes financial assistance to the
needy, social services for the needy, and social services administration. Financial
assistance to the needy and social services for the needy were also considered unreason-
able by a substantial number of local governments in 1983.
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'I‘a!:;le 10

Percentage of Cities and Counties Citing
Mandate Areas as Unreasonable

Governmental Activity 1983 1991
Financial Assistance to the Needy 34% 46%
Special Education 53 45
Social Services Administration NR 43
Social Services for the Needy 31 39
Refuse Disposal 31 37
Storm Water Management NR 35
Refuse Collection 5 27
Wetlands Management NR 20
Wastewater Treatment 24 20
Corrections and Detention 45 19
Elementary and Secondary Education 17 19

Note:  “NR” denates that the mandate area was not rated by city and county officials in 1983,

Source; JLARC staff surveys of cities and counties, 1983 and 1991,

Table 11 lists the major mandate subcategories cited most frequently as
unreasonable by localities. Program requirements within financial assistance to the
needy were considered unreasonable by over 50 percent of all responding localities.
Reporting requirements under social services administration, and service requirements
for social services for the needy were also cited as unreasonable by a substantial
proportion of localities. As the following examples illustrate, local governments reported
that requirements in these areas could be cumbersome, complex, and time consuming.

The number of reports which must be completed is voluminous, and the
types of reports so varied. The locality must maintain separate
accounting systems to meet State as well as local accounting and
reporting requirements.

Local agencies are seriously understaffed, client levels are at historic
highs, and programs keep increasing in complexity and administrative
detail.

The paper work requirements of the social services programs prohibit
the most efficient use of the social workers’ time. If paper work
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Table 11

Percentage of Cities and Counties Citing
Mandate Subcategories as Unreasonable

Subcategory Government Activity 19901
Sanitary Landfill Requirements Refuse Disposal 58%
Program Requirements Financial Assistance to the Needy 52
Recycling Refuse Collection 46
Reporting Requirements Social Services Administration 46
Service Requirements Social Services for the Needy 46
Staff-to-Pupil Ratio Requirements Special Education 46
Eligibility Requirements Financial Assistance to the Needy 44
Personnel Requirements Social Services Administration 43
Staff Certification Requirements Special Education 39
Permit Requirements Wastewater Treatment 33

Source: JLARC staff survey of cities and counties, summer 1991,

requirements were reduced then more time could be spent helping
families resolve their problems. The current system mandatesthat the
paper work be completed in order to receive funding for the programs.

Problems cited in the education area dealt primarily with special education.
Under special education, staff-to-pupil ratio requirements were reported as unreason-
able by almost one-half of all responding localities. Specifically, local governments were
concerned with the lack of local flexibility to provide programming based on the
individual needs of students.

Special Education staff-to-pupil ratio requirements are absolutely
rigid and deny schools the opportunity to provide flexible instructional
programming based upon a child’s needs on a case by case basis. The
state regulations assume all handicapped children fit the same fixed
instructional mold.

While waivers granted by the State indicate that the requirements are not “absolutely
rigid,” the perception of inflexibility nonetheless exists for numerous localities.

Five of the governmental areas listed as unreasonable relate to environmental
protection. Three of the five areas were also rated by local government officials in 1983.
They include refuse disposal, refuse collection, and wastewater treatment. Discontent
among localities increased somewhat in the area of refuse disposal since 1983. Within
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this area, 58 percent of the responding localities said that sanitary landfill requirements
were unreasonable. This is most likely due to the adoption of new sanitary landfill
regulations in 1988. According to one local government:

The requirement for municipal solid waste landfills to have double
liners (the same as hazardous waste landfills) is unreasonable for
localities. The cost to implement the double liner requirement will
double the present cost of landfilling. Dry cell development has not
shown any excessive leachate at landfills. Products now available
have not proven to be puncture resistant and soil ion exchange should
be taken into consideration. Also, landfill design should be flexible to
accommodate location and geology.

Over five times as many local government officials felt that mandatesin the area
of refuse collection were unreasonable in 1991 compared to 1983. Forty-six percent of the
localities felt that recycling mandates, instituted in 1989, were unreasonable. As one
locality noted:

The State’s mandate that localities recycle 10% by 1991, 15% by 1993
and 25% by 1995 is unreasonable in that it does not allow enough time
for a recycling program to gear up and become established . . . .
Recycling mandates are justified but with no assistance from the State,
they have caused significant financial burdens on localities.

Many local governments stated that requirements in this area are too stringent and
costly:

Although the intent of State recycling mandates is recognized, it has
resulted in significant financial burden to localities. Lacking markets
for recyclable material, local governments are bearing the burden. ...

Local governments were generally more concerned with newer mandates such as
recycling, because start-up costs are often quite high.

Only 19 percent of local governments cited mandates in the area of corrections
and detention as unreasonable in 1991, as compared to 45 percent in 1983. One reason
for this could be the 1989 State provision which increased the maximum reimbursement
amounts for local jails by 50 percent, and provided monetary incentives promoting
regional jails. In addition, State financial support for personnel costs in sheriffs’ offices
and regional jails has increased substantially since 1985. The number of staff positions
in sheriffs’ offices funded by the State to operate local jails has also increased.

Reasonable Mandates, Table 12 lists the five governmental areas which local
officials rated as having the most reasonable mandates. The majority of local govern-
ments that responded to the survey reported that mandates in the area of public libraries
were reasonable. This may be due to the relatively low number of State and federal

61



Table 12

Percentage of Cities and Counties
Citing Mandates as Reasonable

Governmental Activity Reasonable
Public Libraries 60%
Inspections 52
Planning and Community Development 47
Elections 46
Voter Registration 46

Source: JLARC staff survey of cities and counties, summer 1991.

mandates in this area. Localities also repeatedly cited mandates involving inspections
as well administered. Regarding building code enforcement, one local official wrote:

Codes are clear cut — good communication between Federal, State and
local government. People know what is expected of them and building
inspector knows what is expected of him. State provides for inspector,
paid by the County. Excellent cooperation between all levels of
government and the public. . ..

The majority of the mandates in the area of planning and community development are
conditions of aid or regulations of optional activities, which may partially account for its
favorablerating. Generally, it appeared that areas with fewer mandates were rated more
favorably.

ESTIMATING THE COST OF LEGISLATIVE MANDATES

In order to provide legislators with information about the potential cost of
mandates, a process to provide estimates of the potential fiscal impact of proposed
legislative mandated services on localities was established in Virginia. The Commission
on Local Government (COLGQG) is currently the agency responsible for preparing cost
estimates of proposed legislation affecting local governments. However, the COLG has
other responsibilities in addition to preparing local fiscal impact estimates. These duties
include, among others, reviewing local government boundary changes, mediatinginterlocal
issues, analyzing local fiscal conditions, and providing staff assistance to the Virginia
Advisory Commission on Intergovernmental Relations.

There are constraints inherent in any legislative cost estimating process. For
example, the Legislature may propose a mandate pursuant toregulations tobe developed
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by a State agency. The cost of the mandate would be largely dependent on the specific
contents of the agency regulations rather than the bill’s provisions. Another constraint
is the relatively short time period of Virginia’s legislative session. There simply is not
much time to prepare cost estimates of some legislation.

Given these constraints, the COLG’s fiscal notes appear to be well developed
and presented in an appropriate manner. However, other problems, many out of the
direct control of the COLG, negatively affect the cost-estimating process and its ability
to provide the legislature with timely data concerning the potential impact on local
governments of proposed legislative mandates. The current cost-estimating process does
not.

 provide cost estimates to the legislature in as timely a manner as desirable,
and

* identify all bills with a potential fiscal impact on local governments due to
statutory constraints.

There are two primary options available to enhance the effectiveness of the
current process. First, the process could be modified to ensure fiscal notes are completed
in time for use by legislative committees reviewing the proposed legislation. Second,
criteria for selecting proposed legislation could be expanded to ensure legislation with a
negative fiscal impact on local governments is appropriately identified.

0 . f the Cost Estimating P

In 1980, the General Assembly established a process in §30-19.03 of the Code of
Virginia whereby proposed legislation that requires one or more local governments to
render a new service or expand existing services, including the furnishing of capital
facilities for State or State-related facilities, would be subject to a fiscal impact estimate.
The COLG was given responsibility for preparing fiscal impact estimates of proposed
legislation identified by the Division of Legislative Services (DLS). The COLG prepared
six fiscal impact estimates during the 1991 General Assembly Session,

There are a number of participants in the process in addition to the COLG.
These participants include DLS, the Virginia Municipal League (VML), and the Virginia
Association of Counties (VACO) as well as a number of local governments. In early
October, VML and VACO are each asked by the COLG to designate 30 localities to assist
the COLG in preparing cost estimates during the upcoming General Assembly Session.
DLS is responsible for identifying legislation meeting the criteria established in §30-
19.03 of the Code of Virginia.

Once the COLG has been notified by DLS that there is legislation requiring a
cost estimate, the COLG mails copies of the introduced legislation to each of the 60
localities selected by the associations. Localities are asked to respond within 48 hours
by telephone facsimile with an analysis of the proposed legislation’s estimated fiscal
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impact to their locality. COLG also asks applicable State agencies to provide data on the
impact to local governments of the proposed legislation.

In addition, during the General Assembly Session, staff from the COLG attend
weekly VML and VACO meetings where completed fiscal impact statements are posted
and a status report of legislation undergoing a fiscal impact analysis is provided.
Further, the COLG requests that VML and VACO invite all their member localities to
comment on the bills’ fiscal impact. These actions are taken to ensure that local
governments not formally contacted by COLG for a cost estimate are aware of legislation
requiring a fiscal impact analysis and can provide input to the COLG. COLG then
evaluates and compiles the responses and distributes the findings to the Clerk of the
House of Delegates, the Speaker of the House, VML, VACO, and DLS.

The value of fiscal impact statements is reduced if the committees initially
considering the bills are unable to review them before voting on the legislation. The
COLG’s written policy requires completion of the statements within seven days of receipt
of notification from DLS. While some states have policies that require completion of cost
estimates in a prescribed time period, other states use the schedule of the committee with
jurisdiction over the bill as a deadline for completion of the cost estimate. Toenhance the
COLG’s ability to complete the estimates in sufficient time for committee review, the
COLG should be notified sooner that legislation has been introduced requiring a fiscal
note,

Cost Estimates Should Meet Committee Schedules, Because scrutiny and

debate over proposed legislation is often more intense in committee, it is important that
cost-related information be available to all participants at this stage of the legislative
process. Of the six bills for which the COLG completed an estimate in 1991, only two were
completed in sufficient time for review by the applicable legislative committee.

The U.S. General Accounting Office (GAQ), in a recent study of the federal
government’s cost estimating process, found that the majority of states with cost
estimating responsibilities prepared estimates before the full legislative committee
voted on the bills. Most state legislatures, however, have significantly longer legislative
sessions than does Virginia. GAO alsonoted that in these states the estimates were “used
to a greater extent than when prepared later...and were considered to be timely and
influential.” The Department of Planning and Budget (DPB), while allowing a fixed
number of days for completion of its cost estimates, also informs its analysts that:

the due date should be adjusted if a bill has been docketed before the
scheduled due date so that the [impact statement] will be available to
the committee when they consider the bill.

The current goal of completing estimates within seven days appears reasonable,
given the short length of Virginia’s Legislative Session. However, completion of cost
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estimates before full legislative committee review of the proposed legislation should be
adopted by the COLG as the primary goal.

ost Estimating Process Could Be Initiated Sooner. In ordertoensure that fiscal
notes are completed in time to meet committee schedules, initiation of the cost estimating
process should begin as soon as possible. DLS is responsible for selecting and notifying
the COLG that legislation warrants a fiscal impact analysis. According to both DLS and
COLG staff, initial contact with the COLG regarding a bill that requires a cost estimate
is often by telephone. Even in cases where the notification is by telephone, a formal letter
follows.

According to provisions developed by the COLG and distributed to all partici-
pants in the process, “DLS will notify this agency by telephone of bills being referred as
soon as such are identified.” These procedures do not identify a deadline for referring
initial legislation. Yet in its own procedures addressing the development of fiscal notes,
the COLG states that “the DLS shall refer such legislation to the Commission no later
than the day following the day of introduction . ...”

However, there has been a gap between bill introduction and initiation of the cost-
estimating process. For legislation introduced in the 1991 General Assembly Session
requiring a COLG fiscal analysis, more than five days elapsed on average between bill
introduction and notification of the COLG (Table 13). According to DLS staff, this gap
between introduction of the bill and notification of the COLG can occur for a number of
reasons. First, most bills are introduced in a short period of time early in the Session, which
requires staff to review a large number of bills at one time., Second, there may be delays due
to the preliminary evaluation of bills by the COLG at the request of DLS.

Table 13

Initiation of the COLG Legislative Cost
Estimating Process

Date DILS  Date COLG  Date COLG Date

Date Bill Referred Received Initiated Estimate
SB 548 January 10 January 16 January 16 January 16 January 23
SB 565 January 10 January 19 January22  January22 January 31
HB 1442 January 17 January 19 January 22  January 22  February 1
HB 1495 January 18 January 19 January22  January22  January 30
HB 1680 January22 January25 January29 January29 February 19
HB 1827 January 22 January25 January25  January25  February 1
Source:  Commission on Local Government and Division of Legislative Services.
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Finally, three of the six bills referred to the COLG during the 1991 Session were referred
on a Saturday, which led to the COLG receiving the notification on the next Tuesday.

The preliminary evaluation procedure developed by DLS and the COLG was
adopted in the late 1980s to assist in determining definitively which bills had a fiscal
impact on local governments. In cases where a preliminary review is used, legislation for
which DLS cannot conclusively determine whether there is a local fiscal impact is
forwarded to the COLG for their opinion. If the COLG determines that the bill does
qualify for a fiscal impact analysis, DLS then formally refers the bill to the COLG. Four
of the six bills receiving a fiscal impact analysis were identified through this preliminary
evaluation procedure.

Other delays can be partially attributed to the fact the DLS decision to refer was
made on a Saturday. Three bills, SB 565, HB 1442, and HB 1495, were all referred to the
COLG on a Saturday. In addition, the following Monday, January 21, was a State and
federal holiday. Since there was no U.S. mail pick-up or State inter-agency mail delivery
on the holiday, COLG was unable to initiate the process until January 22. For SB 565,
some of the delay appears to be the result of the bill being referred to the COLG by DLS
at the request of the Virginia Municipal League.

Because legislative deadlines are so short, it is important that a bill requiring
a fiscal impact analysis be referred as quickly as possible to the COLG. To the extent
possible, all participants in the process should attempt to meet the stated goal of referral
to the COLG within one day of the bill’s introduction. If situations arise where referral
has occurred before the bill is commercially printed, the COLG should use bills printed
from the legislative bill status system to expedite the initiation of the cost-estimating
process. In addition, in cases of a State holiday, the COLG should initiate contact with
DLS to determine whether bills have been referred, and thus lessen reliance on inter-
agency mail.

Bill Selection Criteria Should Be Modified

Section 30-19.03 of the Code of Virginia specifies the criteria a bill must meet
in order to be subject to a COLG cost estimate. The Code of Virginia requires DLS to
notify the COLG of any legislation mandating localities to either render a new service or
to expand any existing service, including the furnishing of capital facilities for State
activities or State-related activities, Under current guidelines, a bill does not qualify for
a fiscal impact assessment if it provides permissive or optional authority or affects taxes
or other locally-generated revenue sources. There is a great deal of concern from local
governments that bills not meeting the current criteria do impose a fiscal impact on local
governments,

While it is reasonable to expect no cost estimate for proposed legislation with
permissive language, legislation reducing a locality’s revenue can have an impact
comparable to a mandate that requires a locality to expend additional revenue. Legis-
lation reducing a locality’s ability to raise revenue reduces its ability to provide locally-
initiated services. For example, legislation introduced during the 1991 Session proposed
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restricting the taxable tangible personal property of a business to property subject to
depreciation for federal income tax purposes. This had the potential to reduce locally-
generated revenues. For example:

The Department of Taxation noted that this bill would “result in some
increase in administrative costs and some loss of revenue for localities.
Reductions in revenue may be substantial for some localities.”

* * *

One locality reported that, had this legislation passed, the estimated
revenue loss (fiscal impact) to the local treasury would have been
$632,000 per year.

As a result, localities would have had to reduce services or increase taxes to account for
the decreased revenues.

According tothe GAO, 80 percent of all states with cost estimating units prepare
cost estimates for local tax or revenue-related mandates. The GAO found that excluding
these types of mandates from the cost estimating process “ignore[s] substantial costs
passed on to local governments.” In addition, completing cost estimates on these types
of mandates provides legislators with a “more complete picture of the potential mandate
burden imposed.”

Because of the potentially significant impact of revenue-related bills on local
governments, fiscal impact statements should be prepared for these bills. However, not
all revenue-related bills would likely have a mgjor fiscal impact across localities. For
example, a number of bills are introduced each year in accordance with the provisions of
§58.1-3610 through §58.1-3621 of the Code of Virginia which exempt certain property
from taxation.

These bills typically exempt one entity from a locality’s property tax for religious
or charitable purposes. Examination of all such bills would hinder the process and reduce
COLG staff time available to prepare fiscal impact statements for those bills having
major fiscal impacts on localities statewide. Therefore, bills of this type should not be
required to have a COLG fiscal impact estimate.

67



68



Chapter IV: State Assistance to
Local Governments

Virginia’s local governments are dependent upon the State to fund its aid
commitments. Asnotedin Chapter 11, reductions in State aid tolocal governments which
were precipitated by the State’s revenue shortfall have in part contributed to increasing
financial pressures atthe locallevel. Long-term declines in the level or share of State and
federal financial assistance to local governments, over time, can also negatively impact
local governments’ ability to provide services.

Some troublesome trends were observed during this review. The 1985 JLARC
fiscal stress report found that the State’s share of total local revenues had increased to
32 percent, allowing the local share to remain stable despite continuing reductions in
federal funding. In FY 1990, the State continued to maintain its share of local funding
at 32 percent. However, while the State share has been maintained, local governments
have increased the locally-raised share of revenues from 60 percent to almost 63 percent.
This increase reflects, in part, local efforts to mitigate the effect of a declining share of
federal revenue,

Although State financial assistance has remained a stable portion of local
budgets, localities are having to raise additional revenues to provide desired or required
levels of services. Imposing additional State and federal mandates without adequate
levels of funding increases the likelihood localities will have to raise additional revenues
or forgo local option services in order to implement the mandates. State financial
assistance should be an integral part of any decision to either mandate or regulate
activities at the local government level.

LOCAL GOVERNMENT EXPENDITURES

Although most local governments provide a wide array of services and facilities,
the budgets of local governments are dominated by five functions: education, public
safety, public works, capital outlay and debt services, and health and welfare. Cities and
counties continue to devote varying proportions of their budget for each of the identified
functional areas of government. Still, the relative importance of each functional area in
relation to total local expenditures has remained constant since FY 1985.

For both cities and counties, education was the primary recipient of local

government funding. In FY 1990, education accounted for more than 52 percent of all
local expenditures. However, counties spent a significantly higher proportion of their
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budget on the education activity (Figure 14). This may be due to the fact that for many
counties, education is the principal public service provided.

Cities, however, continued to spend substantially more for public safety and
public works. City budgets reflected these higher expenditures by showing larger
proportions of total spending in these categories. Many of these differences can be
attributed to the service needs of densely populated areas. Demands for urban services
include additional law enforcement protection, more extensive road networks, and sewer
and water services.

In 1983, JLARC determined that cities provided a larger proportion of spending
for health and welfare activities than did counties. In FY 1990, however, cities and
counties provided about the same proportion of spending for the health and welfare
function. This change could be the result of the continuing urbanization of some counties
and the fact that the urban counties could be providing health and welfare services
similar to those traditionally provided in cities.

Figure 14
City and County Expenditures, FY 1990
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Local G  E 1 Since FY 1985

Expenditures for elementary and secondary education continue to dominate
local government spending (Figure 15). The relative importance of each functional area
in relation to total local expenditures has remained fairly constant since FY 1985.
However, there have been some changes in the proportion spent on each functional area.
For example, spending for elementary and secondary education as a proportion of total
expenditures decreased slightly since FY 1985. In FY 1985, local governments directed
about 54 percent of their total expenditures to elementary and secondary education. In
FY 1990, this percentage decreased to 52 percent.

Other changes in the proportion spent on each functional area were also noted.
For example, the proportion of funds spent on health and welfare increased slightly since
FY 1985. In addition, the proportion of funds spent on capital outlay and debt also
increased slightly. Other functional areas, however, have seen relatively little change in
expenditures as a proportion of total local expenditures since FY 1985.

