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December 12, 2012
The Honorable John M. O’Bannon III
Chair, Joint Legislative Audit and Review Commission
General Assembly Building
Richmond, Virginia 23219
Dear Delegate O’Bannon:
Section 30-58.3 of the Code of Virginia requires JLARC to produce an annual
report on state spending growth over the prior ten years. This report covers the
period from FY 2003 to FY 2012 and is the twelfth report in the series.
The findings of this review were presented to the Commission on
November 13, 2012.
On behalf of the Commission staff, I would like to express our appreciation
for the assistance provided by staff of the Departments of Accounts and Planning
and Budget.
Sincerely,

Glen S. Tittermary
Director
GST/mle











The budget is a complex instrument that channels money from many different sources to a
variety of functions and programs. It incorporates numerous trends and changes into a single dollar figure representing all state government activities, and is perhaps the single most
important statement of policies and priorities for Virginia.
In FY 2012, Virginia’s budget totaled $40.4 billion and included 151 agencies and 196 programs.
Virginia’s overall fiscal health is driven by numerous factors:


Population: As a fast-growing state in terms of population (12th fastest growing
in 2011), each year more residents are paying taxes and requiring public services.



Economic factors: Wages and personal income in Virginia outpaced the nation
during the FY 2003 to FY 2012 period, and unemployment remained below the
national average.



State spending: Overall budget growth slowed dramatically in FY 2008 as a result of the nationwide economic downturn, but increased by nearly 5% in FY
2011 and 3.5% in 2012, due in part to an infusion of federal stimulus funds and
growth in other non-general funds. The overall budget continued to grow even
though most state agency budgets were reduced during the period.

Section 30-58.3 of the Code of Virginia (Appendix A) requires the Joint Legislative Audit
and Review Commission (JLARC) to develop an annual report on growth in state spending
over the prior five biennia, and to identify the largest and fastest growing functions and
programs in the budget and analyze long-term trends and causes of spending in these programs.
Prior reports reviewed spending and budget growth over different periods between FYs
1981 and 2011. This report is the 12th in the series and focuses on trends during the past
ten years, from FY 2003 through FY 2012. The report focuses on the state’s operating budget and therefore excludes capital spending.
As in prior editions, this report does not address the merits or adequacy of funding for governmental functions, agencies, or programs. An inherent limitation in an analysis of spending and budget growth is that it does not address the appropriateness of the expenditure
amount in either the base or end year. For example, a rate of growth that might be appropriate for a program that was inadequately funded in the first year might be excessive for a
program that was adequately funded. This report identifies potential underlying long-term
factors that appear to provide some explanation for budget growth. Of the numerous perspectives from which budget growth can be examined, key economic, policy, historical, and
technical factors are considered.

Virginia has had long-term budget growth for many years. As noted in the first JLARC report on state spending, issued in January 2002, Virginia’s total operating appropriations
grew an average of 7.9% annually from FY 1981 to FY 2000. Even in years of national recession and decline in the state general fund, the total state budget continued to increase
due to growth in non-general funds.
In the general fund’s “down” years over the last decade (FYs 2008-2010), growth in nongeneral funds continued to drive up total appropriations. Overall annual budget growth
from FY 2003 to FY 2012 averaged 5.5%, with non-general fund growth increasing 7.2% on
average. General fund growth, however, averaged 3.6% over the ten-year period.
Growth in total appropriations continued through the 2000s but
slowed to a near stop by FY 2010 only to resume in FYs 2011 and
2012 (Table 1). Total appropriations grew by about 6% in FYs 2003
and 2004. The nearly 11% growth in FY 2005 stemmed not only
from a healthy economy but also from state tax policy changes
adopted in 2004, leading to three years of above-average budget
growth. By FY 2008, total budget growth slowed to less than 3%
and in FY 2010 was only 0.3%. FY 2012’s total budget grew by
3.5% as a result of increases in general and non-general funds.
The upward trend in state general fund appropriations ceased in
FY 2007, although the total budget continued to grow slowly in
subsequent years. Prior to FY 2007, there had been only two
“down” years for the general fund (FYs 1992 and 2002). FYs 2008
through 2010 saw general fund appropriations decline by $2.2 billion, or 13%, an average decline of more than 4% per year. This was the first time since at
least the early 1960s that the general fund declined in two or more consecutive years. In FY
2012, there was a 5.7% increase in general funds and a 2.1% increase in non-general funds.