Figure 15
Local Government Expenditures
by Functional Area
FY 1985 and FY 1990
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TYPES OF STATE ASSISTANCE

Virginia devotes a major portion of its annual budget to providing aid to
localities. The majority of this aid is in the form of financial assistance to local
governments. In FY 1990, Virginia provided more than $3.4 billion in financial
assistance to local governments — a 110 percent increase from FY 1982,

In addition to financial assistance, the State also provides direct assistance to
local governments. In FY 1990, the State provided more than $1.2 billion in direct
assistance to local governments. Examples of direct assistance are the road construction
and maintenance program and funding for local health departments. Some State
agencies also provide technical assistance to local governments.

State Fi ial Assist to Local G :

State financial aid to local governments accounts for the largest portion of State
assistance to localities. Growth in State financial aid from FY 1982 to F'Y 1990 was 110
percent, about 2.5 times the rate of inflation for government goods and services, Since
1985, both revisions to existing programs and the implementation of new programs have
in part added to the State’s continuing commitment to providing aid to localities.
Revising and implementing new programs add to the State’s obligation to fund existing
aid programs. Yet local governments have continuing concerns over the adequacy of
State aid for specific programs.

in al AL 990, InFY 1982, the State distributed more
than $1.6 bllhon in State and federai ﬁnanc1al aid to local governments. In FY 1990, over
$3.4 billion was distributed by the State to local governments (Table 14). Of this amount,
about $3 billion was State funding and about $430 million was federal funding. According
to estimates provided by the Department of Accounts, the total amount of financial
assistance in FY 1991 distributed to local governments is about $3.6 billion.

As in 1982, State financial aid is concentrated in five agencies — the Depart-
ment of Education, the State Compensation Board, the Department of Social Services,
the Virginia Department of Transportation, and the Department of Mental Health,
Mental Retardation, and Substance Abuse Services. In total dollars, the funding
distributed by the Department of Education accounted for more than 68 percent of the
aid disbursed to localities in FY 1990.

A review of the percentage increase in total funding distributed by State
agencies shows that local governments and community services boards receiving aid
through the Department of Mental Health, Mental Retardation and Substance Abuse
Services witnessed the largest increase. Next were programs receiving aid through the
State Compensation Board, such as funding for sheriffs and Commonwealth’s attorneys
offices.
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Table 14

Financial Assistance Distributed
to Local Governments
FY 1982 and FY 1990
(dollars in millions)

FY 1582 FY 1990 Percent
Agency Disbursed Disbursed Increase
Department of Education $1,152.4 $2,343.5 103%
State Compensation Board 96.4 264.5 174
Department of Social Services 149.7 228.1 52
Virginia Department of Transportation 76.2 1854 143
Department of Mental Health,
Mental Retardation, and
Substance Abuse Services 45.8 153.5 235
Other State Agencies 122.2 272.0 123
Total $1,642.7 $3,447.0 110%

Source: Department of Accounts, June 1991 and State Mandates on Local Governments and Local
Financial Resources, JLARC, 1983.

All of the programs highlighted in Table 14 saw growth in State aid to local
governments greater than the rate of inflation for government goods and services for the
FY 1982 through FY 1930 period. However, growth in funding distributed by the
Department of Education (103 percent) and the Department of Social Services (52
percent) was below the statewide average growth of 110 percent for total financial aid to
local governments.

New State Financial Aid Programs. A number of new programs have been

initiated since 1985. Many are in the areas of law enforcement and the environment.
New programs which have provided funding for the law enforcement community’s effort
in the control of illegal drugs include the local anti-drug task force program and the drug
enforcement assistance program, These programs are administered by the Department
of Criminal Justice Services.

New programs in the environmental area provide local governments funding for
coastal management, underground petroleum tank removal, and local implementation
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of the Chesapeake Bay Preservation Act. Another new program that has the potential
to increase the level of aid provided localities is the distribution of the recordation tax.
This program was established by the 1990 General Assembly, but funding has been
withheld due to the reduction in State general fund revenues. It is estimated that, had
the program been implemented, funding for the 1990-1992 biennium would have been
about $60 million.

i A 3. Revisions to existing State aid
programs since 1985 have been numerous. Based in part on recommendations made in
related JLARC reports, programs distributing the bulk of State aid — elementary and
secondary education, local health departments, and city and county street maintenance
— have all been reviewed and revised since FY 1985. In most cases, the increase in
funding to local governments has been significant. For example, revisions to the
educational Standards of Quality recommended by JLARC resulted in the provision of
more than $490 million in additional education funds. In addition, primarily as a result
of revisions to the city street maintenance funding program, State aid tolocalities for that
program increased more than $23.5 million, or 30 percent, from FY 1985 to FY 1986.

Other program revisions could also result in a significant financial commitment
by the State. For example, State reimbursement levels for the construction of local jails
have been increased three times since FY 1981. The most recent revision removed the
cap on the maximum amount of funding the State will provide for the construction of a
regional jail that has three or more participating localities.

This incentive was provided in part to influence localities with older and smaller
jails, which are very expensive to maintain and operate, to consolidate into larger, more
efficient jail facilities. Still, this enhanced funding incentive has resulted in a potential
$253 million future funding obligation for the State. This figure, developed by the Joint
Subcommittee on State Support for Jail Construction, is based on estimates of approved,
planned, and proposed jail construction projects.

: n : e Aid. The JLARC staff
survey of' local governments asked local ofﬁmals te rate the adequacy of State financial

aid in implementing mandates in a number of program areas. As in 1983, the results
indicate that local officials believe funding is inadequate for a majority of the program
areas.

Some of the responses to this question show similarity to the responses to the
1983 JLARC staff survey of local governments. For example, in 1983 funding for special
education was rated as inadequate by almost 82 percent of the respondents, and funding
for elementary and secondary education was rated inadequate by 86 percent of the
respondents, In 1991, State aid for these programs was rated inadequate to implement
mandates by 77 and 76 percent, respectively (Table 15).

In addition, some new governmental areas have been highlighted by local

officials as having insufficient financial aid to implement mandates. Funding for refuse
disposal was rated inadequate by more local government officials - 87 percent — than
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Table 15

Percentage of Cities and Counties Citing
State Financial Aid as Inadequate

1991
Area Statewide
Refuse Disposal 87%
Special Education 77
Elementary and Secondary Education 76
Social Services Administration 74
Social Services to the Needy 72
Wetlands Management 69
Storm Water Management 68
Law Enforcement 67
Financial Assistance to the Needy 65
Corrections 65

Source: JLARC staff survey of cities and counties, summer 1991.

any other area. In fact, of the ten program areas most frequently cited as having
inadequate State financial assistance, three were in the environmental area.

There are also some aid programs that local governments rated more favorably
in 1991 as compared to 1983. In 1983, 75 percent of local government officials rated
funding for street maintenance asinadequate. In 1991, only 58 percent rated the funding
as inadequate.

State Direct Services to Local G I

Direct services are services provided to local clients or local governments by
State agencies. These services are often described as expenditures on behalf of local
governments, since there is no transfer of funds to local treasuries. Direct services do,
however, constitute a major benefit to local governments. Direct services free local
financial resources which otherwise might have to be expended in providing these
services.

Data that enable a complete accounting of the value of direct services are not
available. However, examples of major services provided to local governments and their
citizens are provided in Table 16. Two State agencies — the Virginia Department of
Transportation (VDOT) and the Department of Social Services (DSS) — provided the
majority of direct services to local governments. In FY 1990, these two agencies expended
more than $1.1 billion in providing direct services.
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Table 16

Major Direct Services to Localities
FY 1982 and FY 1990
(dollars in millions)

FY 1982 FY 1990 Percent
Estimated Estimated Increase
Program Yalue Yalue {Decrease)
Construction of Non-Interstate Roads $150.9 $544.1 260%
Maintenance of Non-Interstate Roads 182.7 375.1 105
State Administration of ADC/Fuel
Payments 235.4 200.2 (15)
Funding of Local Health Departments 32.6 71.5 138
Funding of the State and L.ocal
Hospitalization Program 5.6 11.2 100

Source:  State Mandates on Local Governments and Local Financial Resources, JLARC, 1983;
Virginia Department of Transportation; Department of Social Services; Department of
Health; Funding the State and Local Hospitalization Program, JLARC, 1987; and
Directory of Local Government Assistance, Commission on Local Government, 1990,

VDOT’s expenditures were for the construction and maintenance of non-
interstate roads, streets, and bridges. During this period, expenditures for these
programs grew at a robust rate. The growth rate for both programs was more than 175
percent. During this time period, the funding distribution methods were reviewed and
modified. In addition, a major trangportation initiative was passed by the General
Assembly in 1986 that generated substantial additional revenue for State road construc-
tion.

Direct services are not typically considered when discussing State aid to local
governments. Still, as evidenced by the level of State expenditures, these services are of
significant benefit to local governments. State provision of these direct services helps
ensure State priorities are met while leaving local funds free for other local priorities.

Technical information, advice, or training provided to local governments is

another form of State assistance to local governments. Many local governments request
technical assistance from State agencies in an attempt to meet mandated requirements.
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Technical assistance is particularly valuable to smaller localities which often lack large
or specialized staffs or the expertise to comply with certain mandates.

Most State agencies have a formal procedure for information-sharing and
advice-giving, and all provide information to local officials on an informal basis.
However, local governments voiced concerns with the adequacy and timeliness of some
of the assistance.

Provision of State Technical Assistgnce. On the JLARC staff survey of State
agencies, agencies and institutions were asked to list the types of technical assistance

they provided to assist local governments in meeting mandated requirements. Fifty-
three percent of the agencies surveyed said they provided technical assistance to local
governments. Most of the agencies which administer mandates to local governments
reported providing technical assistance.

The type of technical assistance listed most often in survey responses was
training. Thirty-two of the responding agencies and institutions listed the availability
of some sort of training program. A training program regarded very highly by local
governments was training for building officials and inspectors provided by the Depart-
ment of Housing and Community Development (DHCD). As one locality noted:

The Division of Building Regulation, Department of Housing and
Community Development, provides excellent {raining sessions, both
for entry level inspectors and for continuing education of trained
inspectors. The provision of this training is of great benefit to
localities, particular smaller localities that do not have individual
resources to train their own personnel.

The training is provided through the Uniform Statewide Building Code Academy and is
funded in part from building permit fees collected by local governments.

In addition to training, most agencies reported providing advice to and consul-
tations with local governments. Agencies reported that requests for general information
can usually be handled by telephone. However, more complicated requests involve
formal meetings.

E1ghty~mne percent of the oﬁimals respondmg to the local govemment survey reported
that they requested technical assistance from at least one State agency in FY 1991.
Overall, localities stated that the State technical assistance they received was both
adequate and timely. DHCD was rated the most favorably by local officials (Table 17).
However, some agencies which primarily play a regulatory role were rated less favorably.

As Table 17 indicates, three of the agencies identified most frequently as
providing inadequate and untimely technical assistance were in the area of environmen-
tal protection. Local government officials were most dissatisfied with technical assis-
tance received from the Department of Waste Management (DWM). Many localities
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Table 17

Local Assessments of State Technical Assistance
Department of Housing and Community Development | 99% 1% | 99% 1%
Department of Criminal Justice Services 97 3 91 9
Department of Conservation and Recreation 96 4 96 4
Council on the Environment 96 4 92 8
Department of Transportation 96 4 85 15
Department of Education 92 8 92 8
Department of Mental Health, Mental Retardation, 82 18 81 19
and Substance Abuse Services
Department of Air Pollution Control 82 18 79 21
Department of Health 82 18 77 23
Department of Corrections 78 22 79 21
Department of Social Services 70 30 57 43
State Water Control Board 62 38 57 43
Chesapeake Bay Local Assistance Department 57 43 59 41
Department of Waste Management 51 49 36 64
Source: JLARC staff survey of cities and counties, summer 1991.

reported that DWM is understaffed and unable to respond to questions. In addition, they
have expressed frustration over the timeliness of the review and approval of landfill
permits and assistance in meeting recycling requirements, as the following examples
illustrate:
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[DWM is] understaffed; unable to review, unable to answer questions.
State budget cuts have rendered DWM unable to process material
required for submission under their regulations. It is extremely
frustrating to be forced to meet unreasonable deadlines with submis-
sions while having no realistic hope of having those submissions
reviewed in any particular amount of time.

* *® *

When asked what method(s) could be used to estimate commercial
waste, we were told by the DWM to come up with a method and they
would tell us if it was acceptable. The planning assistance program
provided by DWM gave no guidelines on how to prepare such esti-
mates. This was a key piece of data which most small jurisdictions had
no experience with yet the State could provide no help.

A new director of the DWM was named in August 1991, after the position had
been vacant for five months. In an interview with JLLARC staff, the director acknowl-
edged that problems exist within the agency, and they are working toward improving
agency policies and programs. Currently the departmentis dealing with the enforcement
of many new complicated regulations and is backlogged in processing permits.

However, in 1990 DWM did conduct 22 two-day workshops on solid waste
management planning — one within each regional planning district. During the
workshops, the statutory and regulatory aspects of recycling and waste management
planning were discussed as well as programmatic information for recycling operations.
Based on the sign-in sheets provided at each meeting, representatives of 54 cities and
counties attended these workshops. DWM has also prepared several solid waste
management and recycling manuals for distribution to local governments and other
affected parties, All 327 cities, counties, and towns were notified of and invited to attend
the workshops. Further, all localities received solid waste management-related docu-
ments and manuals in advance of the workshops.

Although the Chesapeake Bay Local Assistance Department (CBLAD) lists as
one of its principal responsibilities to “provide technical assistance tolocal governments,”
some localities reported that they have received limited assistance in implementing the
Chesapeake Bay preservation requirements. Localities commented that the guidance
they have received is confusing and sometimes contradictory, and staff response to local
ingquiries is generally untimely.

Providing guidance to localities on program implementation has been
slow and sometimes confusing. Thisis due, in large part, toimplemen-
tation of a new State mandate and the staff’s inability to provide
consistent direction and guidance. It is anticipated that this situation
will improve as the agency matures.

* * *
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The problem with generally untimely and inadequate technical assis-
tance is attributed to inadequate staffing of the State agency and
unrealistic deadlines for local implementation.

CBLAD staff reported that they provide several types of technical assistance to
help ensure local governments are able to adequately implement the Chesapeake Bay
preservation requirements. To help address localities’ unique needs, the department
reported it groups localities by geographic region and assigns a staffliaison toeach group.
In addition, the department provides a “Local Assistance Manual” to all Tidewater local
governments to assist them in the designation and management of preservation areas.
The 386-page manual includes, among other information, guidance on mapping natural
resources, implementing the performance criteria, and designing a comprehensive plan
which protects water quality. Further, CBLAD staff noted that they initiate written
contact with VML, VACO, and the Tidewater localities to inform them of new develop-
ments and other relevant matters.

Regarding the State Water Control Board (SWCB), many local governments
commented that the agency is not providing the guidance and assistance localities need
to meet various permit requirements. Part of the problem may be due to different
perceptions of the role of the agency. In responding to the JLARC staff survey of State
agencies, the SWCB reported that “{the board] is a regulatory agency and therefore does
not provide technical assistance to local governments.” However, it is clear from local
government comments that localities expect technical assistance to be a function of the
agency. This expectation is supported by the 1990-1992 executive budget document,
which lists technical assistance as part of the agency’s responsibilities.

Local officials also commented on the SWCB permit process, stating that there
is a very long review time for permit applications. According to one locality:

The permitting process is not working. Response times for Virginia
Water Control Board VPDES permit issuance can take 2 to 3 years.
Communication from [SWCB] during the permit development period
is minimal and, consequently, permit requirements are a surprise to
the municipality.

In response to local concerns about the permit timetable, the SWCB stated that
delays in their permitting process are ofien due to incomplete applications. According to
SWCB staff the permit process does not begin until the local government application is
complete. SWCB staff reported that they receive many applications from local govern-
ments that have not been signed or are missing information, Forms are often passed back
and forth between the locality and SWCB until the application is complete. SWCB noted
that these actions can delay the process by several months. Although the agency informs
the locality of the nature of the problem before the survey is returned for completion, the
agency does not tell them how to go about getting that information. No assistance is
provided in completing the application.
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On the local government survey, officials were also asked to identify any types
of technical assistance that were needed but not currently provided by the State. In many
cases, local governments listed assistance that State agencies reported they already
provide. For example:

One locality responded that the State should provide assistance in
finding markets for recyclable materials and attracting recycling
facilities to localities. However, the DWM reported that one staff
position is devoted solely to the development of recycling markets in
Virginia. The department also issues a quarterly newsletter to all
localities entitled “Recycling Markets Update.” This newsletterinforms
local governments of marketplace activities, including the current
prices for various recyclable products. Further, the department main-
tains a database of recycling companies operating throughout the State.

Similarly, there was concern among a few localities that adequate training
programs for local social services employees were lacking.

One locality reported that they needed training for eligibility and
service staff. The local official stated that “training is not provided by
the State and State dollars are insufficient to purchase outside train-
ing.” The Department of Social Services (DSS) reported, however, that
multiple training courses are provided through their Divisions of
Benefits Programs, Service Programs Management, Human Resource
Management, Financial Management, and Information Systems. In
some cases, training is provided on a quarterly basis. Other training is
provided by request.

Local comments regarding the lack of technical assistance programs suggest a
communication problem between the two levels of government. Some State agencies
reported that they do not publicize the technical assistance they provide. They simply
respond to requests as they are received. On the other hand, some agencies actively seek
out opportunities to provide assistance. For example, the Department of Education
(DOE) provides weekly memos to all local school divisions, informing them of technical
assistance that is available. DOE receives daily requests for technical assistance. Few
localities identified the DOE’s assistance as inadequate.

As mandates become more technical and complex, there is an increasing need
for State technical assistance to ensure local government compliance with mandates.
Based on the comments of local governments and agencies, it is apparent that additional
two-way communication is necessary. Agencies need to inform local governments of the
technical assistance available. Reciprocally, local governments should inform agencies
of their technical assistance needs. This increased communication will help ensure that
the technical assistance provided by State agencies is indeed the technical assistance
required by local governments.
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A closer examination of the FY 1985 through FY 1990 period shows that as a
percentage of total local revenues, locally-generated revenues increased from 60.6
percent to 62.7 percent. State aid accounted for 31.7 percent of local revenuesin ¥Y 1985
and 32.1 percent in FY 1990. At the same time, federal revenue as a percentage of total
local revenues decreased from 7.7 percent in FY 1985 to 5.2 percent in FY 1990.

Clearly, the declining share of federal revenue has had a large impact on the
growth of local revenues as a percentage of total local revenues. Federal financial aid,
as a percentage of total local revenue, has dramatically decreased since FY 1978, InFY
1971, federal aid to local governments comprised about 12 percent of local revenue. This
increased to a high of 16 percent in FY 1973. By FY 1990, federal aid had decreased to
about five percent of local revenues. Federal aid to local governments, in total dollars,
was less in FY 1990 than in FY 1980. In an apparent response to this decrease, local
governments have been funding alarger share of their operations from locally-generated
revenues.

Since FY 1985, State aid has provided a stable source of funding for local
governments. In absolute terms, State aid has increased at almost the same rate as that
for locally-generated revenues. However, because federal financial aid has not increased
at nearly the same rate, local governments have apparently assumed some of the
declining federal share. This trend has masked the State’s continuing commitment to
providing local governments with both a stable and increasing level of financial aid.

Revenue Sources for Urban and Rural Localities. Using combined city and
county data for analysis can mask significant differences between localities. Therefore,
JLARC staff differentiated localities on an urban and rural basis. The basis for
differentiating urban and rural localities was population density. Localities with 300 or
more people per square mile were classified as urban, and those with less than 300 people
per square mile were classified as rural. For this analysis, 47 localities were classified
as urban (including seven counties), and 89 were classified as rural.

Although cities and counties were found to receive roughly the same percentage
of their revenue from the State (32 percent), urban and rural localities showed dramatic
differences in their reliance on State revenue as a percentage of their total local revenues
(Figure 18). Urban localities clearly rely on locally-generated funds for the majority of
their total available revenue. Rural localities, on the other hand, rely on State funds as
much as local funds for most of their revenue. Nonetheless, an overall trend of locally-
raised revenues accounting for a larger percentage of total local revenues is evident.

In FY 1985, rural localities provided almost 45 percent of their total local
revenues. In FY 1990, their share increased to almost 49 percent. Atthe same time, State
aid as a percentage of total local revenues increased to a high of 48 percent and then
decreased to 45 percent in FY 1990. The portion of local revenues comprised of federal
funds declined from 9.5 percent in FY 1985 to six percent in FY 1990. In urban localities,
State aid has been a much more stable portion of local revenues, yet there has been an
increase in locally-generated funds and a decrease in federal funding. Again, in an
apparent response to the federal decrease, local governments have been funding a larger
share of their operations from locally-generated revenues.
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Figure 18

Funding Sources for Urban and Rural Localities
FY 1985 - FY 1990
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Note: "Rural” defines localities with population densities of Jess than 300 people per square mile.
"Urban" defines localities with population densities equal to or greater than 300 people per
square mile.