Non-general funds continued to grow for several reasons, including increases in federal
funds, tuition payments at colleges and universities, and child support enforcement payments. Some of this shift was expressly to offset the decline in general funds. For example,
the federal government provided an infusion of funds to states in FY 2010 to offset declines
in state funding for education, health care, and other activities.
Another important change occurred during the last decade—the general fund declined as a
portion of the total state budget. In FY 2002, for example, general funds totaled 51% of operating appropriations. Starting in FY 2003, however, non-general funds represented a majority of the state’s budget. By FY 2012, non-general funds represented 60% of operating
appropriations, compared to just 40% for general funds. The dominance of non-general
funds in the budget means that the size and growth of the state budget may be less reflective of the state’s economic activity and population growth and more the consequence of policy choices that affect the sources of revenue for these funds—such as decisions about college tuition, gasoline taxes, and the unemployment trust fund—and federal decisions about
funding for states and localities.

Changes in population levels and demographics can drive public sector budgets. Virginia’s
population increased 10% from 2003 to 2011, the most recent year for which data is available (Table 2). Not only do localities that are gaining or losing significant numbers of people
tend to have different needs and expectations for public services, two age groups in particular—older residents and the school-age population—may influence the provision of state
services and funding. The number of Virginians 65 years of age and older increased 12%
more than the overall population between 2003 and 2011. Over the same period, the number of Virginians under the age of 18 grew more slowly than the overall population.
Inflation also explains some of the increase in Virginia’s budget. As
measured by the change in the consumer price index from FY 2003
through FY 2012, inflation increased by 25%. This means that the
state budget would have had to increase by that percentage just to
maintain the same service levels as in FY 2003. Controlling for the
effects of inflation, Virginia’s total appropriations increased by 29%
over the period, the non-general fund budget increased 49%, and
the general fund budget increased 8% (Figure 1).
Adjusting for inflation by converting FY 2003 appropriations into FY 2012 dollars helps
better explain underlying budget changes. Taking into account both inflation and population growth, general fund appropriations varied by small amounts throughout most of the
period, running fairly close to the ten-year per capita average of $2,037 (Figure 2).

Virginia’s per capita inflation-adjusted overall budget growth of 18% from FY 2003 through
FY 2012 resembled the 50-state average spending growth over a similar ten-year period.
Appropriation data for the 50 states are unavailable, but data on state expenditures collected by the National Association of State Budget Officers (NASBO) from FYs 2001 through
2010 shows that Virginia’s spending growth of 22% ranked 21st among the 50 states, after
adjusting for inflation and population growth. In comparison, West Virginia’s per capita inflation-adjusted spending growth was 114% and North Carolina’s rate was 25% during that
period. (The NASBO report focused on expenditures, including capital outlay and the expenditure of bond proceeds while this report focuses on final operating appropriations, excluding capital.)
Virginia’s economic growth outpaced the nation for most of the period under review. A
growing economy typically means an increasing, wealthier population that generates increasing revenues as well as expectations of additional public services, from roads to
schools and public safety. Importantly, economic growth favored some regions of the state
more than others.
Several key economic indicators point to Virginia’s strong performance during this period.
For example,


Virginia’s share of the gross domestic product (GDP) outperformed that of the nation
as a whole between 2003 and 2012, rising by 40% compared to the national rate of
34%. When adjusted for inflation, Virginia’s GDP increased by 12% between 2003
and 2011. This growth compares favorably to the 8% inflation-adjusted increase in
the U.S. GDP.



Personal income in Virginia also increased over the last decade. On an inflationadjusted basis, personal income in Virginia rose by 12% between 2003 and 2011
compared to a nationwide increase of 8%.



Virginia also experienced growth in its labor force over the last ten years. The
statewide unemployment rate in July 2011 (6.1%) ranked 42nd (ninth lowest among
the 50 states). Total employment in Virginia grew by approximately 4% over the period under review, totaling over 3.6 million employed in July 2011. Comparatively,
nationwide employment only increased by 0.8% during the ten-year period.

While inflation, population growth, and economic growth help explain state budget growth
over the last decade, additional factors are also at work. Policy decisions that establish and
change programs and services for specific populations are reflected in the budgets for those
programs. Virginia's budget also fluctuated with federal, state, and in some cases, local decisions to expand or diminish programs and activities.
The broad demographic and economic changes described above influenced the workload of
state agencies, although there is no consistent trend. Some agency workloads grew significantly while others declined, and the link between measurable workloads and an agency or
program budget is not always clear or consistent. The main reason for this inconsistency is
that agency budgets are driven by an array of factors, including not only changes in workload but also the adequacy of the budget and policy decisions to change programs, staffing,
and funding levels. An agency’s increased use of technology can also affect costs.
Federal funds grew as a portion of Virginia’s budget during the period under review. At the
beginning of the period, federal funds accounted for $3.7 billion or 15% of the state budget.
By FY 2012, Virginia’s federal funds increased to $6.3 billion and their share of the state
budget had risen to 16%. Part of this growth occurred late in the ten-year period as a result
of the federal government’s response to the recession that began in 2008. The 2009 American Recovery and Reinvestment Act (ARRA) provided additional federal funds (stimulus
funds) to the states. Virginia and its localities received approximately $6.3 billion from FY
2009 through FY 2011. Of this total, the General Assembly appropriated approximately
$1.54 billion in FY 2010 and $1 billion in FY 2011 (Table 3). Virginia did not receive any
stimulus funds in FY 2012.
Most federal funding requires a state funding match under federal law. The match rate varies from program to program. In some cases, simply to continue participating in a federal
program requires substantial state funding. For example, Medicaid is the largest federal
program in the Virginia budget, with $3.8 billion in federal funds (53% of all federal funds
in Virginia’s budget) and a total budget of $7.4 billion in FY 2012. The state’s match rate
for Medicaid was about 50% for most of the decade under review. ARRA enhanced the federal share to 65% for FYs 2010 and 2011, lowering the state-required match to 35% of program spending.

Virginia has accommodated a variety of mandatory federal enhancements of the Medicaid
program over the years. Examples of federally required spending increases include rate increases for certain Medicaid-funded services and early intervention services for certain
young children. In addition, state agencies are required to comply with various federal regulations designed to achieve goals such as workplace safety and environmental protection.
These requirements may not always be considered mandated services, but still add to state
government’s costs of doing business.
Virginia enjoys a disproportionate share of federal government spending due to its proximity to Washington, D.C., and the large military presence in the state. For instance, in federal
FY (FFY) 2010 (the most recent year for which data is available), Virginia ranked second
among the states in total federal spending per capita. In that year, the federal government
spent $136 billion in Virginia (down from $155.6 billion in FFY 2009). The largest share of
federal spending in Virginia ($58 billion or 43%) was for procurement of goods and services,
including services provided by federal contractors based in Virginia.
Although Virginia receives and appropriates a substantial amount of federal funds, the
Commonwealth is not a large recipient of federal funds in per capita terms. Since FFY
1995, Virginia has ranked between 47th and 50th among the states in terms of per capita
receipt of federal grant awards. In 2010, Virginia ranked 48th.
The following are some of the requirements and federal programs that also contribute to
state budget growth:


No Child Left Behind Act, and special education funding requirements



Clean Water Act, and other environmental programs



Base Realignment and Closing Commission (BRAC) requirements, which led to
state spending on infrastructure to accommodate realignment



2002 Help America Vote Act, which required a state match for more than $58
million in federal funds for election equipment and other improvements



Family Access to Medical Insurance Security (FAMIS)



Real ID Act, which required state-issued driver’s licenses and identification cards
to meet federal standards