Source: JLARC staff analysis of Auditor Public Accounts data,

DISTRIBUTION OF STATE FINANCIAL ASSISTANCE

Another issue in the area of State aid to localities is the statewide distribution
of that financial aid. Based on analysis of data collected by the Auditor of Public Ac-
counts, the total FY 1990 value of State aid per capita, both financial assistance and
direct services, was about $630. Counties received about 11 percent more on a per-capita
basis — $654 for counties compared to $590 for cities. Some of this discrepancy is likely
attributable to the different manner in which cities and counties are treated for funding
purposes.
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A substantial amount of State aid is distributed using methods that attempt to
address local need or ability to pay. In general, it appears that localities with a lower
ability to pay, as measured by revenue capacity and adjusted gross income, receive more
State financial assistance per capita. However, certain State aid distribution methods
remain a concern {o local officials.

Value of Fi ial Aid to Local G I

In FY 1990, State financial assistance was reported to comprise more than 32
percent of local governments’ revenues. Toobtain a more accurate accounting of the total
financial aid distributed by the State, however, the value of the direct financial assistance
provided by the State should be included. Asindicated earlier, direct financial assistance
includes ADC payments, funding of local health departments, and the construction and
maintenance of many non-interstate roads.

The results of including the value of the State’s direct financial assistance show
that counties receive higher per-capita benefifs from the State than cities (Table 18). In
FY 1990, counties received $654 per person from the State, while cities received about
$590 per person. However, the different proportions that comprise State financial aid
and direct services for cities and counties is striking. On a per-capita basis, cities receive
about 12 percent more direct financial aid than counties. Counties, on the other hand,
receive about 136 percent more in the value of direct services than cities.

Much of this difference can be accounted for by the method of distributing
funding for non-interstate highway maintenance. Cities are responsible for their own
secondary street maintenance and receive State financial aid to help with this responsi-
bility. For all counties except Arlington and Henrico, the State directly provides and pays
for the maintenance. Other programs also vary distribution of State financial assistance
for cities and counties. For example, the State Compensation Board funds approved staff
for law enforcement and dispatching duties for most counties. Cities and some counties,

Table 18

FY 1990 Per-Capita Value of Financial Aid and Direct
Services to Cities and Counties

ATl Localiti Citi Counti

State Financial Aid $468 $503 $449
State Direct Services 162 87 205
All State Aid 630 590 654

Source: JLARC staff analysis of Auditor of Public Accounts data.
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on the other hand, fund and staff their own police departments with assistance from the
State through funding from the “5699” program (Aid for Localities with Police Depart-
ments).

Patt f State Aid Distributi

Many State aid programs allocate a substantial amount of financial aid based
on some measure of local need or ability to pay. Therefore, it would be reasonable to
expect localities that have a lower ability to pay to receive more State aid per capita than
other localities with a higher ability to pay. For this analysis, the distribution of State
financial assistance as reported to the Auditor of Public Accounts was compared to local
revenue capacity per capita and adjusted gross income to determine whetherless affluent
localities receive more State financial assistance per capita.

The results indicate that distribution methods utilizing ability to pay appear to
be allocating aid as designed. Using both revenue capacity and adjusted gross income as
predictors of ability to pay, more State financial assistance on an average per-capita basis
is distributed to less affluent localities (Table 19). For example, localities with the lowest
revenue capacity per capita and the lowest adjusted gross income received the most State
financial assistance per capita. This pattern continues through each quartile, with the
lower group, by both measures, receiving more per-capita aid. By either measure,
localities with a lower ability to pay receive more than 30 percent more State financial
assistance per capita than the more affluent communities.

Table 19
Allocation of FY 1990 State Financial Assistance by
Revenue Capacity and Adjusted Gross Income
Locality's Ald Per Capita
Ranking Revenue Capacity Income
A $385 $421
) $495 $485
L]
5
$529 $527
$559 $581
Source: JLARC staff analysis of Auditor of Public Accounts and Commission on Local Government data.
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On a statewide basis, the patterns of State financial assistance for FY 1990 are
relatively clear (Figure 19). With a few exceptions, localities in the Southwest and
Southside regions of the State fall within the upper 50 percent of all localities in terms
of State financial assistance per capita. These regions also exhibited the lowest growth
in revenue capacity per capita for the FY 1985 through FY 1989 period. Localities in the
Northern Virginia and Shenandoah Valley regions generally fall within the lower 50
percent of all localities in terms of State financial assistance per capita. These regions
exhibited relatively high growth in revenue capacity per capita for the FY 1985 through
FY 1989 period.

Distribution Methods of C o Local G  Official

On the JLARC staff survey of local government officials, respondents were
asked to assess the fairness of a variety of financial aid distribution methods (Table 20).
As in 1983, the results indicate that local officials believe certain distribution methods
are unfair. Some were rated more harshly in 1991 than in 1983. For example, more than
70 percent rated the basic aid for education distribution method as unfair in 1991 as
compared to 40 percentin 1983. Funding for social services was also rated unfair by more
local officials in 1991 than in 1983. Financial aid for all constitutional officers with the
exception of clerks of the court was another program whose distribution method was
critically rated by local officials.

Table 20

Percentage of Cities and Counties Citing
Financial Aid Distribution Methods as Unfair

1983 1991
Area Statewide Statewide

Basic Aid for Education (Composite Index) 40% 73%
Constitutional Officers and Staff (Except Clerk of the Court) NR 64
Confinement in Local Jails NR 53
Social Services 32 52
State and Local Cooperative Health Departments 46 37
Community Services Boards 28 36
Aid for Localities With Police Departments (“599” Program) 23 29
Alcoholic Beverage Control Profits 23 24

Note:  “NR” indicates that the distribution method was not rated by local government officials in
1983.

Source: JLARC staff survey of cities and counties, summer 1991; and State Mandates on Local
Governments and Local Financial Resources, JLARC, 1983.
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Figure 19
Distribution of State Aid per Capita
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ADEQUACY OF STATE ASSISTANCE FOR SPECIFIC PROGRAMS

While analysis of overall trends may indicate that the State’s commitment to
providing aid to localities is stable, analysis of the overall trends can mask problems with
State financial assistance for specific programs. On the JLARC staff survey of local
governments, local officials rated the adequacy of State financial assistance to imple-
ment mandates in specific program areas.

Particular concerns were noted in the areas of social services, elementary and
secondary education, special education, and environmental protection. To address these
concerns, JLARC staff examined funding in these areas in more detail. The results
indicate that funding for social services may not be adequate despite the State’s effort at
providing additional aid for this area. In elementary, secondary, and special education,
the State has maintained its funding levels, aithough local participation is again
increasing. However, in environmental programs, State funding has not been consistent
with its level of control.

State Funding for Envi ol P

One area consistently rated by local government officials as having inadequate
State financial aid to implement mandates is environmental protection. State involve-
ment in this area has steadily increased since 1983. The mandates imposed on localities
have the potential to have an adverse financial impact. However, appropriate levels of
State financial assistance to localities for implementing environmental mandates ap-
pear to be lacking.

Increasing Federal and State Involvement. Involvement by both the State and

federal governments in the environmental area has increased greatly during the last ten
years. The increasing State involvement in environmental protection is evidenced by the
addition of two relatively new State agencies whose primary roles are in the environmen-
tal area —the Department of Waste Management and Chesapeake Bay Local Assistance
Department. It must be noted, however, that the Department of Waste Management was
created in 1986 by merging three existing units from the Department of Health.

Anotherindication of the increasing involvement by the State in this areais the
growth in the maximum employment level of State agencies under the Natural Resources
Secretariat. Forthe FY 1989 to FY 1992 period, the maximum employment level for these
agencies increased by more than 17 percent. By comparison, the maximum employment
level for all other State agencies for that period increased by about seven percent. The
maximum employment level for the Department of Waste Management increased by
about 28 percent. However, as evidence of federal involvement in the environmental
area, 56 of DWM’s positions are funded by the federal government.

The level of environmental mandates imposed on local governments further
reflects the State and federal governments’ interest in environmental protection. From
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the federal government, mandates covering wetlands management, permitting of public
drinking water systems, and underground petroleum storage tanks have been passed
down through the states to local governments, From the State, mandates addressing
recycling and protection of the Chesapeake Bay have been imposed on local governments.
Since 1983, 14 mandates on local governments in the areas of sanitation, waste removal,
and environmental protection were added. Six of these new mandates were based on
federal regulations.

While environmental mandates may be perceived as being burdensome or even
unreasonable, they are intended in part to ensure that citizens in every area of the State
have the same level of environmental quality. Local residents benefit through clean
drinking water, better quality air, and landfills that will not leak dangerous leachate or
require costly cleanup in the future. In addition, mandates such as recycling can result
in efficient use of natural resources and sanitary landfill space.

method for deterzmnmg t.he adequacy of State ﬁnanmal azd for the envu‘onmental
programs would be to isolate the additional costs of State environmental mandates and
then compare these costs with the level of State aid provided. However, comprehensive
data on the cost to all localities of these mandates are not available. Therefore, it is
necessary to provide examples of the potential cost to localities of certain mandates.

The Virginia Waste Management Board developed regulations to establish
standards and procedures pertaining to the siting, permitting, construction, and opera-
tion of solid waste management facilities. The stated purpose of the regulations is to
protect the public’s health and the environment. These regulations, especially the
requirement that landfills have double liners, were cited by many local government
officials as being extremely costly. The requirement to have double liners in landfills is
generally consistent, however, with solid waste regulations recently issued by the U.S.
Environmental Protection Agency.

The Department of Waste Management’s (DWM) projected cost for implemen-
tation of the regulations stated that:

Landfill owners or operators will experience increased costs of design
and construction, operation, closure and postclosure care .. .. Fora
landfill of approximately 50 acres, the increased cost for increasing
from a single liner of clay 1 foot thick to a double liner system as
required would be...approximately $35,285 per acre or $117,585 per
year over the life of the facility.... Landfills in parts of the state such
as west and southwest may incur additional costs over areas where
adequate clays [can] be found.

Further DWM analysis on the cost of complying with mandated requirements in the area
of solid waste management resulted in the following estimates:
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Virginia’s projected, future capital and new compliance costs for
recycling centers, resource recovery facilities, incinerators, and new
and/or upgraded landfills is estimated to be $1,558,884,874, with a
projected $859,955,126 in operations cost over the estimated lifetime
ofthe facility. Thus, on the basis of this very preliminary data, the total
cost of solid waste management for Virginia’s future is estimated tobe
about $2,408,740,000.

Of this amount, the cost of complying with landfill requirements was estimated
tobe $1.2 billion statewide. DWM staff stated that the cost estimates were for a 20-year
period. It was noted that the estimated costs for landfills and other waste management
facilities could decrease because mandated recycling by local governments had the
potential to reduce the need for landfills and other waste management facilities.

This potential cost to local governments helps explain the basis of local officials’
belief that federal and State financial aid in this area is insufficient. Local officials’
concern about the level of federal and State financial support is evident in these
comments:

The single most important area [our] county needs assistance in is
solid waste.

The State does not provide financial aid in this area; however, in
December 1988 the State passed land fill regulations that will at least
triple the cost of solid waste disposal.

* #® *

If the Commonwealth continues {0 become involved in establishing
environmental goals and ohjectives mandated to be carried out at the
local level, some recognition of the cost of these state-wide goals must
materialize. Just as schools must be funded to reach state goals, so
must the “cost” of achieving a better environment.

In addition, local government concerns regarding the costliness of environmen-
tal mandates go beyond Virginia. In a recent study by the United States Conference of
Mayors, 66 percent of the cities responding to the survey cited federal environmental
mandates as having the greatest cost implications for their budget. Environmental
mandates included those addressing waste, landfills, sewers, and underground storage
tanks.

g ; eriia ' es. Although State
financial assmtance is not always lmked t.o mandates 1t is reasonable to expect that
financial aid for implementing a specific mandate would be channelled through the
agency responsible for developing and regulating the program area. In FY 1990, the
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Department of Waste Management — responsible for overseeing recycling and landfill
regulations — provided local governments $709,419 through the litter control program.
Other agencies under the Natural Resources Secretariat provided an additional $12.3
million to local governments{Table 21). In addition to financial assistance, the State also
supports the State Revolving Loan Fund that provides loans to local governments for
wastewater treatment improvements to publicly-owned facilities.

Local government concerns about the adequacy of State and federal funding in
this area appear to be warranted. While mandates such as recycling and stricter landfili
requirements may be necessary, the lack of clear financial support orincentives can make
the implementation of these mandates, along with costly mandates in other areas like
education, burdensome to local governments.

Funding For Local Social Services P

The Department of Social Services (DSS) provided more than $450 million in
State and federal funding for local social service programs in FY 1991. These funds were
provided to cover the State and federal share of the administrative and program costs for

Table 21

Aid to Localities by Agencies in the
Natural Resources Secretariat

FY 1990
FY 1990 State and
Federal Financial
; rid Distril ]

State Water Control Board $ 2,411,442
Department of Conservation and Recreation 8,196,676
Department of Waste Management 709,419
Council on the Environment 974,051
Marine Resources Commission 307,300
Department of Air Pollution Control 137,413
Chesapeake Bay Local Assistance Department 172,071
Department of Historic Resources 132,222
Total $13,047,594

Source: Department of Accounts, Department of Waste Management, State Water Control Board,
Department of Historic Resources, Marine Resources Commission, Chesapeake Bay Local
Assistance Department, and Department of Conservation and Recreation.
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benefit and service programs provided to eligible recipients through local social services
agencies.

Mandates in the area of social services are both specific and comprehensive.
State mandates affect local staffing levels, employee compensation, reporting require-
ments, and levels of local financial participation. Federal involvement is also extensive.
Seven new mandates in the area of social services, three of which originated with the
federal government, have been implemented since 1983.

State and Federal Funding, In FY 1991, State and federal funding for local
social services totalled more than $450 million. This is a 24 percent increase since FY

1985 and is slightly less than the inflation rate for government goods and services. This
includes an increase of more than seven percent between FY 1990 and FY 1991. Much
ofthat increase was due to an eight percent increase in funding for ADC benefits required
by an increased caseload.

However, analyzing total State and federal funding masks the full extent of the
State’s efforts in funding local social services. Based on analysis of data in the 1985 and
1991 Appropriation Acts, State funding for local social services programs increased by
about 48 percent. However, federal funding for local social service programs increased
by only about six percent. Clearly, the State has provided additional funding, but the
relatively small increase in federal funding has masked that effort.

Still, the growth in total funding is of concern. For example, between I'Y 1988
and FY 1991, State and federal funding for local social services programs has only
increased by ten percent. This represents an increase that is less than the inflation rate
for government goods and services for that period. However, one reason the increase was
small was because of the reduction of local administrative funding in F'Y 1991 to address
the State’s shortfall. The relatively low increase in funding in recent years probably
accounts for so many local governments rating funding for this area as insufficient to
implement mandates. Local government concerns are expressed in these comments:

The effect of current levels of State support has been understaffing of
local departmentsresulting in high workloads, poorer service to clients
and high staff turnover.

[Our] local government has been willing to provide local match money
based on State allocations. As the State allocations decline, local
budgets are not able to absorb the difference.

A 1989 study by DSS of the funding needs of local social services agencies
provided further insight into the adequacy of funding for local social services agencies.
Beyond funding for required local match programs, DSS also identified additional local-
option funding. Seventy-one percent of the local social services agencies provided data
on the level of local government financial involvement beyond the required local match.
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The total local-option funding provided to these 88 offices totalled $24.7 million.
Twolocalities, Fairfax County and Arlington County, accounted for 55 percent of the total
local-option funding. One-half of the B8 local social services agencies which were
provided local-option funding reported receiving less than $10,000 from their local
governments. Because so many localities provided less than $10,000 in local-option
funding, the degree to which State funding is inadequate must be questioned.

However, local concerns regarding the adequacy and allocation of funding for
staffing of local offices may be valid. For example, 52 percent of the $24.7 million local
option funding was used for staffing. As expressed in the DSS report:

Burgeoning service caseloads, stagnationin federal funding, the breadth
and complexity of existing and emerging programs, and increased
demands for documentation and record-keeping all signal additional
resource needs for local agencies.

In response to concerns from localities and local social service offices, among
others, about the allocation process for administrative funds, DSS has been developing
an alternative distribution methodology for State funding of local social services admin-
istrative needs. The distribution formula currently under consideration by DSS will rely
primarily on caseload standards. Two options for indexing the allocation to recognize
differences among local offices — salary and size of office — are also being considered.
According to DSS “this will provide a simple, equitable approach utilizing an established
system that has become increasingly validated.”

DSS anticipated the new allocation methodology would be fully developed and
implemented for use in the 1992-1994 biennial budget process. However, due to the lack
of funds necessary for implementing the new distribution method, it will not be used to
distribute funding to local social services offices in FY 1993, As a result, DSS is taking
the opportunity to assess other options, such as a hold-harmless provision, to use with
the proposed distribution method.

As previously noted, State and federal funding since FY 1988 for local social
services agencies has been less than the inflation rate for government goods and services.
This is of concern since there has been no lessening in the number of mandates on local
social services agencies. In addition, aslocal fiscal conditions worsen, some localities may
be required to reduce local-option funding for their social services agencies. This could
impact the level and quality of services provided to social services recipients, especially
in cases where local-option funding may be supporting the provision of mandated
services.

Auxiliory Grants Program, Asin 1983, funding arrangements for the Auxiliary
Grants Program continue to warrant attention. Although the General Assembly
substantially increased the State’s funding participation in the program, the extent to
which particular local governments are financially impacted is still of concern.

The Auxiliary Grants Program was established in 1973 to supplement income
for recipients of Supplemental Security Income (SSI) and certain other individuals in
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accordance with Title XVI of the Social Security Act of 1972. It was intended to ensure
that recipients would be able to maintain a standard of living which met a basic level of
need. According tothe policy set by the State Board of Social Services, the auxiliary grant
can only be used to provide financial support for individuals residing in a licensed adult
home or approved adult family care home.

Funding for the program is based on cost sharing between the State and local
governments. The State’s share of benefit costs is currently 80 percent, which is
substantially higher than the 62.5 percent share reported in the 1983 JLARC mandates
report. Localities are required to fund the remaining 20 percent. In FY 1991,
expenditures for the Auxiliary Grants Program totaled $16,371,504. The State’s share
of funding was $13,097,203, while localities provided the remaining $3,274,301. This
represents an overall growth in funding of about 78 percent since FY 1984. The number
of auxiliary grant recipients has shown an increase of more than 50 percent since 1984

(Figure 20).

As noted earlier, the cost-sharing provisions for the program prior to FY 1986
required local governments to provide funding for 37.5 percent of the program’s total cost.
In 1985, the General Assembly revised the cost-sharing requirements to be more
consistent with the level of State control over the program. State funding was increased
to 70 percent in FY 1986 and to the current 80 percent in FY 1987. This change was based
in part on findings and recommendations from the 1983 JLARC mandates report. As
illustrated in Figure 20, total local expenditures have moderated substantially due tothe
State’s assumption of an additional 17.5 percent of the program’s total cost.

State and federal mandates, however, continue to govern all aspects of the
program. The State and federal government have full authority over eligibility criteria
for clients served. If an individual meets all of the eligibility guidelines for an auxiliary
grant benefit, the locality must provide the grant. Maximum reimbursement rates are
set each year in the Appropriation Act by the General Assembly, and rates for each
individual adult home are calculated annually by the Department of Social Services.
This leads to the localities having no flexibility in either the number of clients served or
the level of financial commitment.

As identified in the earlier JLARC reports, the unevenness with which local
participation occurs across the State is still a concern. Because the increase in State
participation was a proportional increase, no moderation in the unevenness of the local
participation (in this case, measured by per-capita expenditures) was achieved. For
example, the City of Richmond had per-capita auxiliary grant expenditures more than
164 percent higher than the statewide average in FY 1991.

Table 22 provides examples of the unevenness in local program funding by
showing the five localities with the highest per-capita expenditures and the five localities
with the lowest in FY 1991. It must be noted, however, that Manassas City, Prince
William County, and Manassas Park City participate in a district adult home whose
residents cannot receive auxiliary grant benefits. Individuals who would otherwise
qualify for auxiliary grant benefits are provided funds through the General Relief
Program.
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Table 22

Total Per-Capita Auxiliary Grant
Expenditures for Selected Localities

FY 1991
Per-Capita Per-Capita
Richmond City $10.46 Manassas Park $.51
Petersburg 10.42 Virginia Beach .36
Bristol 10.32 Prince William .32
Washington 10.20 Emporia .09
Galax 8.64 Manassas City 06

Source: JLARC staff analysis of Department of Social Services data.

In addition to little local government flexibility in administering the program,
other factors beyond the control of local governments seem to have an influence on the
degree to which they participate in the program. In their 1985 report on the Auxiliary
Grants Program, the firm of Ernst & Whinney noted that the number of licensed homes
for adults in the locality and the proximity of a locality to a State mental institution will
likely lead to alocality having “proportionally higher numbers of Auxiliary Grants cases.”

The Auxiliary Grants Program, unlike most other mandated benefit programs,
has a required local funding match. There are, however, non-mandated programs with
alocal funding match. For example, the General Relief Program has a 37.5 percent local
funding match. Yet, local governments have the option to establish a General Relief
Program and then choose what services will be offered. In FY 1989, most localities
provided some type of General Relief Program, but only 30 offered a broad-based
program.

No local discretion, however, is available to localities in the Auxiliary Grants
Program. Although the State has made a substantial commitment toincreasingits share
of total program funding, the impact of the program continues to fall unevenly across the
State. As a result, this program will be examined further in Phase T'wo of the study to
determine whether the structures in place for providing and funding this service are
appropriate and whether changes in the delivery and funding structures are necessary.
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State Funding of Local School Divisi

The largest program of State financial assistance to localities is for elementary
and secondary education. In FY 1990, the Department of Education provided
more than $2.3 billion to local governments in the form of financial aid to public
education. Most State funding is provided to assist local governments in meeting the
requirements of the educational Standards of Quality (SOQ).

These standards are prescribed by the Constitution of Virginia and are used to
determine the minimum program of high quality education that must be offered by all
school divisions. State financial assistance is provided to localities to meet the Consti-
tutional requirement that the costs of the prescribed program be shared between the
State and local governments. Reflective of the State’s commitment to providing adequate
aid tolocalities for education, funding for the educational SOQs was reviewed by JLARC
staff in the late 1980s.

AR catic lard gl dies. The first JLARC SOQ study
addressed the issue of assessmg the costs assoaated with the S0Qs. This study
recommended a new methodology for estimating SOQ costs, based on quantified stan-
dards where available, and prevailing costs across school divisions where quantified
standards were not available. As noted earlier, these recommendations were accepted,
and the General Assembly provided more than $490 million in additional aid to
implement them,

Recommendations from the second JLARC SOQ study were directed at increas-
ing pupil and tax equity. To increase pupil equity, the General Assembly adopted a
number of JLARC recommendations addressing:

» the need to vary the number of instructional personnel,
* the cost of competing for many Northern Virginia school divisions, and
* the revision of the pupil transportation funding formula.

To increase tax equity, the General Assembly equalized the funding of special
education, vocational education, remedial education, transportation, and fringe benefit
programs. This resulted in a much greater proportion of State funding for elementary
and secondary education allocated on the basis of each locality’s ability to pay.

reation. State funding of
education contmues to be an area of local concern. Between FY 1978 and FY 1990, local
expenditures for education increased more than 250 percent. For the same time period,
State expendituresincreased by about 192 percent. Federal funding, however, increased
by only 57 percent. This was less than the inflation rate for government goods and
services for the same period.

The expenditure trends for education show that the State’s share of elementary
and secondary education expenditures first decreased and then increased for the period
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FY 1978 through FY 1988 (Figure 21). However, the state’s percentage share of
expenditures in FY 1989 and FY 1990 has decreased.

Despite the State’s continuing commitment to providing funds for education,
the percentage of education expenditures attributable to local governments is again
increasing. As a percentage of total education expenditures, local participation sawrapid
increases until it peaked in FY 1983 at 48.3 percent. After a decline to 46.6 percent in
FY 1986, data for FY 1990 shows the local percentage again increasing to more than 49
percent.

Figure 21

Funding Sources for Elementary and
Secondary Education Spending
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Source: JLARC staff analysis of Department of Education data; and Local Fiscal Stress and State
Aid, JLARC, 1985.

101



Second, programs provided by many local schools that are not included in the
S0Qs may also be increasing local expenditures at a higher rate than State aid. For
example, some local school divisions provide instruction in English as a secondary
language and programs for at-risk students. While the General Assembly appropriated
$1.7 million in the 1990-1992 biennium for instructional positions for the English as a
second language program, some local governments reported that they often had fo
continue the program with local money once the State funding was expended. For
example:

One local government official noted that “English as second language
programs are expensive but necessary. It cost us in excess of $35,000 to
run the program last year — we received $1,000 from the State.”

¥ * *

Another local government reported receiving no State aid for the
English as a second language program in FY 1990 and $319,647 in FY
1991. Local funding for the program for the two years totalled more
than $20 million.

Regarding programs for at-risk students, a local official noted that
“Once State grant funding runs out for [at-risk programs] the division
has to pick up the program through local funds.”

Finally, local initiatives that go beyond the mandated SOQs may alsobe driving
the increase in local expenditures. Course offerings by the vast majority of local school
divisions currently comply with the mandated standards. In addition, many seem to go
well beyond the standards. According to the Governor’s Commission on Educational
Opportunity for All Virginians, “the analysis... reveals that all divisions, regardless of
their wealth, currently exceed these standards.” This trend of going beyond the
standards, according to the Governor’s Commission, also extends to other areas such as
staffing.

Many local governments appear to be both adopting and funding programs not
currently recognized by the SOQs and, where programs are funded through the SOQs,
exceeding the mandated standards. In some localities, these additional programs are
regarded as necessary to ensure children are able to learn and develop in school.
Although State grant money for these programs has been available, it does not appear
to be sufficient to cover the cost associated with many of these programs. The costs not
covered by State funding are then assumed by local governments, leading to increases in
the local share of educational funding.

fp ding ! e State funding of
special educatmn is prowded from several fundmg accounts and is based on a cost
methodology designed torecognize theimpact of State standards. Assessments of special
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education funding that indicate minimal State support, relative to local effort, usually
only include State funding accounts designated for special education. Such assessments
are inaccurate, because they leave out the portion of State funding from the basic aid and
teacher benefits accounts that also cover special education.

During the 1986-88 biennium, the State established full funding for the SOQs,
including special education. Still, local officials have concerns about the level of State
funding for special education. As one local official noted:

Special education funding is not adequate. The costs are soaring. For
example, of five new teachers authorized for hire this year, four are for
special education. Special education, more than anything else in the
school division, is a major drain.

However, the State does fully fund its share of the cost for the special education
S0Qs. The State SOQ methodology calculates the number of special education positions
tobe funded based on a strict application of the State pupil-teacher minimum ratios. This
is done by applying the standards to special education child count data that are collected
for each school.

Salary levels for special education teachers are based on prevailing costs. For
example, the costs of special education teachers at the elementary level are recognized
based on the prevailing salary for elementary teachers, and special education teachers
at the secondary level are recognized based on the prevailing secondary teacher salary.
Allsupport expenditures, including special education support expenditures, areincluded
in the data upon which prevailing costs are calculated. State support for transportation
of school children recognizes exclusive schedule and special arrangement transportation,
which are mostly for special education children.

There are three major SOQ accounts from which substantial State support for
special education is provided: basic aid, fringe benefits, and SOQ special education
payments, Because some analyses of State funding for special education have only taken
into account State categorical payments specifically earmarked for the special education
program, mistaken conclusions have been drawn that State support only amounts to
approximately 20 percent of program costs. This problem was fully illustrated in arecent
JLARC report on State funding of regional vocational education centers.

For FY 1988, analysis of data from the Department of Education and the
Appropriation Act indicates that the State share of funding for special education
programs was about 48 percent of total expenditures, compared to the 45 percent of
expenditures attributable to local governments. This is consistent with the FY 1988
expenditures for elementary and secondary education, where the State provided 47.9
percent of total expenditures and local governments provided 47.5.
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CONCLUSION

State aid tolocal governments accounts for a significant portion of both the State
and local budgets. As presented in this chapter, the State has provided a stable source
of funding for all local governments. In addition, the State’s efforts at providing local
governments with an increasing level of aid have been veiled by the continual decline in
federal financial aid. This lack of growth in federal financial aid has likely been partially
responsible for the growth of locally-generated revenues.

The increasing reliance on locally-generated revenues, however, has important
implications for the State. Local governments are in a relatively poor position to fund and
therefore implement additional State and federal mandates. State aid distribution
methods must ensure State aid is fairly allocated to alleviate the fiscal stress providing
mandated services can cause local governments. If new and costly mandates and
regulations are implemented, the issue of additional State funding will have to be
addressed to enable the State to maintain its current level of local government funding.
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Chapter V: Policy Options

There is a widely held concern among local government officials that mandates
are becoming inecreasingly burdensome to local governments. The concerns of local
officials regarding mandates center on two primary issues: the absolute number and
complexity of mandates and a perceived lack of funding. These concerns are especially
evident in areas where State and federal involvement has been historically significant
or is becoming increasingly significant -— education and the environment, for example.
While each individual mandate in and of itself may not be particularly costly or complex,
new mandates issued on top of existing ones can lead to a situation where the effect —
both in terms of cost and complexity — becomes almost unmanageable. As two localities
stated the problem:

In today's setting, the intent of a mandated program may be good and
noble; however, when considered in the cumulative effect with all other
programs and in priority with other local needs, the impact can be
disastrous.

However much we may agree that mandated activities are,in a general
sense, proper to good government, in their cumulative impact and cost
these mandates preempt local government’s ability to accomplish a
legitimate local agenda.

There are a number of options available to the State to alleviate the strain
mandates can impose on local governments. One such option is for the State toincrease
the amount of financial assistance provided for specific problem areas, such as most
environmental-related activities. The State may also wish to consider increasing the
revenue-raising authority of localities. This would include equalizing city and county
taxing authority, providing localities access to additional tax instruments, and raising
the maximum rates allowed on certain local taxes. Another option available would be for
the State to fully assume the cost of mandatesit imposes on local governments. However,
results from other states that have such a requirement indicate that full funding of
mandates is not the typical outcome. Rather, such policies have led to a limitation of or
modification to mandates. In some cases, such policies have had a negligible effect.

Additional procedures should also be developed to allow for both an ongoing and
one-time review of mandates and their associated costs. Procedures should be developed
that enable State agencies to implement mandates on a trial basis to determine whether
the mandates can achieve the desired goals and objectives and whether the impact on
local governmentsis too great. In addition, the Commission on Local Government'’s fiscal
note process should be enhanced to ensure legislators are well informed about the
potential cost of legislation on local governments. Finally, as a short-term response to
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the current economic hardships facing localities, the General Assembly may wish to
suspend implementation of some mandates to ease the fiscal stress on localities.

ACTIONS TO INCREASE LOCAL RESOURCES

The resolutions directing Phase One of the study — HJR 156 and SJR 45 —
direct JLARC staff to examine additional revenue sources that could be used to provide
services. The General Assembly has two broad options to increase local resources:
increase local taxing authority or increase State financial aid to local governments. The
advantages to both are that local governments would have additional funds to support
mandated services, and thus would be better able to accomplish policy goals. However,
these approaches may be dependent on the willingness of citizens to accept additional tax
burdens.

I Taxine Authorit

Through the Code of Virginia and city charter provisions, Virginia’s counties
and cities have different taxing authority. As noted in previous JLARC reports, the
differences reflect historical distinctions between counties and cities. However, with the
increasing urbanization and suburbanization of Virginia’s localities, these distinctions
have blurred. Consequently, differences in city/county taxing authority should be
eliminated. In addition, as new funding responsibilities are placed upon local govern-
ments, taxing authority should correspondingly be increased.

Equalize City/County Taxing Authority. At one time, differences in city and

county taxing authority reflected differences in the level of services which different types
of localities were required or expected to offer. For example, high public safety costs were
traditionally incurred in cities but not their more rural counterpart — counties.
However, in FY 1990, urban counties and cities alike spent almost 14 percent of their
funds on public safety. Rural counties spent only one-half that proportion.

In addition, the funding sources of urban counties are more similar tocities than
they are to rural counties. Urban counties and cities receive almost 70 percent of their
funds from locally-generated revenues. State funds account for less than 30 percent of
their revenues. On the other hand, rural localities receive almost the same proportion
of revenues from the State and local sources. Clearly, the terms “city” and “county” no
longer reflect differences in services provided or reliance on various funding sources.

Though counties are increasingly providing the same services as cities, they
have fewer options available to raise revenues to fund those services. Assuch, they must
typically rely more heavily on property taxes — a tax for which there is strong taxpayer
resistance. For urban counties in FY 1990, property tax revenues accounted for almost
70 percent of total locally-generated revenues. In contrast, property tax revenues in
cities were only 57 percent of locally-generated revenues.
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By equalizing taxing authority between cities and counties, the State would
provide counties with more flexibility to impose the taxes most appropriate for that
locality. Further, by diversifying the taxes imposed, urban counties could decrease their
reliance on property taxes.

Recommendation (1). The General Assembly may wish to allow coun-
ties taxing authority equal to that of cities.

responsible for secondary street maintenance within their jurisdictions, though they
receive State aid for the activity. For all but two counties, on the other hand, the State
directly provides and pays for secondary street maintenance.

A recent proposal by the Secretary of Transportation suggested changing this
distinction. Specifically, the proposal called for all cities and counties to pay for 20
percent of the cost of secondary street maintenance within their localities. Although the
proposal was not presented to the 1992 Session of the General Assembly, any future
revisions to the current funding process for secondary street maintenance should also
address any differences in local taxing authority. If the same funding match were
required across both cities and counties, the current distinction in taxing authority
between these jurisdictions would be further called into question. Such proposals also
point to the need for additional locally-generated revenues for cities and counties alike.

As discussed in Chapter 11, localities increased their use of taxes substantially
during the 1980s. Further, many localities are currently using most of the faxing
authority granted them. If local funding responsibilities are increased, additional tax-
ing authority — either allowing new taxes or increasing the caps on current local taxes
— will likely be needed.

On the survey of local governments, JLARC staff asked local officials to identify
up to four taxes, not currently imposed, which would be appropriate for their localities.
As reflected in Table 23, there was substantial consensus between counties and cities
regarding additional taxes to which they would like access. Most localities favor an
additional local-option sales tax. In addition, a substantial proportion of counties favor
a meals/prepared food tax without a referendum. If taxing authority were equalized
between cities and counties, counties would be able to impose the meals tax without the
referendum that is currently required.

Local governments were also asked to rate the extent to which the statutory
limits on various local taxes were appropriate. Taxes rated include: the business,
professional, and occupational license tax; merchant’s capital tax; utility license tax;
consumer utility tax; motor vehicle tax; transient occupancy tax (for counties); and
mineral taxes. The mineral taxes received the most unfavorable rating - 74 percent
responded that the statutory limits on these {axes were inappropriate. Fifty-three
percent of the counties also reported that the maximum rate allowed for the transient
occupancy tax was not appropriate. Caps on the other taxes were each rated unfavorably
by 34 percent to 42 percent of the local officials.
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Taxes to Which Cities and Counties

Would Like Access
Percentage
Number of of Counties
Tax Counties  Responding

Additional Local
Option Sales Tax b2 74%
Additional State Sales
Tax Distributed to
Localities by Formula 46 66
State Income Tax
Surcharge Distributed to
Localities by Formula

39 56
Meals/Prepared Food Tax
Without Referendum
{For Counties) 32 46
Local Option Income Tax
Without Referendum 26 37
Commuter Tax or Tax on
Payroll Earnings Within
a Locality 13 18
Cigarette Tax
(For Counties) 19 27
Admissions Tax
{For Counties) 8 11

Table 23

Number
f Citi

30

25

20
NA

15

17
NA

NA

Percentage
of Cities
Responding

83%

69

56
NA

42

47
NA

NA

NA: Selection of the tax by cities was not applieable since cities already have authority to

impose it.

SBource: JLARC staff survey of cities and counties, summer 1991.

These results indicate that, with the exception of the mineral taxes and
transient occupancy tax, most localities do not find the current statutory caps on local
taxes objectionable. Instead, localities favor the use of additional tazes as a way to
increase locally-generated revenues. In particular, a large proportion of local officials
favor additional local-option sales tax. Compared to surrounding jurisdictions, Vir-

ginia’s current sales tax rates are low (Table 24).
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Table 24

Combined State-Local Sales Tax Rates
for Selected States, 1990

State State Tax Local Tax Combined Tax
Virginia 3.5% 1.0% 4.5%
District of Columbia None 6.0 6.0
Kentucky 6.0 None 6.0
Maryland 5.0 None 5.0
North Carolina 3.0 2.0 5.0
Tennessee 5.5 1.756 t0 2.25 7.25t0 7.75
West Virginia 6.0 None 6.0

Note:  The local sales tax is imposed only by counties in North Carolina.

Source: Advisory Commission on Intergovernmental Relations, Significant Features of Fiscal
Federalism: Budget Processes and Tax Systems, 1991, Vol. 2 (Washington, D.C., February
1991), Table 33; from Special Analysis of City and County Taxes (1991}, Center for Public
Service, University of Virginia.

Recommendation (2). If funding responsibilities of local governments
are increased, the General Assembly may wish to provide cities and counties
with additional taxing authority to help fund the additional responsibilities.
Taxes that the General Assembly should consider include an addition to the
local option sales tax, the meals tax without referendum, and the cigarette tax.
In addition, the General Assembly may wish to consider raising the maximum
rates allowed on certain local taxes, such as the transient occupancy tax for
counties, utility license tax, and mineral taxes.

Virginia Taxes Compared to Other States. Equalizing city and county taxing
authority would address current needs. Further, additional taxing authority for all
localities may be needed if local funding responsibilities are increased. However,
comparison across states indicates that Virginia’s local taxes are already higher than
many other neighboring states. State taxes, on the other hand, are lower than most other
southeastern states.

Such comparisons must be carefully made since rates, service responsibilities,
and other factors may differ among other states and their localities. However, the results
of a comparison conducted by JLARC staff suggest that as the State and federal
governments increase service responsibilities of local governments through mandates,
additional financial aid may be necessary in addition to the increased local taxing
authority already proposed.
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To draw conclusions about the level of taxing authority afforded Virginia's
localities, JLARC staff compared Virginia’s local and State tax revenues to those of other
states in the southeastern region of the United States. Tax revenues were standardized
by resident personal income to allow for direct comparisons across states.

Overall, Virginia collected proportionally less total (State plus local) tax
revenues than most of the other southeastern states (Table 25). Only four states had
Iower total tax revenues per $1,000 of income. Virginia also collected less total taxes per
$1,000 of income — $105.4 — than the national average of $115.7.

Table 25

Comparison of State and Local Taxes
in Southeastern States

(1989)

States Total Taxes State Taxes Local Taxes

(Ranked by Total Per $1000 Per $1000 Per $1000
Tax Revenues) Of Income Of Income Of Income

Louisiana $116.5 $73.6 $42.9
Maryland 114.2 68.2 46.0
West Virginia 113.3 88.1 25.2
South Carolina 113.2 83.1 30.1
North Carolina 111.7 79.7 32.0
Kentucky 108.5 84.7 23.8
Georgia 108.3 65.5 42.8
Mississippi 107.2 79.8 27.4
VIRGINIA 1054 62.2 43.2
Florida 101.7 61.1 40.6
Arkansas 08.6 74.7 23.9
Alabama 97.1 69.7 27.4
Tennessee 95.4 59.8 35.6
Regional Average $107.0 $73.1 $33.9
National Average $115.7 $70.2 $45.5

Source: JLARC staff adaptation of data from the National Conference of State Legislatures 1991
report Recent Changes in State, Local, and State-Local Tax Levels.
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With respect to strictly State-generated taxes, ten of the 12 other southeastern
states had higher levels of taxes. In contrast, only one other southeastern state —
Maryland —had higher local taxes than Virginia’s localities. Though thelocal taxes were
still lower than the national average, the data suggest that Virginia’s local governments
have been given taxing authority at least comparable to other southeastern states.

Future funding for new programs and increasingly expensive current programs
may need to come, at least in part, from new State-generated revenues. An advantage
of this approach is that the State has the ability to reallocate State-generated revenues
to those localities with the highest levels of fiscal stress, and thus reduce fiscal disparities
among localities, as has been its practice in the past.

I State Fi ia] Assist

The State has committed itself to providing financial assistance for many
services and programs it requires local governments to provide. For the period reviewed
in this study, State financial assistance has been a relatively stable share of all local
government budgets. It is important to note, however, that these data are not fully
reflective of the current fiscal environment that has negatively affected State aid tolocal
governments — the recession and resulting State revenue shortfall. Two steps the State
could take when resources are available to relieve the financial burden of mandates on
local governments are: (1) priority restoration of reductions in aid-to-locality funding
imposed to help close the State’s revenue shortfall, and (2) development of State and local
funding goals for specific program areas identified as problematic.

n Aj ] 5. To reduce the more than $2
billion pro;ected State revenue shortfail for the 1990« 1992 biennium, reductions in aid
to localities totalling more than $297.6 million were instituted. Reductions in some
areas, such as funding for the educational Standards of Quality, were substantial. These
cuts have had a negative impact on localities. Reductions affected long-standing
programs like elementary and secondary education, for which the State has both a long-
standing commitment to providing substantial funding and extensive involvement
through mandates. Therefore, when State resources become available, a high priority
should be placed on restoring funding for these programs to their historical levels.