Medicare Part D prescription drug benefit



Tobacco Master Settlement Agreement

A key reason for consistent growth in the state budget, even in years when the general fund
declined, has been the steady growth of non-general funds. The uses of these funds are governed by statute and now account for 60% of the total budget. Non-general funds grew by
86% over the last ten years, outpacing the 35% growth in the general fund (Table 4).
The inclusion of non-general funds in the budget can be traced to the requirement in the
Constitution of Virginia that all state spending can occur only as provided by appropriations made by the General Assembly. Although the general fund budget tends to receive
more attention than the non-general fund portion (in part because fewer decisions are made
about non-general funds during each year’s General Assembly session), funds from all
sources must be included in the budget and appropriated before they may be spent.
The Commonwealth draws upon more than 1,600 sources of revenue. The state accounting
system groups funds from all these sources into the nine broad categories shown in Table 4.
(See Appendix I: Major Uses of Non-General Funds, FY 2012, available at
http://jlarc.virginia.gov under Fiscal Analysis.)
As illustrated in Table 4, growth in all categories of non-general funds exceeded the general
fund’s overall growth rate of 35% from FY 2003 to FY 2012. To a large extent, growth in
non-general funds reflects trends in the specific activities that generate money, such as the
issuance of bonds, increased product sales (in the case of the Department of Alcoholic Beverage Control or the Virginia Lottery, for example), increasing college tuition payments, increased child support payments, and funds paid by local governments and by the federal
government. Growth in these sources helps drive increases in the state budget. However,
some of the non-general funds with the highest growth rates remain relatively small as a
percentage of the state’s total budget.

g

The overall state budget grew by 62% (unadjusted for inflation) between FYs 2003 and
2012. A handful of large agencies dominated the budget throughout this period. In addition,
the largest agencies in FY 2003 in terms of total appropriations were also the largest in FY
2012 (Table 5). The four largest agencies accounted for half of Virginia’s budget in both
years.

The vast majority of Virginia’s budget growth was concentrated in a handful of agencies:
55% of all budget growth occurred in DMAS, VDOT, DOE (direct aid to local school divisions), and UVA. Agencies with the largest growth generally are also those with the largest
appropriations. Four of the top five agencies with the most growth
in total appropriations (Table 6) are also among the top five in Table 5, and there is considerable overlap among the remaining agencies in each table. (Tables C-1 through C-3 in Appendix C supplement Tables 6, 10, and 12 by showing the results of aggregating the
18 higher education agencies.)
General fund revenues and appropriations are intended for the general purposes of government and are not dedicated or restricted to a specific use. General funds come primarily
from statewide taxes such as the income and sales taxes, and thus are of particular interest
to the public and budget decision-makers.
Most of the new general fund appropriations went to a few large agencies (Table 7). Six
agencies that each received more than $100 million in new general funds during the period
accounted for 73% of the overall general fund growth. However, 13 agencies’ general fund
appropriation (among those with a general fund appropriation of at least $5 million in FY
2003) decreased from FYs 2003 to 2012 (see Table 11).

The fastest growing state agencies, based on general fund appropriations in FY 2003 and
FY 2012, had general fund growth rates over 40%, exceeding the overall general fund
growth rate of 35% for that period (Table 8). Not all of the top agencies based on the most
general fund growth (listed in Table 7) also had the fastest rates of growth. For example,
DOE (Direct Aid) ranked second in Table 7 but was not among the ten fastest growing
agencies shown in Table 8, having grown by 25% over the period (the same as the rate of
inflation).

In addition to the Supreme Court, Magistrate System, and JDRDC (listed in Table 8), four
other judicial branch agencies had notable increases in general fund appropriations in recent years: Court of Appeals, Combined District Courts, General District Courts, and Circuit Courts. These agencies each received an increase in their general fund appropriation in
FY 2009 for the Criminal Fund, which is used to pay for court-appointed counsel and certain court-ordered services for indigent defendants in criminal cases (Table 9). In addition,
fees paid to attorneys have been raised in recent years. The Criminal Fund is a passthrough account administered by the Office of the Executive Secretary pursuant to the
Code of Virginia and may only be used to pay for expenses incurred by third parties. Payment of such expenses is authorized by the Code (§53.1-40 and §19.2-68).
The increase in the general fund budget for the Magistrate System, however, is not related
to the increase in Criminal Fund appropriations. In FYs 2009 and 2010, improvements in
staffing, oversight, and technology were funded in the Magistrate System, resulting in 46
additional full-time positions and $6.7 million more in general funds.