Recommendation (3). When the State’s fiscal climate and revenue
projections improve, the General Assembly may wish to establish as a priority
the restoration of funding for aid-to-locality programs which were reduced
during the 1990-1992 biennium,

_ 7 ams. As in 1983, there are
program areas where State fundmg has noi: been consxsf,ent thh State involvement or
historical funding efforts. One area of concern is environmental protection. In the last
few years there have been 14 new mandates in this area. Many of these mandates are
from the federal government, though little federal financial aid to meet the mandates has
been forthcoming. The State, however, has also imposed its own environmental
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mandates on local governments. For example, in 1989 the General Assembly passed
legislation requiring local governments to meet the following recycling goals: ten percent
reduction of the local waste stream by 1991, 15 percent by 1993, and 25 percent by 1995.

Where financial data are available it appears these new mandates are or will
have a substantial financial impact on local governments. As previously noted, the
Department of Waste Management estimated that sanitary landfill requirements will
cost approximately $1.2 billion statewide over the next 20 years. The cost of meeting new
State landfill requirements for an average landfill (approximately 50 acres with a single
liner) was estimated at $117,585 per year. It was also noted that landfills in the west and
southwest parts of the State — where some of the more fiscally stressed localities are
situated -— may cost even more.

To address the impact of these environmental mandates on local governments,
a systematic review of the costs to localities of meeting these mandates should first take
place. The goal of this review should be to establish the mandates’ full cost to local
governments and to determine an appropriate cost-sharing basis for implementing the
mandates. Just as with other areas where the State has established statewide goals for
funding programs implemented at the local level (for example, the educational Standards
of Quality), clear funding objectives could be established for environmental programs.
These objectives would enable the State to establish an equitable and stable source of
financial assistance for programs in this area.

Recommendation (4). In order to promote stable and equitable funding
for State-local programs, the General Assembly may wish to require a review
of mandates in specific program areasto establish the full cost ofimplementing
the mandates on local governments and to develop an appropriate basis for
determining State-local funding responsibilities. The General Assembly may
then wish to develop clear objectives for funding a share of program costs.

Bequire State Pavment for State Mandates

Another option available to the State to mitigate the local effect of mandates is
to fully fund the cost of mandates if imposes on local governments. Such a proposal was
presented in House Bill 751 (State Payment for State Mandates Act) of the 1990 General
Assembly Session. This bill would have suspended most new laws and regulations
requiring localities to, in effect, provide or perform services that had anet additional cost
in excess of a predetermined amount unless sufficient State funding was provided to
cover the additional cost to local governments. Some local governments remarked that
they supported such a policy, citing Louisiana’s recently adopted constitutional provision
addressing State payment for mandates.

Anumber of states currently have statutory or constitutional provisions already
in effect that are similar to House Bill 751. The U.S. General Accounting Office (GAQO)
completed a study covering this issue. JLARC staff also conducted structured interviews
with these states regarding the provision requiring payment for state mandates. The
findings indicate that the outcome in these states is mixed.
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In general, funding of mandates has not been the primary outcome of this
requirement. What the policy has led tois a limitation of or modification to mandates to
make them less costly or obtrusive to local governments. Such a policy can alsoincrease
judicial intervention in state/local relations. In addition, such a policy may not be cost
effective given the likely results and the potential administrative costs. Considering the
mixed resulis in other states, the desired outcomes may not be achieved through such a

policy.

olicy Has ] wlted in Extensive Funding of Mandates. Fifteen states have
established a requirement that calls for reimbursement of local governments for the cost
of implementing state mandates (Table 26). The legal basis for such provisions is almost
equally divided between a constitutional provision and a statutory requirement. How-
ever, in states with a mandate reimbursement policy, state funding of mandates has not
occurred to the extent expected.

» -

e

Only three states — California, Rhode Island, and Massachusetts — reported
providing any funding for enacted state mandates in FY 1990. These three states
reported providing about $219 million for state mandates, with California providing
about 98 percent of this amount. Despite California’s mandate funding efforts, the GAO
reported that many state mandatesin California are in fact still not funded. Forexample:

Table 26

States with Mandate Reimbursement Policies

Year

State Effective Legal Basis
California 1973 Constitution
Colorado 1981 Statute
Florida 1978 Statute
Hawaii 1979 Constitution
Ilinois 1981 Statute
Louisiana 1992 Constitution
Massachusetts 1981 Statute
Michigan 1979 Constitution
Missouri 1980 Constitution
Montana 1974 Statute

New Hampshire 1984 Constitution
New Mexico 1984 Constitution
Rhode Island 1979 Statute
Tennessee 1978 Constitution
Washington 1980 Statute

Source: Legislative Mandates: State Experiences Offer Insight for Federal Action, U.S. General
Accounting Office, September 1088.

113



In only a small number of cases does the legislation containing the
mandate also provide the funding. While [the GAO] cannot determine
how much funding is provided in this manner, only 124 of 4,100
mandates enacted over a ten year period (1975-85) also had funds
provided in the legislation . . ..

The other states interviewed by JLARC staff reported providing no direct
funding for specific mandates during FY 1990. One state reported providing funding for
only one mandate since the requirement went into effect in 1981. Another state reported
never funding a single mandate in the 11 years the requirement has been in effect. The
GAO noted that in one state, Tennessee, the monies earmarked for mandates were funds
the local governments would have received as aid to localities regardless of the mandate
payment requirement.

Monies earmarked for mandates were largely funds that local govern-
ments would receive even if there were no reimbursement require-
ment. Although in some instances, the legislature provided special
appropriations for state mandates, there appeared to be no connection
between the cost of state mandates and the amount of state-shared
taxes provided.

Overall, state funding of mandates does not appear to be the primary outcome of a
mandate reimbursement policy.

¢ 1 es, While states with
a mandate reunbursement pohcy do not in general prowde s1gmﬁcant amounts of
funding, such policies do appear to limit the number of mandates imposed on localities.
Seventy percent of the states interviewed by JLARC staff reported that a mandate
reimbursement policy has in fact limited the number of mandates imposed on local
governments by their state. More specifically, the GAO found that in Massachusetts
legislators are more reluctant to pass mandates on to local governments because the
state, not the locality, must pay for the cost of the mandate. For example, the report noted
that Massachusetts “had delayed updating landfill regulations to avoid dealing with the
mandate issue.”

Another outcome that is an apparent result of this policy is the modification of
mandates to limit the cost to local governments. The most common modification made
is to change a compulsory mandate to one for which compliance is optional. For example,
the GAO reported:

[Michigan]) mandated changes in the compensation for full-time county
prosecuting attorneys, which resulted inincreased salaries. It allowed
the counties, however, to determine whether their prosecuting attor-
neys would be full-or part-time, thus giving them a way to avoid the
mandate.
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Massachusetts legislators have modified state mandates by making
local compliance optional . ... This relieves the state of the responsi-
bility to pay and reduces local financial burdens. For example, the
legislature allowed optional compliance with the state’s Omnibus
Education Reform Act, which would have mandated increased teach-
ers’ salaries and other educational program costs. As a result, costs
ranging from $400 million to $1.3 billion for the state and local
governments were avoided.

. : ) : The GAQ found that the
courts, in states Where such a pollcy emsts have had a s:gmﬁcant role in the mandate
reimbursement policy. Court decisions have affected the rights of local governments both
to seek reimbursement from the state and to simply ignore the mandate. In Massachu-
setts and Michigan “courts have ruled that local governments need not comply with state
mandates unless the state appropriates funds for reimbursement.”

On the other hand, states have been allowed not to reimburse certain mandates
based on decisions of the state courts. For example:

In 1987 the California Supreme Court ruled that increases in workers’
compensation benefits are not reimbursable state mandates because
they apply to the private sector as well as local governments . ... This
decision reversed 15 years of prior state practice, as the state had not
differentiated between mandates affecting the private and public
sectors.

A mandate relmbursement pohcy, assummg all mandates were fu]ly ﬁmded Wouid be
very costly. Even if mandates were not fully funded, there would still need to be an
administrative structure in place to determine the cost of all mandates on all local
governments. This structure, given the number and complexity of mandates, could also
be costly.

Estimates of other states’ administrative expenses were obtained. Not surpris-
ingly, given the complexity of the work, some units in other states had extensive data
processing and computer-modeling techniques. However, such resources are expensive.
Massachusetts reported that its annual budget for the unit determining the cost of
mandates on local governments is about $750,000. Other states reported administrative
costs nearly as high. For example, Illinois and California were annually spending
approximately $500,000 and $750,000, respectively, to support the administrative
components of their state mandates programs.

The Department of Planning and Budget (DPB), in a legislative impact state-
ment for House Bill 751(1990), noted that the fiscal impact of the proposal was unknown.
DPB stated that analysis of the workload would need to be completed to determine the
staffing required and the additional appropriations necessary. Virginia’s annual
administrative costs might not be as high as other states due to the fewer number of local
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government units. However, New Hampshire reported spending about $250,000 in FY
1991 to support the administrative components of its mandate reimbursement program.

Conclusion. It is reasonable to expect that the results of requiring full funding
for State mandates in Virginia would not differ dramatically from other states. Yet the
results from other states of such policies point to actions that Virginia could take without
formally implementing such a requirement and experiencing the potential problems and
expenses accompanying it.

Modification and limitation of state mandates appears to be the primary
outcome. Therefore, the State, when developing and proposing mandates, should develop
procedures that ensure mandates are as unobtrusive as possible on local governments.
Limitation and modification of mandates could take place in an atmosphere of mutual
concern for the State’s goals and objectives as well as the impact on local governments
of implementing the mandates. This should result in policies that are designed to limit
the impact on local governments, yet provide the results the State has deemed beneficial
for its citizens. Actions that Virginia might take to address the need for or adequacy of
mandates are presented in the next section.

ACTIONS TO IMPROVE THE CURRENT
STATE/LOCAL MANDATE ENVIRONMENT

Requiring full State funding for mandates is not likely to occur or, based on the
experiences of other states, fully achieve its desired results. In addition, the short-term
outlook for substantial amounts of additional State financial aid for localities is not good.
Therefore, other methods of addressing the effects of mandates on local governments
need to be developed. Those identified during this study include: (1) maintenance of a
catalog of all mandates and their costs; (2) a one-time review of all current mandates to
identify those that must continue to be in force, as well as areas where mandates could
be relaxed or eliminated; (3) a process whereby mandates could be implemented on an
experimental or pilot basis in selected localities before they are required to be imple-
mented statewide, (4) the temporary suspension of selected mandates, and (5) enhance-
ments to the fiscal note process.

Catalog of Mandates

Reducing the impact of mandates on local governments depends on knowledge
and commitment by both legislators and agency heads. Legislators and agency heads
need to recognize the impact mandates have on local governments. For this report, an
extensive catalog of State and federal mandates was developed. This catalog provides a
readily available source of information on the mandates on local governments, and can
indicate areas where mandates are becoming excessive or duplicative. However, there
is currently no procedure for periodically updating the catalog. Lacking such a procedure,
the catalog will quickly become outdated and inaccurate.
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Several recent studies of governmental mandates have recognized the impor-
tance of having comprehensive, up-to-date information about mandates. Arecent study
by the U.S. General Accounting Office (GAO) recommended that the U.S. Advisory
Commission on Intergovernmental Relations prepare a biennial report containing new
mandates passed by each session of Congress and their associated costs. The GAO noted
that:

Such a report could help increase congressional awareness of the
overall cost impact of proposed legislation on state and local govern-
ments.

State legislatures also recognize the importance of having comprehensive, up-
to-date information about mandates the federal government is attempting to impose on
states. The National Conference of State Legislatures (NCSL) regularly publishes a
report titled Mandate Watch List. This report records the status of federal legislation
that imposes a mandate on state and local governments. This report is published ten to
12 times each year.

To this end, the State should begin monitoring mandates on an ongoing basis.
The JLARC catalog of State and federal mandates should be used as the current
mandates base. As new mandates are imposed and others are eliminated or modified,
the catalog should be revised. In addition, the cost of the new and modified mandates
should be compiled.

The COLG is the primary State agency dealing with State-local issues. As
previously discussed the COLG is responsible for preparing fiscal impact statements for
proposed legislation affecting local governments. In 1989, the COLG also began
collecting and maintaining information on various local government activities, such as
services provided and the level of local taxing authority used by localities. Consistent
with their current role, COLG should assume responsibility for maintaining and
periodically updating the catalog of State and federal mandates on local governments
and the corresponding fiscal impact statements.

Recommendation (5). The Commission on Local Government should
maintain and periodically update a catalog of State and federal mandates
imposed onlocal governments. On an annual basis, the COLG should add to the
catalog all new mandates imposed on local governments and delete those
mandates which have been eliminated. In addition, a summary of the fiscal
impact of the new mandates should be compiled into the document.

Ope-Time Revi f Existing Manda

In order to identify areas where the burdensomeness of mandates on local
governments could be relieved, all State agencies should undertake a one-time review of
all mandates they administer. Although the Virginia Administrative Process Act
requires a periodic review of regulations, the purpose of this one-time review should be
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to completely identify all mandates and develop criteria that can be used to prioritize the
mandates according to their necessity.

If possible, the outcome of this review should point to mandates whose require-
ments could be relaxed or eliminated. For example, the Department of Education is
currently conducting a series of studies on special education requirements. A goal of the
studies is to streamline and eliminate mandates where possible, and to increase local
flexibility in this area. To the extent possible, this one-time review of existing mandates
should be coordinated with applicable elements of Project Streamline.

Recommendation (6). The General Assembly may wish to require all
State agencies imposing mandates on local governments to conduct an in-
depth assessment of the mandates they are responsible for administering.
Specific attention should be given to streamlining, reducing, or eliminating
mandates where possible,

Mandates are usually imposed to produce specific outcomes or objectives. Yet
the full effects of the mandates, and a determination of whether they produce the desired
outcomes, may be difficult to fully determine until after the mandates have been
implemented. Given the dynamics that are evident at the local level, it is not unrealistic
to expect that in some localities the outcomes would be as good as or even better than
expected. However, in others, the outcomes may not be those intended. In addition, the
impacts on local governments can be expected to vary.

Tofully gauge the effectiveness of the mandate and its fiscal impact on localities,
where possible, mandates should be pilot-tested or implemented on a trial basis in a
number of different localities. For example, in 1988 the Department of Health provided
State funds for Arlington County to operate alocally-administered health department as
a pilot program. Pilot testing should enable State agencies to refine newly-mandated
programs to achieve the stated objectives as well as more completely understand their
impacts on local governments.

Recommendation (7). The General Assembly may wish to require State
agencies, where appropriate, to implement mandates on a trial basis through
local pilot programs prior to requiring all localities to implement the mandate.
Where possible, a representative cross section of localities should be used for
any pilot project.

JTemporary Suspension of Selected Mandates
The current economic downturn has required significant changes at the State

level. State agencies have had to prioritize their spending and eliminate, at least
temporarily, programs they would otherwise provide. Local governments, too, are
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prioritizing their budgets and eliminating lower priority programs. In some cases they
are limited in their options because State and federal mandates require that certain
activities be conducted. However, suspension of some of these mandated activities,
particularly those that are costly to the localities, could ease the fiscal stress they
currently face.

A frequently cited mandate for temporary suspension or “relaxation” pertains
torecycling. Specifically, thereis strong local support for extending the interim and final
recycling deadlines for one totwo years. As one locality noted, “a depressed economy has
made recycled materials markets soften, raising the cost to localities to recycle.” On the
other hand, the less localities recycle the more they will have to use sanitary landfills. In
other words, recycling potentially increases the life of landfills, which are expensive to
construct and operate.

It is important to point out that the recycling mandate is not a mandate that
specifically should be eliminated. Rather, it is provided as a target of opportunity for
further examination. The agency responsible for administering the mandate should be
involved in analyzing the repercussions if the mandate were temporarily suspended. The
short-term advantages of temporary suspension should be weighed against the possible
long-term disadvantages before a final policy decision is made.

The concept of temporarily suspending mandates is not new. Section 2.1-51.5:1
of the Code of Virginia authorizes the Governor to temporarily suspend certain mandates
on individual localities upon application for exemption by the local government. Educa-
tion mandates, however, are not subject to such suspensions. In addition to having local
governments initiate the process to suspend a mandate on individual localities, the
General Assembly may wish to authorize the Governor to identify and temporarily
suspend administrative mandates statewide. The one-time review of existing mandates
recommended earlier could provide a list of mandates for possible suspension. However,
the constitutionality of such an arrangement would have to be explored.

As with the provision in §2.1-51.5:1 of the Code of Virginia, an expiration date
for this authority should be included. The current authority for the Governor to
temporarily suspend mandates expires July 1, 1993 — two years after taking effect. Any
additional authority empowering the Governor, based on his determination, to tempo-
rarily suspend mandates should also expire two years after enactment. The suspension
of the mandates should expire at the same time the authority granted to the Governor
to suspend mandates statewide expires.

Recommendation (8). The General Assembly may wish to amend §2.1-
51.5:1 of the Code of Virginia to allow the Governor to temporarily suspend
selected administrative mandates identified as imposing extreme financial
burdens on localities. Administrative mandates to be suspended should be
based in part on the results of the one-time review of existing mandates
previously recommended. Amendments to this section of the Code of Virginia
and resultant suspension should expire two years after enactment.
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Enhancing The Fiscal Note P

Certain legislation may have an adverse fiscal impact on local governments. As
previously discussed, the COLG is primarily responsible for preparing estimates, known
as “fiscal notes,” of the fiscal impact on local governments. In general, the process is
sound, and the estimates produced by the COLG appear to be well developed. Yet, some
enhancements to the process are necessary to ensure legislators are well informed about
the potential cost of legislation to local governments.

First, fiscal notes should be completed in sufficient time for review by the full
legislative committee. This is not currently a goal of the COLG. The current goal is to
complete the fiscal note within seven days of notification that a fiscal analysis is required.
Yet scrutiny and debate over proposed legislation is often more intense in committee, and
it is important that cost-related information be available at this stage of the legislative
process. This will require the COLG to adopt as a primary goal the completion of cost
estimates before the full legislative committee review of the proposed legislation.

To help meet this goal, the COLG could be notified sooner that legislation
requires a cost estimate. The Division of Legislative Services (DLS) is responsible for
notifying the COLG that legislation requires a cost estimate. In FY 1991, an average of
five days elapsed between bill introduction and initiation of the fiscal note process. Some
of this gap can be accounted for by the heavy volume of bills introduced early in the
Session that require DLS review, the preliminary evaluation process, and the fact that
some referrals to the COLG were made on the weekend. Still, efforts to reduce the gap
between bill introduction and initiation of the fiscal note process could assist the COLG
in providing completed estimates earlier.

In addition, legislation affecting local revenues should also be subject toa COLG
fiscal note. This type of legislation often addresses local taxes and revenue-raising
authority. Legislation reducing a locality’s revenue can have an impact comparable to
a mandate that requires a locality to expand a service. Therefore, the Code of Virginia
should be modified to require that revenue-related bills should be forwarded to the COLG
for a fiscal impact analysis.

However, not all legislation affecting local revenues should receive a fiscal
analysis. For example, a number of bills are introduced each Session in accordance with
§58.1-3610 through §58.1-3621 of the Code of Virginia, exempting certain property from
taxation. These bills typically exempt one entity from a locality’s property tax for
religious or charitable purposes. Examination of all such bills would hinder the process
and reduce COLG staff time available to prepare fiscal impact statements for those bills
having substantive fiscal impacts on localities.

While the current process works relatively well and can be enhanced further,
some problems with the process are intrinsic to the existing system. One limitation is the
time available for fiscal analysis. Adding to this limitation is the fact that proposed
legislation must be kept confidential prior to introduction. Before a bill is formally
introduced, the COLG may not even know of pending legislation that has a fiscal impact
on local governments.
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If the responsibility of preparing fiscal notes were moved to the legislative
branch, evaluation of the fiscal impact on local governments could theoretically start at
the bill drafting stage. In addition, the fiscal impact analyses could be completed for all
legislation, not just for legislation affecting local governments. Most of the fiscal impact
analysis for legislation affecting entities other than local governments is conducted by
the Department of Planning and Budget and the Department of Taxation.

Having the legislature complete fiscal notes on proposed legislation is not
unique. Ten of the 16 states contacted by JLARC staff regarding fiscal notes reported the
fiscal note function in their state was the responsibility of the legislative branch.
However, shifting responsibility for completing fiscal notes, while presenting certain
advantages, could alsolead to problems and unacceptable costs. Therefore, if the General
Assembly has an interest in assuming the fiscal note process, the merits of such a change
could be evaluated by the Joint Rules Subcommittee studying the legislative process.

Recommendation (9). The Commission on Local Government should
adopt as a primary goal the completion of cost estimates for proposed legisla-
tion before the legislation is reviewed by the initial full committee. Inaddition,
the Commission on Local Government and the Division of Legislative Services
should jointly review and revise the procedures in place for notifying the
Commission of bills requiring a cost estimate.