Non-general funds grew by 86% from FY 2003 to FY 2012 and comprised 60% of the state
budget in FY 2012. Table 10 lists the ten agencies whose non-general fund appropriations
grew the most over the period and identifies some reasons for that growth. Two of these ten
agencies are in the higher education system and accounted for about $1.2 billion or ten percent of the $11.1 billion increase in non-general funds across all state agencies over the last
decade.

While some agencies saw their general fund appropriations grow at above-average rates, 13
agencies had general fund appropriations that declined over the ten-year period (Table 11),
and the appropriations of another 41 agencies grew slower than inflation (25%). However,
several agencies listed had overall budget growth in excess of inflation due to other sources
of revenue that grew more rapidly. In other words, they had non-general fund revenue that
increased more than their general fund appropriation over the ten-year period.

All state appropriations are classified according to Virginia’s program budget structure,
which includes seven broad government functions plus capital expenditures. The program
classification is designed to assist in the planning and analysis of the state budget as well
as in monitoring the activities of state government. Budget programs provide information
on how funds are spent, regardless of the state agency to which funds are appropriated.
While some programs may be confined to a single agency, others may be distributed across
multiple agencies. For example, the program called “education and general programs”
(E&G programs) may be found in the budgets of all colleges and universities. In FY 2012,
Virginia’s $40 billion budget included 196 programs.
Like growth in state agencies, most of the growth in budget programs over the ten-year period from FY 2003 to FY 2012 remained concentrated among programs relating to the core
functions of state government, health care and education (Table 12). Of all budget growth
during the ten-year period, 80% occurred in just ten of the programs included in the FY
2003 and FY 2012 budgets. Seven of these ten are in the two core functions and account for
nearly 70% of Virginia’s budget growth over the last ten years. As shown in Table 12, five
education programs accounted for $5.9 billion or 39% of all budget growth over the period.

The secretarial system in Virginia was established by the General Assembly in 1972. By FY
2010, it consisted of 13 secretaries generally reflecting the major functions of the executive
branch. In FY 2011, a new Secretary of Veteran Affairs and Homeland Security was authorized. As a result, several agencies previously under other secretarial areas were re-aligned
beneath it beginning in FY 2012.
Over time, secretarial budgets have varied as agencies and programs move between secretariats. Some of the apparent growth in secretarial budgets is explained by these agency
realignments. For example, the Secretary of Agriculture and Forestry was established by
legislation in 2004. In FY 2007, two agencies (Forestry, and Agriculture and Consumer
Services) were moved from the Secretary of Commerce and Trade to the Secretary of Agriculture and Forestry. This resulted in the reduction of $87 million in FY 2007 from the
Commerce and Trade secretariat and the addition of a like amount to the Agriculture and
Forestry secretariat.
Table 13 shows the growth in the budgets by secretarial area. When examining Virginia’s
budget growth by secretarial area, health and education continue to dominate overall
growth. The Finance secretariat grew by 298% over the ten-year period primarily because
the $950 million personal property tax (“car tax”) relief program was accounted for under
the Department of Accounts in FY 2012 instead of under central appropriations, as in FY
2003. Additionally, debt service grew from $269 million in FY 2003 to $621 million in FY
2012, which is appropriated to the Treasury Board. Independent agency appropriations
grew 138%, mainly a result of growth in the Virginia College Savings Plan (VCSP) from $4
million in FY 2003 to $272 million in FY 2012.

Virginia’s budget growth can be analyzed from several perspectives. This report has examined growth by agency, fund, program, and secretarial area. Budget growth has also resulted from policy decisions made over time. Examples include the personal property tax relief
program and debt service (funded through the Treasury Board).
The personal property tax relief program (the “car tax”) began in FY 1999 as a policy initiative with a general fund appropriation of $220 million. It increased to $874 million in FY
2003 and reached a capped total of $950 million in general funds in FY 2007 where it has
remained, for a growth rate of 9% over the ten-year period from FY 2003 to FY 2012.
The Treasury Board is the primary state entity for issuing debt and making payments on
bonds as authorized by the General Assembly. The board saw an increase of $352 million in
total appropriations ($308 million of which was general funds) from FY 2003 to FY 2012.
According to the 2011 report of the Debt Capacity Advisory Committee, outstanding taxsupported debt of the Commonwealth increased by 150% from 2002 to 2011, with the largest increases occurring between 2009 and 2011. General obligation debt, which had a 2011
balance outstanding of $1.73 billion, increased 81% over the ten-year period. This is due in
part to a $1 billion general obligation bond referendum approved by the voters in 2002.
Bonds from the 2002 authorization were issued incrementally as needed, with the final issue occurring during FY 2010. Appropriations to the Treasury Board have fluctuated over
time as a result of bond payment schedules. Details of prior bond issues are listed in the
Comprehensive Annual Financial Report issued annually by DOA.