Recommendation (10). The General Assembly may wish to amend §30-
19.03 of the Code of Virginia to require that legislation negatively affecting
the local revenue-raising ability of local governments, except those providing
property tax exemptions in accordance with §58.1-3610 through §58.1-3621 of
the Code of Virginia, be submitted to the Commission on Local Government for
a fiscal impact analysis.

Recommendation (11). The General Assembly may wish to direct the
Joint Rules Subcommittee studying the legislative process to evaluate the
consequences of moving the fiscal note process to the legislative branch.

CONCLUSION

During the 1980s many of Virginia’s localities experienced strong economic
growth. Since 1989, however, new fiscal pressures have been exerted on local govern-
ments. The national recession has severely impacted many regions of Virginia. In
addition, recent State reductions in appropriations to localities have further affected
local governments’ ability to provide services within existing revenues.

Declining economic indicators suggest worsening local fiscal conditions for
localities. They will be in a relatively poor position to fund and therefore implement
additional State and federal mandates. If new and costly mandates and regulations are
implemented, the issue of additional State funding will have to be addressed to enable
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the State to maintain its current level of local government funding. Further, when the
State’s fiscal climate improves, the General Assembly may wish to establish as a priority
the restoration of funding for aid-to-locality programs which were reduced during the
1990-1992 biennium. In the short-term, the General Assembly may wish to consider
suspending the implementation of certain mandates to ease the fiscal stress faced by
localities during the economic downturn.

Mandates are only one component of the broader issue of how State and local
government responsibilities are assigned. Phase One of the JLARC study has examined
two fundamental ways the State and local governments interact — through mandates
and financial aid. Phase Two of the study will assess the more fundamental question of
how State and local government service responsibilities should be assigned.

More specifically, Phase Two will examine the services currently provided by
the State andlocal governments, whether the functional assignments of services between
the State and local governments are reasonable, how service responsibilities should be
assigned, and the funding structures that could be used for service delivery structures
recommended for change.

For example, JLARC staff anticipate using the Geographic Information System
(GIS) to identify how areas of the State differ in terms of service delivery and funding
structures. This could allow analysis to focus on whether responsibilities for providing
and funding services could be assigned based on criteria other than the more traditional
city/county distinction, This portion of the study will be presented prior to the 1993
General Assembly Session.
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Appendix A

HOUSE JOINT RESOLUTION NO. 156

Requesting the Joint Legislative Audit and Review Commission o study state and federal
mandates on local governments and the fiscal impact of the mandates.

Agreed to by the House of Delegates, March 9, 1990
Agreed to by the Senate, March 7, 1990

WHEREAS, the Legislative Program Review and Evaluation Act of 1978 (§ 30-66 et seq
of the Code of Virginia) provides for the Joint Legislative Audit and Review Commission fo
conduct a systematic evaluation of state government according to schedules and areas
designated for study by the General Assembly; and

WHEREAS, increased service costs, slowed revenue growth, and reduced federal aid
have created financial stress for many localities; and

WHEREAS, local governments are recognized as political subdivisions of the
Commonwealth and many localities have unique characteristics and capabilities which need
to be considered; and

WHEREAS, local governments have been required to comply with a growing aumber of
statutory and regulatory requirements in order to serve useful public purposes which have
been identified by the state and federal governmenis; and

WHEREAS, local efforts to comply with such requirements have continued to impose
additional fiscal pressures upon jocal governments, and

WHEREAS, local governments have continued to rely primarily tpon real property taxes
for an average of forty percent of their revenues, and the real property tax effort among
Virginia's localities ranks second among all Southern states; and

WHEREAS, the rate of increase in the frue value of real estate has slowed in recent
years, and the local governments should have methods other than real property taxes to
deal with state mandates; and

WHEREAS, in 1984, the Joint Legislative Audit and Review Commission reported that
localities consistently cited lack of funding as the primary problem in complying with state
mandates; and

WHEREAS, there is a continuous need to study the many complex issues concerning
federal, state, and local relations, including but not limited to, federal and state mandates
on local governments and their fiscal impact on local government; now, therefore, be it

RESOLVED by the House of Delegates, the Senate concurring, That the Joint Legisiative
Audit and Review Commission shall conduct a follow-up study focusing on the (i)
responsibilities of local governments for providing public services; (ii} differences in the
responsihilities of cities, counties, and towns; (iii) sources of revenue available to localities;
(iv) additional revenue sources that could be used to provide public services; and (v) the
Commonwealth’s responsibilities for providing public services and procedures for aiding local
governments.

The Joint Legislative Audit and Review Commission shall also consider the following
tssues: (i) the fiscal impact for localities in attempting to achieve state-required standards in
the fields of education, mental health and mental retardation, public health, social services,
and environmental protection; (ii) the types of intergovernmental relationships which would
be necessary for localities to efficiently and effectively provide services at levels required
by the Commonwealth; (iii) the Commonwealth’s responsibilities in providing technical and
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SENATE JOINT RESOLUTION NO. 45

Requesting the Joint Legislative Audit and Review Commission to study state and federal
mandates on local governments and the fiscal impact of the mandates.

Agreed to by the Senate, March 9, 1990
Agreed to by the House of Delegates, March 7, 1990

WHEREAS, the Legislative Program Review and Evaluation Act of 1978 (§ 30-66 et seq.
of the Code of Virginia) provides for the Joint Legislative Audit and Review Commission to
conduct a systematic evaluation of state government according to schedules and areas
designated for study by the General Assembly; and )

WHEREAS, increased service costs, slowed revenue growth, and reduced federal aid
have created financial stress for many localities; and

WHEREAS, local governments are recognized as political subdivisions of the
Commonwealth and many localities have unique characteristics and capabilities which need
to be considered; and _

WHEREAS, local governments have been required to comply with a growing number of
statutory and regulatory requirements in order to serve useful public purposes which have
been identified by the state and federal governments; and

WHEREAS, local efforts to comply with such requirements have continued to impose
additional fiscal pressures upon local governments; and

WHEREAS, local governments have continued to rely primarily upon real property taxes
for an average of forty percent of their revenues, and the real property tax effort among
Virginia's localities ranks second among all Southern states; and

WHEREAS, the rate of increase in the true value of real estate has slowed in recent
years, and the local governments should have methods other than reai property taxes to
deal with state mandates; and

WHEREAS, in 1984 the Joint Legislative Audit and Review Commission reported that
localities consistently cited iack of funding as the primary problem in complying with state
mandates; and

WHEREAS, there is a continuous need to study the many compilex issues concerning
federal, state, and local relations, including but not limited to, federal and state mandates
on local governments and their fiscal impact on local government; now, therefore, be it

RESOLVED by the Senate, the House of Delegates concurring, That the Joint Legislative
Audit and Review Commission shall conduct a follow-up study focusing on the (i)
responsibilities of local governments for providing public services; (ii) differences in the
responsibilities of cities, counties, and towns; (iii) sources of revenue available to localities;
(iv) additional revenue sources that could be used to provide public services; and (v) the
Commonwealth’s responsibilities for providing public services and procedures for aiding
local governments.

The Joint Legislative Audit and Review Commission shall aiso consider the following
issues: (i) the fiscal impact for localities in attempting to achieve state-required standards
in the fields of education, mental health and mental retardation, public health, social
services, and environmental protection; (ii) the types of intergovernmental relationships
which would be necessary for localities to efficiently and effectively provide services at
levels required by the Commonwealth; (iii) the Commonwealth’s responsibilities in providing
technical and financial assistance to local governments; and (iv) avenues or revenue
sources that the Commonwealth and localities should consider utilizing in order to provide
such public services.

Local governments and state agencies are requested to cooperate by providing any
information that the Joint Legislative Audit and Review Commission deems necessary for
the purpose of completing its study.

The Commission shall submit an interim report of its progress to the Governor and the
1991 Session of the General Assembly and shall complete its work in time to submit its
recommendations and final report {o the Governor and the 1992 Session of the General
Assembly as provided in the procedures of the Division of Legislative Automated Systems
for the processing of legislative documents. The Comimission is further encouraged to
present its study plan and interim and final reports to the Local Government Advisory
Council for its review and consideration.
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SENATE JOINT RESOLUTION NO. 235

Requesting the Joint Legisiative Audit and Review Comrnission lo study state and local
government partnerships.

Agreed to by the Senate, February 4, 1991
Agreed to by the House of Delegates, February 15, 1991

WHEREAS, the Legislative Program Review and Evaluations Act of 1978 (§ 30-66 et
seq. of the Code of Virginia) provides for the Joint Legisiative Audit and Review
Commission to conduct a systematic evaluation of state government according to schedules
and areas designated for study by the General Assembly; and

WHEREAS, there are increasing financial pressures on both the state and local
governments which are making it difficult to provide the desired range and level of
services; and

WHEREAS, it is desirable that services be provided, whether by the state or local
governments, in the most efficient manner possible so as to make the best use of financial
resources; and

WHEREAS, it is possible that services that have traditionally been performed by one
ievel of government might be more efficiently provided by another; and

WHEREAS, there may be services performed by one level of government which could
better be provided if shared between the state and local governments; and

WHEREAS, there is a continuous need to study the many complex issues concerning
state and local relations, inciuding, but not limited to, the division of responsibilities
between state and local governments, with a particular emphasis on funding obligations;
now, therefore, be it

RESOLVED by the Senate, the House of Delegates concurring, That the Joint Legislative
Audit and Review Commission be requested to conduct a study focusing on (i) identifying
specific governmental services and the provider of those services; (ii) considering whether
the services identified in (i) above can better be provided by the other level of
government, or whether provision of a service should be shared between the state and
local governments; (iii) determining how the responsibility for providing a service should
be assigned and how that entity is accountable for satisfactory provision of the service; and
(iv) identifying methods for insuring that the entity providing the service has adequate
funding or the ability to raise adequate resources to provide the service.

Specific service areas to be considered by the Joint Legislative Audit and Review
Commission shall include, but not be limited to: (i) transportation; (ii) education; (iii)
mental health/social services; (iv) environment; (v) constitutional officers; and (vi) jails and
corrections,

Local governments and state agencies are requested to cooperate by providing any
information that the Joint Legislative Audit and Review Commission deems necessary for
the purpose of completing its study.

The Commission shall submit an interim report of its progress to the Governor and the
1992 Session of the General! Assembly and shall complete its work in time to submit its
recommendations and final report to the Governor and the 1893 Session of the General
Assembly as provided in the procedures of the Division of Legislative Automated Systems
for the processing of legislative documents. The Commission is further encouraged to
present its study plan and interim and final reports to the Local Government Advisory
Council for its review and consideration,
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ITEM 13 OF THE 1990-92 APPROFPRIATION ACT
(Amended in the 1991 Session):

The Joint Legislative Audit and Review Commission, as part of its study of
State and federal mandates on localities (directed by HJR 156/SJR 45 of the 1990

General Assembly Session), shall examine possible alternatives to the current proce-
dures for estimating the costs of State mandates on local governments, including

procedures for estimating the full costs of implementing State mandates.
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Appendix B
Localities Which Responded to the
Local Government Survey

Winchestar. i Manassas Park
Artington
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Note: Comparison of respondents to 1991 and 1983 local government surveys: 96 localities responded to both surveys; 4 ]aocaslities did not respond
to either survey; 13 localities responded to the 1991 survey but not the 1983 survey; and 23 localities responded to the 1983 survey but not
the 1991 survey.

Source: JLARC survey of cities and eounties, summer 1991.
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Local Revenue Capacity Per Capita

Appendix C

LEVEL OF REVENUE CAPACITY

CHANGE IN REVENUE CAPACITY

Rank Scores:

1 = Lowest
136 = Highest

1885 1985 1889 1989 1985-1989 1985-1989 1985-88
Revenue Statewide Revenuse Statewide Daollar Change Percent Change Statewide

Coaunties Capacity Rank Capacity Rank In Capacity in Capacity Rank
Accomack County $478.20 55 $617.19 57 $138.99 29.07% 63
Albemarle County $665.99 115 $807.02 114 $241.03 36.19% 103
Alleghany County $456.18 38 $586.86 43 $130.68 28.65% 80
Amelia County $560.67 85 $683.82 75 $133.18 23.75% a7
Amherst County $438.90 33 $552.40 31 $113.50 25.86% 48
Appomattox County $473.33 47 $605.35 51 $132.02 27.89% 54
Atington County $1,011.29 132 $1,533.985 132 $522 66 51.88% 127
Augusta County $553.65 84 $729.37 83 $178.72 31.74% 87
Bath County $1,138.863 134 $3,351.13 136 $2,212.80 194.31% 136
Bedford County $567.19 87 $740.44 a8 $173.25 30.55% 77
Bland County $375.04 6 $459.83 4 $84.79 22.61% 26.5
Botetourt County $521.22 67 $675.03 69 $153.81 29.51% 66
Brunswick County $417.14 22 $823.49 24 $108.35 25.50% 458
Buchanan County $463.06 43 $884.73 32 $91.67 19.80% 18
Buckingham County $437.80 az $551.10 30 $113.20 25.85% 47
Campbell County $477.81 54 $641.38 63 $163.58 34.23% a8
Caroline County $483.90 59 $668.39 €6 $184.49 38.13% 109
Carroll County $372.88 4 $495.65 18 $122.77 32.92% 93
Charles City County $621.32 1] $671.04 &8 $1498.72 28.72% 81
Charlotte County $427.04 27 $546.49 28 $119.45 27.97% 55
Chesterfield County $657.96 113 $884.51 LR R $226.55 34.43% a9
Clarke County $681.20 118 $944.23 118 $263.03 38.61% 112
Craig County $506.45 63 $609.56 &3 $103.11 20.36% 19
Culpspar County $604.61 102 $825.87 107 $221.28 36.60% 104
Cumberiand County $443.01 35 $566.95 37 $123.94 27.98% 56
Dickenson County $443.87 36 $488.69 8 $42.82 9.65% 2
Dinwiddie County $456.70 39 $582.51 42 $125.81 27.55% 52
Essex County $645.50 111 $796.29 102 $150.79 23.36% 33
Fairfax County $844.97 127 $1,326.72 129 $481.75 57.01% 130
Fauquier County $878.68 129 $1,177.46 125 $298.78 34.00% 96
Floyd County $472.11 56 $600.81 49 $121.70 25.40% 44
Fluvanna County $605.16 103 $717.27 80 $112.11 18.53% 14
Franklin County $469.52 45 $623.73 &1 $154.21 32.84% 92
Frederick County $608.79 1058 $853.81 109 $248.02 40.25% 117
Giles County $474.72 50 $579.20 41 $104.48 22.01% 23
Gloucester County $611.89 106 $698.42 77 $86.53 14.14% [
Goochland County $683.05 120 $996.45 121 $313.40 45.88% 122
Grayson County $377.03 7 $469.90 8 $92.87 24.63% 39
Greene County $520.97 86 $677.94 71 $156.97 30.13% 73
Greensville County $4186.78 21 $539.56 27 $122.78 29.46% 65
Halifax County $408.18 19 $824.34 25 $116.16 28.46% 59
Hanover County $667.57 118 $815.54 116 $247.97 37.158% 108
Henrico County $648.23 112 $900.54 112 $252.31 38.92% 113
HMenry County $483.54 88 $593.93 47 $110.39 22.83% 31
Highland County $681.19 17 $857.07 110 $175.88 25.82% 46
Isle of Wight County $551.57 81 $676.84 70 $125.27 22.71% 29
James City County $744.72 123 $997.82 122 $253.10 33.98% 25
King and Queen County $529.50 72 $731.67 84 $202.17 38.18% P10
King George County $546.56 78 $762.37 85 $215.81 39.49% 115
King William County $589.62 28 $738.37 87 $148.75 25.23% 43
Lancaster County $714.58 122 $1,039.93 123 $328.38 45.53% 121
Lee County $319.71 1 $391.99 1 $72.28 22.61% 26.5

Source: JLARC staff analysis of data from the Commission of Local Government,.
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Appendix C

LEVEL OF REVENUE CAPACITY CHANGE IN REVENUE CAPACITY

Rank Scores: 1 = Lowest
136 = Highest
1985 1885 1989 1989 1985-19889 1985-1989 1985-89
Revenue Statewide Revenue Statewide Bollar Change Percent Change Statewide

Counties Capacity Rank Capacity Rank in Capacity in Capacity Rank
Loudoun County $878.41 128 $1,645.28 133 $766.87 87.30% 135
Louisa County $1,107.56 133 $1,313.67 128 $206.11 18.61% 18
Lunenburg County $396.44 13 $495.38 13 $98.24 24.96% 40
Madison County $568.71 89 $732.74 85 $164.03 28.84% 62
Mathews County $645.24 110 3827.66 108 $182.32 28.26% 57
Mecklenburg County $437.79 31 $596.04 48 3158.25 36.15% 102
Middiesex County $709.24 121 $939.79 117 $230.55 32.51% 21
Montgomery County $405.98 18 $555.32 34 $149.34 36.79% 105
Nelson County $628.05 108 $822.79 108 $184.74 31.01% 81
New Kent County $573.7% 94 $740.63 8% $166.88 28.09% 64
Northampton County $402.33 18 $822.36 23 $120.03 29.83% €9
Northumberfand County 681,70 119 $1,138.33 124 $458.63 66.98% 134
Nottoway County $419.15 25 $507.48 20 $88.33 21.07% 20
Orange County $602.25 101 $781.42 101 $178.17 29.75% 2121
Page County $472.72 46 $619.74 58 $147.02 31.10% 82
Patrick County $487 .17 40 $571.68 40 $114.51 25.05% 42
Pittsylvania County $411.18 20 $525.10 26 $113.91 27.70% 53
Powhatan County $491.55 60 $718.96 82 $227.41 46.26% 123
Prince Edward County $418.22 23 $495.61 14 $77.39 18.50% 13
Prince George County $354.23 3 $490.19 10 §135.96 38.38% 111
Prince William County $813.81 107 $908.95 118 $295.34 48.13% 124
Pulaski County $439.38 34 $570.91 39 $131.83 29.94% 71
Rappahannock County $746.01 124 $1,223.52 128 $477.51 64.01% 132
Richmond County $607.81 104 $799.83 103 $192.02 31.589% 88
Roanoke County $593.33 100 $777.18 100 $183.85 30.98% 79.85
Rockbridge County $497.09 B1 $6381.58 72 $184.49 37.11% 107
Rockingham County $523.95 69 $712.98 79 $189.03 36.08% 101
Russell County $389.25 11 $464.36 5 $75.11 19.30% 17
Scott County $335.00 2 $411.02 2 $75.02 22.33% 24
Shenandoah County $579.03 26 $764.59 a8 $185.56 32.05% 89
Smyth County $374.89 5 $494.42 12 $119.83 31.88% 88
Southampton County $477.67 53 $565.65 386 $87.98 18.42% 11
Spotsylvania County $664.88 114 $964.41 118 $299.53 45.05% 20
Stafford County $527.35 71 $763.04 26 $235.69 44.69% 119
Surry County $1,542.02 138 $1,897.93 134 $355.91 23.08% 32
Sussex County $553.48 82 $602.19 5O $48.71 8.80% 1
Tazewsll County $418.70 24 $499.41 17 $80.71 19.28% 16
Warren County $542.47 78 $736.48 86 $194.01 35.76% 100
Washington County $429.39 28 $540.69 28 $111.30 25.82% 49
Westmoreland County $571.39 g2 $740.72 80 $169.33 29.63% 87
Wise County $422.82 26 $487.44 9 $64.92 15.36% 7
Wythe County $430.09 29 $559.39 35 $129.30 30.06% 72
York County $577.78 95 $807.38 105 $229.80 38.74% 116
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Appendix C

LEVEL OF REVENUE CAPACITY

CHANGE IN REVENUE CAPACITY

Rank Scores:

1 = Lowest

136 = Highest
1985 1988 1989 1989 1285-1988 1985-1988 1985-89
Revenue Statewide Revenue Statewide Dollar Change Percent Change Statewide

Cities Capacity Rank Capacity Rank In Capacity in Capacity Rank
Alexandria City $957.45 131 $1,480.,98 131 $523.53 54.68% 129
Bedford City $467.32 44 $812.16 55 $144.84 30.99% 79.5
Bristel City $537.08 75 $680.40 64 $113.32 21.10% 21
Buena Vista City $381.57 ] $501.78 18 $120.21 31.50% 84
Charlottesville City $550.72 80 $718.00 81 $167.28 30.37% 75
Chesapeake City $525.08 70 $703.70 78 $178.62 34.02% a7
Cliften Forge City $391.10 12 $459.78 3 $68.68 17.56% 9
Colonial Haights City $537.18 76 $685.12 73 $147.94 27.54% 51
Covington City $477.54 52 $592.42 46 $114.88 24.06% as
Banville City $461.84 42 $812.62 21 $50.78 11.00% 4
Emporia City $810.656 &84 $891.87 45 $81.01 15.86% 3
Fairfax City $927.23 130 $1,484.40 130 $537.17 57.93% 13
Fallz Church City $1,464.89 138 $2,230.48 13% $765.59 52.26% 128
Franklin City $482.44 57 $6680.77 €65 $178.33 36.96% 106
Fredericksburg City $B853.49 83 $771.14 29 $217.68 39.32% 114
Galax City $569.98 91 $694.01 76 $124.03 21.76% 22
Hampton City $473.77 43 $623.28 60 $149.51 31.56% 85
Marrisonburg City $541.18 77 $801.82 104 $260.68 48.17% 128
Hopewell City $444.03 37 $555.06 33 $111.03 25.01% 41
Lexington City $397.08 15 $490.52 " $93.46 23.54% 34
Lynchburg City $518.33 65 $611.,48 54 $93.13 17.97% 10
Manassas City $816.14 128 $1,228.58 127 $412.44 50.54% 126
Manassas Park City $378.58 8 $630.72 62 $252.14 66.60% 133
Martinsville City $591.09 99 $670,64 &7 $79.85 13.46% 5
Nowport News City $473.74 48 $608.27 g2 §134.53 28.40% 58
Norfolk City $387.73 10 $475.95 7 $88.22 22.75% 30
Norton City $6831.22 74 $588.92 44 $87.70 10.86% 3
Patersburg City $433.40 30 $513.50 22 $80.10 18.48% 12
Poquoson City $568.92 90 $752.79 24 $183.87 32.32% 20
Portsmouth City $403.84 17 $499.24 16 $95.40 23.62% 35
Radford City $396.86 14 $505.49 19 $108.63 27.37% 8O
Richmond City $567.86 88 $741.62 91 $173.88 30.65% 78
Roanoke City $530.84 73 $692.72 74 $162.08 30.54% 76
Salem City $881.11 97 $763.82 a7 $182.51 31.41% 83
South Boston City $4851.36 41 $570.,72 38 $109.36 23.70% 36
Staunton City $502.09 62 $616.07 56 $113.98 22.70% 28
Suffolk City $477.20 51 $621.61 59 $144.41 30.26% 74
Virginia Beach City $573.45 93 $745.00 92 $171.855 29.92% 70
Waynesboro City $563.95 86 $750.82 83 $1886.87 33.14% 94
Williamsburg City $810.50 125 $992.80 120 $182.30 22.4%% 25
Winchester City $634.08 109 $805,02 113 $270.98 42.73% 118
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Appendix D

Local Revenue Effort

LEVEL OF REVENUE EFFORT

CHANGE IN REVENUE EFFORT

Rank Scores:

1 = Highest
136 = Lowest

1985 1985 1989 1989 1985-89 1985-83 1885-89
Revenue Statewide Revenue Statewide Change in Percent Change Statewide
Counties Effort Rank Effort Rank Effort in Effort Rank
Accomack County 0.6718 65 0.6892 YAl Q.0177 2.64% 90
Albemarie County 0.7999 51 0.7622 58 -0.0377 -4.71% 123
Alleghany County 0.7183 60 0.8380 44 0.2207 30.73% 3
Amelia County 05321 97 0.6402 80 0.1081 20.32% 17
Amherst County 0.5397 96 ©.5286 114 -0.0111 -2.06% 114
Appomattox County 0.4517 121 0.4496 130 -0.0021 -0.46% 108
Arlington County 1.0820 27 0.9418 43 -0.1402 -12.86% 133
Augusta County 0.5517 86 0.5987 90 0.047 8.52% 55
Bath County .5492 83 0.4387 132 -0.1125 -20.48% 136
Bedford County 0.4034 124 ©.4793 128 0.0759 18.82% 22
Bland County 0.4483 123 0.5819 96 0.1336 29.80% 4
Botstourt County 0.6024 77 0.8597 78 00573 9.51% 495
Brunswick County 0.6076 75 0.5810 93 -0.0166 -2.73% 117.5
Buchanan County 1.0697 31 1.2058 14 0.1459 13.77% 31
Buckingham County 0.5100 105 0.5224 119 0.0124 2.43% 24
Campbell County 05197 101 0.5108 122 -0.0092 -1.77% 111
Caroline County 0.4471 128 0.5604 102 0.11a33 25.34% 12
Carroll County 0.4652 116 ©.4577 129 -0.0075 -1.61% 110
Charles City County 0.7426 53 ©.8991 47 0.1565 21.07% 16
Charlotte County 0.4579 117 0.5138 121 0.0559 12.21% 36
Chesterfield County 0.8458 48 0.8529 42 0.1071 12.66% 34
Clarke County 0.5840 78 0.5494 105 -0.0446 -7.51% 127
Craig County 0.4441 128 0.4816 126 0.0375 8.44% 57
Cuipeper County 0.6258 72 0.6304 70 0.0648 10.36% 45
Cumbertand County 0.4478 124 0.4803 127 0.0325 7.26% 65
Dickenson County 1.0380 32 1.1519 23 0.1128 10.87% 43
Dinwiddie County 0.7140 82 0.7169 66 0.0029 0.41% 104
Essex County 0.5081 107 0.5452 107 0.0401 7.94% 80
Fairfax County 1.3075 5 1.1769 19 -0.1306 -9.88% 130
Fauguier County 0.5434 95 0.5937 91 0.0503 9.26% 53
Floyd County 0.5482 21 0.5643 100 0.0161 2.94% 88
Fluvanna County 0.5530 88 0.6246 84 0.0716 12.95% a2
Franklin County 0.48670 118 0.5221 120 0.05881 11.80% 28
Frederick County 0.6676 66 0.7065 68 0.0389 5.83% 77
Giles County ¢.6528 71 0.6688 75 0.0186 2.45% N
Gloucester County 0.5549 84 G.7600 69 0.1451 26.15% 10
Goochland County 0.5693 &1 0.6142 88 0.0449 7.89% 61
Grayson County 0.4123 132 0.4942 125 0.0818 19.86% 18
Greene County 0.6037 76 0.7180 65 0.1143 18.23% 21
Greensville County 0.7258 B8 0.8878 50 0.1317 18.14% 28
Halifax County 0.4793 tR B 0.5249 1186 0.04586 2.51% 49.5
Hanover County 0.6800 63 0.7201 64 0.0401 5.90% 76
Henrico County 1.0006 34 0.9787 38 -0.0219 -2.19% 115
Henry County 0.6153 74 0.5888 94 -0.0267 -4.34% 121
Hightend County 0.4261 128 0.5487 106 0.1226 28.77% 6
Iste of Wight County 0.6623 1] 0.8364 54 0.1741 26.29% 9
James City County 0.8510 46 0.8047 45 0.0537 6.31% 70
King and Queen County 0.5504 &7 0.6036 89 0.0532 2.67% 48
King George County 0.6216 732 0.6863 72 0.0647 10.41% 44
King William County 0.5488 89 0.8080 86 0.0602 10.87% 41
Lancaster County 0.4084 133 0.4370 131 0.0286 7.00% &7

Source: JLARC staff analysis of data from the Commission of Local Government.
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Appendix D

LEVEL OF REVENUE EFFORT

CHANGE IN REVENUE EFFORT

Rank Scores:

1 = Highest
136 = Lowest

1985 1985 1989 1989 1985-89 1985-89 1985-89
Revenue Statewide Revenue Statawide Change in Percent Change Statewide

Counties Effort Rank Effort Rank Effort in Effort Rank
Lee County 0.8731 80 0.6776 74 0.1048 18.23% 25
Loudoun County 0.8304 48 0.8417 52 0.0113 1.36% 100
Louisa County 0.3920 135 0.5402 108 0.1482 37.81% 1
Lunenburg County 0.5300 99 0.5833 a5 0.0533 10.06% 47
Madison County 0.5101 104 0.5518 104 0.0417 8.17% 59
Mathews County 0.4793 112 0.5239 117 0.0446 92.31% 52
Mecklenburg County 0.4133 131 0.4234 135 0.0101 2.44% 825
Middiesex County 0.4530 120 0.5088 123 0.0558 12.32% 35
Montgomery County 0.5873 78 0.6258 83 0.0385 B6.56% 68
Nelson County 0.5462 92 0.6318 81 0.0856 15.67% 29
New Kent County 0.7169 81 0.7344 62 0.0175 2.44% 92.5
Northampton County 0.7378 54 0.7383 81 0.0007 0.09% 106
Northumberland County 0.4447 127 0.4358 133 -0.0089 -2.00% 113
Nottoway County 0.4858 110 0.5388 110 0.0541 11.14% 40
Crange County 0.5583 82 0.6072 87 0.0479 8.56% 54
Page County 0.4588 118 0.4238 134 -0.0328 -7.18% 125
Patrick County 0.4727 114 0.5265 115 0.0538 11.38% 39
Pittsylvania County 0.3814 136 0.5236 118 0.1422 37.28% 2
Powhatan County 0.4837 119 0.5417 108 0.088 19.40% 20
Prince Edward County 0.4887 109 0.5063 124 0.0176 3.60% 85
Prince George County 0.7488 52 0.8283 55 0.0765 10.22% 46
Prince William County 1.1410 18 1.1944 18 0.0534 4.68% 79
Pulaski County 0.5120 103 0.6267 82 0.1147 22.40% 14
Rappahannock County 0.4134 130 0.3924 136 -0.021 -5.08% 124
Richmond County 0.5588 83 0.5354 113 -0.0234 -4.19% 119
Roanoke County 0.8508 47 0.8017 46 0.0512 8.02% 73
Rockbridge County 0.6631 87 07107 67 0.0476 7.18% 66
Rockingham County 0.5487 90 0.5663 a8 0.0176 3.21% 86
Russell County 0.6730 64 0.6042 88 -0.0688 -10.22% 131
Scott County 0.5293 100 0.5929 9z 0.063¢6 12.02% 37
Shenandoah County 0.5041 108 0.5371 112 0.033 6.55% 69
Sryth County 0.4448 126 0.5625 101 01177 26.46% 8
Southampton County 0.85310 a8 0.6849 73 $.1539 28.98% s
Spotsylvania County 0.6544 70 0.7260 63 0.0716 10.94% 42
Stafford County 0.8092 50 0.8570 51 0.0478 5.91% 75
Surry County 0.58182 102 0.6538 78 0.1374 26.62% 7
Sussex County 0.5448 93 (.6669 76 o.1229 22.41% 13
Tazewell County 0.6548 69 0.6605 77 C.CO59 0.90% 101
Warren County 0.5098 1086 0.5382 11 0.0284 5.57% 78
Washington County 0.4787 113 0.5733 a7 0.0948 19.76% 19
Westmoretand County ©.5444 24 0.55846 103 0.0102 1.87% a7
Wise County 0.8804 45 0.9533 41 0.0729 8.28% 58
Whythe County 0.4508 122 0.5851 99 0.1145 25.41% 11
York County 0.7248 59 0.7692 57 0.0444 6.13% 71.5
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Appendix D

LEVEL OF REVENUE EFFORT CHANGE IN REVENUE EFFORT
Rank Scares: 1 = Highest
136 = Lowest
1985 1985 1989 1989 1985-89 1985-29 1885-89
Revenue Statewide Reveanue Statewide Change in Percent Change Statewide

Cities Effort Rank Effort Rank Effort in Effort Rank
Alaxandria City 1.3329 4 1.2085 13 -0.1234 -9.26% 128
Bedford City 0.7329 57 0.7440 80 0.0111 1.51% 99
Bristol City 0.9844 38 1.0230 36 £.0386 3.92% 82.5
Buena Vista City 0.8704 40 1.1354 25 0.165 17.00% 27
Charlottesvifle City 1.3841 3 1.3809 4 0.0068 0.49% 103
Chesapeake City 1.0887 24 1.1665 20 0.0798 7.34% 64
Clifton Forge City 1.1081 21 1.1264 27 0.0183 1.65% o8
Colonlal Heights City 1.0134 33 1.0831 33 0.0397 3.82% 825
Covington City 1.0911 23 1.2945 7 0.2034 18.64% 23
Danville City £.9955 36 0.8398 83 -0.15587 -15.64% 134
Empeoria City 1.167% 16 1.3180 6 0.1485 12.72% 33
Fairfax City 1.2229 11 1.0962 32 -0.1267 -10.36% 132
Falls Church City 0.9266 42 0.7570 59 -0.1626 -18.30% 135
Frankilin City 0.8445 41 1.1528 22 0.2083 22.05% 15
Fredericksburg City 1.2612 8 1.2055 15 -0.0857 -4 42% 122
Galax City 0.9787 39 1.0387 34 0.06 6.12% 71.5
Hampton City 1.1853 14 1.1903 18 -0.005% -0.42% 107
Harrisonburg City (.8899 44 0.8731 48 -0.0168 -1.89% 112
Hopewslt City 1.2652 7 1.3724 5 0.1072 8.47% 56
Lexington City 1.0847 25 1.2645 10 0.1798 16.58% 28
Lynchburg City 1.1436 18 1.1658 21 0.022 1.92% 26
Manassas City 1.1232 20 1.1254 28 0.0022 0.20% 108
Manassas Park City 1.2823 6 1.2662 2 -0.0161 -1.26% 108
Martinsvilie City 0.7382 56 0.8728 49 0.13686 18.55% 24
Newport News City 1.2224 12 1.2675 8 0.0451 3.69% 84
Naorfolk City 1.4863 2 1.4232 2 -0.0631 -4,25% 120
Norton City 1.0889 28 1.1498 24 0.0808 7.57% 62
Petershurg City 1.2464 9 1.2184 12 -0.028 -2.25% 116
Poquoson City 0.7373 55 0.7924 56 0.0551 7.47% 83
Portsmouth City 1.228% 10 1.4122 3 0.1841 14.98% 30
Radford City 1.0996 22 1.1218 29 0.0223 2.03% 85
Richmond City 1.6353 1 1.6440 1 0.0087 0.53% 102
Roanoke City 1.1695 5 1.2211 1 0.0518 4.41% 80
Salem City 1.1685 17 1.1814 17 0.0329 2.84% 89
South Boston City 0.9986 35 0.9713 40 -0.0273 -2.73% 117.5
Staunton City 0.9854 37 1.0276 35 0.0422 4.28% 81
Suffolk City 0.9148 43 1.0604 38 0.0856 9.36% 51
Virginia Beach City 1.0682 29 1.1018 30 0.0338 3.15% 87
Waynesboro City 1.0648 30 1.1284 26 0.0639 6.00% 74
Williamsburg City 1.221% 13 1.0898 31 -0.1219 -9.98% 129
Winchester City 1.0834 26 1.0063 37 -0.0781 -7.21% 126
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Appendix E

Local Taxing Authority

Tax Authority of Virginia Cities and Counties

Localities Empowered

Tax Authority to Levy Tax
Real property Section 58.1-3200 Cites and counties
Tangible personal property  Section 58.1-3501 Cities and counties

Machinery and tools
Merchants' capital?

Business, professional,
& occupational licenses®
Sales and use

Motor vehicle license

Utility consumers
Transient occupancy

Mealsb

Incomec

Cigarettesd

Admissions

Recordation

Emergency 911

Section 58.1-3507
Section 58.1-3509

Sections 58.1-3700,
et al

Sections 58.1-605,
58.1-606

Section 46.2-752

Sections 58.1-3812,
58.1-3814

Sections 58.1-3819 to
58.1-3822, 58.1-3840

Sections 58.1-3833,
58.1-3840

Section 58.1-540

Section 58.1-3830

Sections 58.1-3818,
58.1-3840

Section 58.1-3800
Section 58.1-3813

Cities and counties
Cities and counties

Cities and counties
Cities and counties

Cities and counties

Cities and counties
Cities and counties
Cities and counties

Cities of Norfolk, Virginia
Beach, Alexandria, Fairfax,
Falls Church, Manassas, &
ManassasPark, and Counties
of Fairfax,Arlington, Loudon,
and Prince William

Cities and Arlington and
Fairfax Counties

Cities and Fairfax, Arlington
Dinwiddie, Prince George, and
Roanoke Counties

Cities and counties

Cities and counties

Source: Special Analysis of City and County Taxes, November 1991, Center for Public Service,
University if Virginia. Reprinted with the permission of the Center for Public Service.
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Tax Authority of Virginia Cities and Counties

Tax

Authority

Localities Empowered

to Levy Tax

Coal severance

Gas serverancef

(il severance®

Coal and gas road
improvementh

Utility license
Cable TV franchisel

Section 58.1-3712

Sections 58.1-3712,
58.1-3713.4

Section 58.1-3712.1
Section 58.1-3713

Section 58.1-3731
Section 15.1-23.1

Cities and counties

Cities and counties

Cities and counties

Cities and counties

Cities and counties

Cities and counties

Bank franchisel Sections 58.1-1208 to  Cities and counties
58.1-1211
Motor fuelsk Section 58.1-1720 Cities and counties

Note: This table summarizes the taxing authority of Virginia cities and counties allowed by statutory law. In addition,
cities which have incorporated the Uniform Charter Powers Act (§ 15.1-837 0 $15.1-907) into their charters have a general
taxing suthority {§ 15.1-841). Therefore, cities may levy taxes as a result of this provision, or through explicit suthority
granted in their charters, which are not included in this table,

Source: Commission on Local Government,”Taxing Powers Granted 1o Virginia Counties, Cities, and Towns,”
staff report dated June 1991.

2 The merchants’ capital tax may not be levied on any class on which a BPOL tax is levied.

b Counties may levy a meals tax only after approved in referendum, except for certain counties which may impose tax if

unanimously approved by board of supervisors.

€ The income tax is limited to a maximum of 1 percent and must be approved by referendum. Also, revenues must be used
for transportation facilides.

4 Cities may levy tax only if they had authority to do so prior to Januaray 1, 1977..

* The BPOL tax can be levied against specified types of businesses, However, no category can be required to pay both
merchanis' capital tax and BPOL tex.

f One-half of the revenues from the gas serverance lax in cities and counties in Southwest Virginia must by paid to the
Virginia Coalfield Economic Development (VCED) Fund.

B Authority expires in 1992,

h For Jocalities which comprise the Virginia Coalfield Economic Development Authority, three-fourths of the revenue
from this tax must be paid to the coal and road improvement fund and cne-fourth o the VCED Fund.

x:Citi:::s and counties may also levy BPOL tax on cable systems.
J Counties may tax only banks outside town corporate limits.