Code of Virginia § 30-58.3. Annual Report on State Spending.
A. No later than November 15 of each year, the Commission shall provide to the Governor
and the General Assembly an annual report on state spending that shall include, among
other things, (i) an identification and analysis of spending functions and programs that
could be consolidated with other programs without diminishing the quality of the services
provided to the citizens of the Commonwealth; (ii) an identification and analysis of those
spending functions or programs which no longer have a distinct and discernible mission or
are not performing their missions efficiently; (iii) an identification and analysis of the state
programs that have had the largest impact on the growth of state spending over the prior
five biennia, in dollar terms; (iv) an identification and analysis of the programs growing the
fastest in percentage terms; (v) for the programs identified as the largest or fastestgrowing, comparisons of the growth in spending on those programs to the rate of increase in
inflation and the growth in populations served by those programs over a comparable time
period; (vi) an analysis of the causes for the growth in spending on the largest and fastestgrowing programs and whether the growth in spending appears rationally related to the
rates of increase in inflation, tax relief measures, mandated expenditures, populations
served, or any other related matter; and (vii) such other related issues as it deems appropriate.
B. All agencies of the Commonwealth shall provide assistance to the Commission in the
preparation of this report, upon request.

To conduct this review of state spending, JLARC staff collected appropriation and expenditure data from a variety of sources, including the Department of Planning and Budget
(DPB), the Department of Accounts (DOA), and various other agencies. In addition, JLARC
staff reviewed previous reports and documents pertaining to state spending.

JLARC staff receive annual updates of budget and spending data from DPB and DOA and
maintain a database with appropriation data at the agency, program, and fund level from
FY 1981. Data on agency workload and populations served were also collected from various
state agencies. Finally, economic and demographic data were obtained from federal agencies such as the Census Bureau and the Bureau of Economic Analysis, and from the Weldon
Cooper Center at the University of Virginia.
Key constraints in collecting information about budget changes over time are the limited
historical data maintained by various state agencies and staff turnover within the agencies
over this long period of time. Virginia’s records retention policy does not require that appropriations and expenditure data be retained for more than five years. Consequently, useful information about budget changes during the early 2000s, for example, is unavailable
from many agencies. Turnover among budget staff and in other key positions within agencies also limits the amount of information available for historical purposes. Agency reorganizations, consolidations, eliminations, and additions of agencies, as well as changes in program structure or services further constrain analysis. JLARC staff attempted to
supplement information provided by agencies by referring to a variety of documentation
noted below.
Key elements of the fiscal and demographic data sets are included in appendixes to this report. To facilitate access to the data developed in this review, selected historical financial
data have been placed on the JLARC website. Currently, the online information includes
most of the tables in the appendixes, as well as appropriations for the largest state agencies, and general fund and non-general fund appropriations from FY 1981. This information
is available on JLARC’s website at http://jlarc.virginia.gov under Fiscal Analysis.

JLARC staff utilized a variety of documents for this review. These included Appropriation
Acts from FY 2003 to the present, Governor’s executive budget documents over the same
period, and summaries of General Assembly budget actions prepared jointly by staff of the
House Appropriations and Senate Finance committees from 2003 to the present. Agencyspecific and program-specific studies and documents were also reviewed, as were reports
from legislative and gubernatorial study commissions and panels. State spending reports
compiled by the National Association of State Budget Officers were consulted, as were a variety of other documents such as agency annual reports and statistical publications.

This appendix includes three tables listing the top ten agencies that result from grouping
together the 18 higher education agencies (16 state colleges and universities, VCCS, and
SCHEV). Also included is a table illustrating the growth of each higher education agency
along with the corresponding rank based on the percentage of total budget growth. The last
table highlights the changes in enrollment and tuition for each college and university from
FY 2003 to FY 2012 based on data reported annually by SCHEV.