K The motor fuels sales tax may be levied only in cities and counties.which sre members of any transportation district with
mass transportation systems, or in any transportation district subject to § 15.1-1257 (b) (6) and contiguous to the
Northern Virginia Transportation District.
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Appendix F

Use of Local Taxing Authority
Summary of Local Taxes in Effect for Virginia Counties and Cities, Fiscal Year 1991-92

Localities

Real
Property
Tax

Public Service
Corporation
Tax

Personal
Property
Tax

Machinery
and Tools
Tax

Merchants’
Capital
Tax

Consumers’
Utility
Tax

Utility
License
Tax

Motor Vehicle
License
Tax

Cities

Alexandria
Bedford

Bristol

Buena Vista
Charlottesville

Chesapeake
Clifton Forge
Colonial Heights
Covington
Danville

Emporia
Fatrfax

Falls Church
Franklin
Fredericksburg -

Galax
Hampton
Harrisonburg
Hopewell
Lexington

Lynchburg

Manassas
Manassas Park
Martinsville
Newport News

HH MMM MR MMM MM KK M MMM M AR K K

HR MK M M MMM M MMM MMM KK MK KK

MR MK KA EME KM MM KK HK K HHEMHHENK

HKH MMM R MM HKHH KX XM MMM XM XK

PR HMHK KX HRHHAM XXX HXHXX: X

BN M P MMM MK MMM KK I MMM MM R X

PRI HRE MR HHMHHHE KR HERM XXM

Source: Special Analysis of City and County Taxes, November 1991, Center for Public Service,
University if Virginia. Reprinted with the permission of the Center for Public Service.
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Appendix G

Median Adjusted Gross Income

LEVEL OF MEDIAN AG! {ALL RETURNS)

CHANGE IN MEDIAN AGI (ALL RETURNS)

Rank Scores:

1 = Lowest

136 = Highest
1988 1985 1988 1989 1985-1988 1985-1989 1985-1988
Median Statewide Median Statewide Dollar Change Parcent Change Statewide

Counties AG} Rank AGH Rank in AGI in AGI Rank
Accomack County $11,572 2 $13,447 4 $1,875 16.20% 55
Albemarle County $12,183 1186 $23,892 119 $4,739 24.74% 114
Alleghany County $17.351 105 $18,637 96 $2,286 13.18% 33.5
Armelia County $13,701 32 $17.501 82 $3,800 27.74% 128
Amherst County $16,828 24 $18,706 86 $2,178 13.18% 33.5
Appomattox County $14,815 67 $17.177 15 $2,262 15.17% 42
Arlington County $23,394 131 $26,758 130 $3,364 . 14.38% 40
Augusta County $16,812 29 $20,006 97 $3,194 19.00% 73
Bath County $13,728 33 $15,765 28 82,037 14.84% 48
Bedford County $17.511 108 $21,040 108 $3,529 20.15% 87
Bland County $14,870 61 $17,824 73.85 $3,254 22.33% 106
Botetourt County $17,937 109 $21,154 111 $3,217 17.93% 87
Brunswick County $12,005 4 $14,162 5 $2,157 17.97% 68
Buchanan County $15,430 76 418,388 82 $2,958 19.17% 77
Buckingham County §12,221 8 $14,561 8 $2,340 19.15% 76
Campbell County $16,934 102 $19,063 a0 $2,129 12.57% 28
Caroline County $14,069 41 $17,742 70 $3,673 26.11% 120.5
Carroll County $13,743 34 $16,480 39 $2,747 12.99% 86
Charles City County $13,762 35 $16,834 48 $3,072 22.32% 105
Charlotte County $12,385 g $14,994 18 $2,639 21.36% a6
Chesterfield County $25,736 138 $29 459 134 $3,723 14.47% 42.5
Clarke County $16,289 a2 $21,023 107 $4,734 28.06% 131
Craig County $16,278 a1 $18,707 87 $2,429 14.92% 47
Culpeper County $15,548 77 $20,038 98 $4,480 28.88% 130
Cumberland County $12,157 ] $14,700 14 $2,543 20.92% 92
Dickenson County $15,019 B9 $16,428 37 $1,410 9.32% 13
Dinwiddie County $14,522 58 $17,462 80 $2,840 20.25% 88
Essex County $13.388 23 $16,18% 34 $2,797 20.88% g1
Fairfax County $27,283 136 $33,240 136 $5,957 21.83% 100
Fauquier County $20,406 124 $26,349 129 $5,943 29.12% 133
Floyd County $14,851 &4 $18,094 80 $3,243 21.84% 101
Fluvanna County $15,237 72 $19,096 21 $3,859 25.33% 117
Franklin County $16,266 73 $17,464 61 $2,198 14.40% 41
Frederick County $18,728 98 $21,213 112 $4,488 26.83% 124
Giles County $16,031 87 $19,3563 25 $3,322 20.72% a0
Gloucester County $18,356 112 $20,275 102 $1,91¢8 10.45% 16
Goochland County $16,858 100 $21,833 114 $4,975 29.51% 134
Grayson County $12,485 10 $14,894 16 $2,429 18.48% 81
Graene County $16,588 95 $21,062 109 $4,474 26.97% 125
Greensvitle County $13,108 17 $14,671 13 51,568 11.95% 23
Halifax County $13,643 28 $16,619 432 $2,976 21.81% a9
Hanover County $20,636 126 $25,781 126 $5,145 24.93% 118
Henrico County $20,457 125 $24,280 121 $3,823 18.69% 71
Henry County $14,743 82 $16,531 41 $1,788 12.13% 24
Highland County $14,249 47 $15,885 30 $1,738 12.18% 25
Isle of Wight County 417,957 110 $20,310 103 $2,353 13.10% 30
James City County $17,434 107 $22,042 115.5 $4,808 26.43% 122
King and Queen County $13,277 18 $16,067 32 $2,790 21.01% 94
King George County $17,430 106 $22,042 115.5 $4,612 26.46% 123
King William County $16,873 101 $20,094 100 $3,221 18.08% 74
Lancaster County $14,501 57 317,082 51 $2,581 17.80% 66
Lee County $12,322 8 $14,640 11 $2,318 18.81% 72

"Source: JLARC staff analysis of data from the Center for Public Service, University of Virginia.
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Appendix G

LEVEL OF MEDIAN AG! {ALL RETURNS) CHANGE IN MEDIAN AGI {(ALL RETURNS)
Rank Scores: 1 = Lowest
136 = Highest
1885 1885 1989 1989 1985-1988 1985-1989 1985-1989
Median Statewide Median Statewide Dollar Change Percent Change Statewide

Counties AGH Rank AGH Rank in AG| in AGI Rank
Loudoun County $25,327 134 $31,839 135 $6,612 28.11% 1205
Louisa County $14,353 53 $17.417 59 $3,064 21.3%% a5
Lunenburg County $11,927 3 $14,271 8 $2,344 19.65% 83
Madison County $14,373 54 418,873 88 $4,500 31.31% 135
Mathews County $18,789 98 $18.519 B84 $1,730 10.30% 15
Mecklenburg County $12,608 13 $14,663 12 $2,055 16.30% 56
Middlesex County $14,215 46 $17.141 53 $2,926 20.58% 89
Montgomery County $14,409 58 $17,588 66 $3,179 22.06% 103
Nelson County $14,279 49 $17,058 50 $2,779 12.46% 80
New Kent County $19,727 121 $286,110 128 $6,383 32.36% 138
Northampton County $10,456 1 $12,801 1 $2,345 22.43% 107
Northumberland County $13,675 an $16,07% 33 $2,400 17.55% &4
Nottoway County 513,289 20 $14,816 9.5 $1,327 9.99% 14
Orange County $15,411 75 $19,194 93 $3,783 24.55% 113
Page County $13,602 28 $16,459 38 $2,857 21.00% 93
Patrick County $14,435% 58 $17,521 83 $3,088 21.38% 97
Pittsylvania County 514,112 43 $17,748 72 $3,636 25.77% 119
Powhatan County $18,276 118 $23,962 120 $4,686 24.31% 112
Prince Edward County $12.687 14 $14,808 15 $2,121 16.72% 59
Prince George County $18,805 114 $20,805 106 $2,000 10.64% 17
Prince William County $24,361 133 $29,122 133 34,761 19.54% 82
Pulaski County $15,882 84.5 $17,588 76 $2,108 13.26% 35
Rappahannock County $16,208 80 $20,065 99 $3,857 23.80% 110
Richmond County $14,084 40 $16,226 35 $2,172 15.45% 52
Roanoke County $20,144 122 $23,385 118 3,221 15.98% 54
Rockbridge County $14,527 59 $17.,316 57 $2,789 19.20% 78
Rockingharm County $15,691 793 $19,168 92 $3,477 22.16% 104
Russeli County $14,833 63 $16,989 49 $2,158 14.54% 44
Scott County $15,698 80 $17,970 75 $2,272 14.47% 42.5
Shenandoah County $14,316 52 $18,479 83 $4,163 29.08% 132
Smyth County $13,848 37 $16,498 40 $2,850 19.14% 75
Southampton County $18,704 81 $18,564 85 $2,860 18.21% 70
Spotsyivania County $20,290 123 $25,205 124 $4,315 24.22% "
Stafford County $21,483 127 426,998 131 $5,518 25.67% 118
Surry County $13,988 39 $17.146 55 $3,158 22.58% 109
Sussex County $12,880 16 314,616 9.5 $1,736 13.48% 37
Tazeweil County $185,307 74 $18,020 78 $2,713 17.72% 1)
Warren County $16,183 88 $20,251 101 $4,088 25.28% 116
Washington County $14,173 45 $18,027 79 $3,854 27.19% 126
Westmoreland County $12,881 15 $14,960 17 $2,089 16.32% 57
Wise County $16,203 89 $17,622 64 $1,319 8.14% 2]
Wythe County $13,427 24 $15,758 27 $2,331 17.36% 63
York County $18,973 118 $22,624 117 43,651 19.24% 79
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LEVEL OF MEDIAN AGE (ALL RETURNS)

Appendix G

CHANGE IN MEDIAN AGI {ALL RETURNS}

Rank Scores; 1 = Lowest
138 = Highest
1285 1985 1989 1889 1985-1289 1885-19389 1985-1988
Median Statewide Median Statewide Doilar Change Percent Change Statewide

Cities AGI Rank AGI Rank in AGI in AG| Rank
Alexandria City $21,844 128 $25,113 122 $3,668 18.57% 58
Bedford City $13,608 27 $15,108 20 $1,500 11.03% 20
Bristol City $13,348 21 $16,988 48 $3,638 27.26% 127
Buena Vista City $14,987 &8 $16,590 42 $1,803 10.70% 18
Charlottesville City $13,633 28 $16,320 36 $2,687 19.71% 84
Chesapeske City $18,657 113 $21,778 113 3,121 18.73% 80
Clifton Forge City $13,566 25 315,221 23 $1,655 12.20% 26
Colonial Heights City $19,234 17 $20,703 108 $1,469 7.64% 8
Covington City $13,650 30 $15,446 24 $1,798 13.16% 31
Danville City $13,374 22 $15,660 26 $2,286 17.09% 61
Emporia City $12,507 11 $14,418 7 $1.en 15.28% 51
Fairfax City $23,884 132 $25,862 127 $1,878 8.28% 10
Falls Church City $18.707 119.5 $21,120 110 $1,413 7.17% 3
Frankiin City $15,068 70 $16.747 45 $1.672 11.14% 21
Frederickshurg City $15,716 83 $18,004 77 $2,288 14.56% 45
Galax City $12,291 7 $13,349 3 $1,058 8.81% 12
Hampton City $17,088 104 $18.930 89 $1,842 10.78% 19
Harrisonburg City $14,312 51 $17.379 58 $3,067 21.43% 98
Hopewell City $15,882 B4.5 $17.,145 54 $1,263 7.95% 8
Lexington City $15,714 82 $17.645 &7 $1,931 12.29% 27
Lynchburg City $14,892 68 $16,930 47 $2,038 13.69% 38
Manassas City $22,958 130 $28,138 132 $8,180 22.56% 108
Manassas Park City $19,707 119.8 $25,188 123 $5,481 27.81% 128
Martinsville City $13,285 19 $15,034 19 $1,748 13.17% 32
Newport News City $17.031 103 $18,360 81 $1,329 7.80% 7
Norfolk City $14,078 42 $15,1358 21 $1.057 7.51% 5
Norton City $14,147 44 $15,184 22 $1,037 7.33% 4
Petersburg City $12,533 12 $13,239 2 §$706 5.63% 2
Poquoson City $21,8858 129 $25,214 125 $3,32¢0 15.21% 50
Portsmouth City $15,183 71 $15,842 28 $789 5.21% 1
Radford City $186,319 23 §17,683 68 $1,364 8.36% 11
Richmond City $14,263 48 $186,720 44 $2,457 17.23% 82
Roancke City $13,788 36 $15,587 25 $1,801 13.06% 23
Salem City $16,787 87 $19,3058 94 $2,518 15.00% 48
South Boston City $13,855 38 $16,036 31 $2,181 15.74% 53
Staunton City $14,87 85 417,568 65 $2,687 18.14% 69
Suffolk City $15,638 78 $17.723 68 $2,085 13.33% 36
Virginia Beach City $18,130 111 $20,837 104 $2,807 13.83% 39
Waynesharo City $16,028 88 $17,824 73.5 $1,796 11.21% 22
Williamsburg City $14,287 80 $17,117 52 $2,830 19.81% 85
Winchester City $14,853 60 $17,744 71 $3,19 21.93% 102
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Appendix H

Local Fiscal Stress Scores

Rank Score: 1T = Highest Stress
136 = Lowest Stress

1389 1989
Fiscal Stress Rank L.evel of
Counties Index Score Score Stress

Accoemack County 171.96 31 Above Average Stress
Albemarie County 156.03 115 Below Average Stress
Alleghany County 168.27 48 Above Average Stress
Amelia County 168.30 74 Above Average Stress
Amherst County 162.56 87 Below Average Stress
Appomattox County 162.50 88 Balow Average Stress
Arlington County 145.53 131 Low Stress

Augusta County 160.59 101 Below Average Stress
Bath County 126.18 138 Low Stress

Bedford County 156.58 111 Below Average Stress
Bland County 166.82 63 Above Average Stress
Botetourt County 160.66 100 Below Average Stress
Brunswick County 170.55 38 Above Average Stress
Buchanan County 176.24 18 High Stress

Buckingham County 168.55 48 Above Average Stress
Campbell County 161.00 97 Below Average Stress
Caroline County 163.64 81 Below Average Stress
Carrofl County 165.34 73 Above Average Stress
Charles City County 170.87 36 Above Average Stress
Charlotte County 168.59 45 Above Average Stress
Chesterfield County 151.83 127 Low Stress

Clarke County 188,13 121 Low Stress

Craig County 161.46 84 Balow Average Stress
Culpeper County 160.48 102 Below Average Stress
Cumberland County 167.64 54 Above Average Stress
Dickenson County 176.82 14.5 High Stress

Dinwiddie County 187,40 57 Above Average Stress
Essex County 163.18 8% Below Average Stress
Fairfax County 144,78 133 {.ow Stress

Faugquier County 145.19 132 Low Stress

Floyd County 164.26 78 Below Average Stress
Fluvanna County 162.54 a8 Below Average Stress
Franklin County 163.63 &2 Below Average Stress
Frederick County 159.02 108 Below Average Stress
Giles County 164.37 77 Below Average Stress
Gloucester County 160.95 28 Below Average Stress
Goochland County 155.24 120 Low Stress

Grayson County 168.80 42 Above Average Stress
Greene County 162.67 86 Below Average Stress
Greensville County 174.46 22 Above Average Stress
Halifax County 167.05 58 Above Average Stress
Hanover County 153.30 125 Low Stress

Henrico County 158.81 108 Below Average Stress
Henry County 166.24 62 Above Average Stress
Highland County 162.285 90 Below Aversge Stress
iste of Wight County 164.44 76 Below Average Stress
James City County 159.27 105 Below Average Stress
King and Queen County 165.58 71 Above Average Stress
King George County 159.60 103 Below Average Stress
King William County 161.48 83 Below Average Stress
Lancaster County 155.62 119 Below Average Stress
{ee County 173.61 25 Above Average Stress
{Loudoun County 137.10 135 Low Stress

Source: JLARC staff analysis of data from the Commission of Local Government.
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Appendix H

Rank Score: 1 = Highest Stress
136 = Lowest Stress

1989 1989
Fiscal Stress Rank l.eval of
Counties Index Score Score Stress

Louisa County 154.81 122 L.ow Stress

Lunenburg County 170.32 39 Above Average Stress
Madison County 181.72 g1 Below Average Stress
Mathews County 157.43 110 Beiow Average Stress
Mecklenburg County 165.62 70 Above Average Stress
Middlesex County 159.01 107 Below Average Stress
Montgomery County 166.48 66 Above Average Stress
Nelson County 163.91 80 Below Average Stress
New Kent County 156.26 114 Below Average Stress
Northampton County 174.90 20 High Stress

Northumberland County 155.98 1186 Below Average Stress
Nottoway County 169.04 41 Above Average Stress
Orange County 161.16 96 Below Average Stress
Page County 163.57 83 Below Average Stress
Patrick County 164.22 79 Below Average Stress
Pittsylvania County 165,72 68 Above Average Stress
Powhatan County 155.83 117 Beliow Average Stress
Prince Edward County 168.78 43 Above Average Stress
Prince George County 165.92 &7 Above Average Stress
Prince William County 156.36 113 Below Average Stress
Putaski County 165.21 75 Above Average Stress
Rappahannock County 148.96 128 Low Stress

Richmond County 163.35 84 Below Average Stress
Roancke County 160.80 29 Below Average Stress
Rockbridge County 166.59 65 Above Average Stress
Rockingham County 161.57 92 Relow Average Strass
Russell County 168.18 49 Above Average Stress
Scott County 167.08 58 Above Average Stress
Shenandoah County 161.32 as Below Average Stress
Smyth County 167.7C 83 Above Average Stress
Southampton County 166.684 84 Above Average Stress
Spotsylvania County 153.32 124 Low Stress

Stafford County 155.64 118 Below Average Stress
Surry County 148.58 130 Low Stress

Sussex County 170.57 37 Above Average Stress
Tazewell County 166.96 61 Above Average Stress
Warren County 158,43 104 Below Average Stress
Washington County 165.64 69 Above Average Stress
Westmoreland County 165.43 72 Above Average Stress
Wise County 172.42 30 Above Average Stress
Whythe County 167.55 55 Above Average Stress
York County 158.66 109 Below Average Stress
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Appendix H

Rank Scora: 1 = Highest Stress
136 = Lowest Stress

1989 1989
Fiscal Stress Rank Level of
Cities Index Score Score Stress
Alexandria City 153.35 123 Low Stress
Bedford City 170.09 40 Above Average Stress
Bristol City 172.56 28 Above Average Stress
Buena Vista City 177.82 10 High Stress
Charlottesviile City 179.4% 7 High Stress
Chesapeake City 167.90 51 Above Average Strass
Clifton Forge City 178.95 & High Stress
Colonial Heights City 167.02 60 Above Average Strass
Covington City 172.13 8 High Stress
Danville City 174.09 24 Above Average Stress
Emporia City 182.12 4 High Stress
Fairfax City 149.80 128 Low Stress
Falls Church City 137.78 134 Low Stress
Franklin City 175.84 18 High Stress
Fredericksburg City 172.72 27 Above Average Stress
Galax City 176.82 14.5 High Stress
Hampton City 172.82 26 Above Average Stress
Harrisonburg City 187.54 56 Above Average Stress
Hopewell City 178.50 b ] High Stress
Lexington City 177.40 12 High Stress
Lynchburg City 175.80 17 High Stress
Manassas City 152.64 126 Low Stress
Manassas Park City 168.35 47 Above Average Stress
Martinsville City 171.80 32 Above Average Stress
Newport News City 175.156 19 High Stress
Norfolk City 183.73 1 High Stress
Norton City 177.10 13 High Stress
Petersburg City 182.55 3 High Stress
Poguoson City 156.37 112 Below Average Stress
Portsmaouth City 181.58 5 High Stress
Radford City 174.62 21 High Stress
Richmond City 182.85 2 High Stress
Roancke City 177.79 1 Migh Stress
Satem City 171.20 34 Above Average Stress
South Boston City 174.40 23 Above Average Stress
Staunton City 172.45 29 Above Average Stress
Suffolk City 171.10 35 Above Average Stress
Virginia Beach City 1867.74 52 Above Average Stress
Waynesbaro City 171.78 33 Above Average Stress
Williamshurg City 168.69 44 Above Average Stress
Winchester City 167.98 50 Above Average Stress
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Appendix [

Percentage of Localities Citing Mandates as Unreasonable

Governmental Activity Percent
Financial Assistance 46%
To the Needy
Eligibility Reguirements 44
Program Requirements 52
Spectal Education 45
Curviculum Regquirements 27
Staff-to-pupil ratio 46
Requirements
Staff certification 39
Requirements
Social Services 43
Administration
Personnel Requirements 43
Reporting Reguirements 46
Social Services for the 39
Neady
Eligibility Requirements 32
Service Requirements 46
Refuse Disposal 37
Sanitary Landfill 58
Requirements
Storm Water Management 35
Wetlands Management 33
Chesapeake Bay 22
Preservation Requirements
Rafuse Collection 27
Recycling 46
Wastewater Treatment 20
Permit Reguirements 33
Plant construction/maintenance 14
requirements
Personnel reguirements 6
Reporting requirements 17
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PERCENTAGE OF CITIES AND COUNTIES
CITING MANDATES AS UNREASONABLE

Governmental Activity

Corrections and Detenticn
Staffing requirements
Jail constr/maint

requirements
Court service unit
requirements
Reporting requirements

Elementary and Secondary
Education
Curriculum requirements
Staff-to-pupil ratio
requirements
Staff certification
requirements
Teacher Salary
requirements
Pupil transportation
requirements
School construction
requirements
Administrative
requirements

Elactions

Mental Health, Mental Retardation,
and Substance Abuse Services
Emergency services
Licensing and certification
Administrative requirements

Water Treatment and Disiribution
Permit requirements
Piant construction/maintenance
reqguirements
Personnel reguirements
Reporting requirements

General and Financial Administration
Erosion and Sediment Control

Revenue Assessment and Collection
Services

168

Percent

19%
29
31
21
13
19

23
28

22
36
14
26
32

-

15
i4

10
23
27




PERCENTAGE OF CITIES AND COUNTIES
CITING MANDATES AS UNREASONABLE

Governmental Activity Percent
Yoter Registration 12%
Courts A
Construction and maintenance 15
requirements
Administrative requirements 12
Emergency Rescue Services 11
Training requirements 24
Planning and Community Development 10
Prosecution 10
Public Health Services 10
Service requirements 12
Administrative requirements 14
Public Libraries 10
Air Pollution Control 9
Law Enforcement 9
Training reguirements 8
Reporting reguirements 12
Maintenance of Highways, Streets, 8
Bridges, and Sidewalks
Planning requirements 9
Construction requirements 10
Maintenance reguirements 12
Right-of-way requirements 15
Inspections 7
Fire Protection 6
Training requirements 13
Parks and Recreation 3

Source: JLARC staff survey of cities and counties, summer 1997.
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Appendix J

Note on Responses to the JLARC Exposure Draft

As part of JLARC's data validation process, the Governor's Secretaries and
State agencies involved in a study effort are given the opportunity to comment on an
exposure draft of the report. Appropriate technical corrections resulting from the
comments have been made in this version of the report. The written comments are on
file at the JLARC staff offices and may be inspected upon request.
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