:

VCCS

Virginia’s budget operates within a legal framework including the Constitution of Virginia,
the Code of Virginia, and the Appropriation Act. It is proposed by the Governor in the form
of the budget bill, is amended and approved by the General Assembly, and covers a twoyear period (a biennium). Everything in the State budget stems from this review and approval process by the State’s elected officials. The JLARC report Interim Report: Review of
State Spending (House Document 30 (2002)) described Virginia’s budget process, including
discussions of the program budget structure, revenue forecasting process, and performance
measures. Additional discussion of Virginia’s budget processes may be found in the 2008
JLARC report, The Potential for Improving Budget Review in Virginia.
Data used in assessing Virginia budget growth come from several sources and are available
at several levels of detail. Financial data are available in the form of appropriations and
expenditures, at the function, program, and agency levels of detail. The time periods vary
for which various levels of data are available and are noted, where relevant, throughout
this report.
Budget Terminology
There are several specialized terms used in the Virginia budget process. This section explains them and how they are used.
Appropriations
An appropriation can be considered a limit on spending, or a spending ceiling, that is authorized by the General Assembly and approved by the Governor. Expenditures may be
made only if the agency or program has an appropriation (legal authority) to do so. Appropriations are maximum limits that expenditures cannot exceed. In addition, appropriations
are payable in full only if sufficient revenues are available to pay all appropriations in full.
A non-general funded program or agency must have both an appropriation and sufficient
cash on deposit in the State treasury in order to expend the funds.
This report primarily focuses on appropriations. Unless otherwise noted, appropriations
used in this report are the final appropriations approved (voted on and adopted) by the
General Assembly and approved by the Governor. This includes all legislative changes
made to appropriations during a biennium, such as second year changes to first year
amounts and “caboose bill” (a third and final Appropriation Act during a biennium) changes
to second year amounts. Administrative adjustments made to appropriations subsequent to
the adoption of the Appropriations Act are not included. The Appropriations Act authorizes
the Governor, under certain conditions, to make limited adjustments to appropriations.
Expenditures
Expenditures are actual amounts spent or transferred by State agencies and certified by the
Department of Accounts. Expenditures include financial assistance to localities for personal
property tax relief as well as deposits made to the revenue stabilization fund. Expenditures
also include payments made on capital projects in a given year, regardless of when appropriations were made to the projects. Expenditures may vary from appropriations because of
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administrative adjustments to the legislative appropriation amount, as authorized in the
Appropriation Act.
Functions and Programs
Virginia’s budget is based on a program structure, a mechanism intended to conveniently
and uniformly identify and organize the State’s activities and services. Under this structure, services that the State provides are classified into three levels of detail: functions,
programs, and agencies.
Functions represent the broadest categories of State government activities. Virginia government is grouped into seven broad operating functions, such as “administration of justice”
and “individual and family services.”
Budget programs include funding directed toward specific objectives such as developing or
preserving a public resource, preventing or eliminating a public problem, or improving or
maintaining a service or condition affecting the public. Programs are grouped by function,
and may appear in several agencies. First adopted by Virginia in the mid-1970s, program
budgeting is an attempt to avoid the excessive detail of line-item budgets by combining logical groupings of governmental activities into broader “programs.”
Programs are more specific than the broad governmental functions and may appear in several agencies. For example,
The budget program “State health services” within the broad individual
and family services function includes efforts to provide direct health care
services to individuals and families through State-operated facilities, including services relating to child development, drug and alcohol abuse, geriatric care, inpatient medical, maternal and child health, mental health,
mental retardation, outpatient medical, technical support and administration, and other services. This program is included in several agencies, including the University of Virginia Medical Center, Virginia Commonwealth University, Department of Behavioral Health and Developmental
Services, Department of Corrections, and others.
***
The budget program “administrative and support services” within the
broad function of administration of justice combines a wide variety of discrete services, including computer services, architectural and engineering
services, food and dietary services, housekeeping, personnel services, power plant operation, nursing and medical management, and others. This
program is included in several agencies under the Secretary of Public Safety, including the Departments of Corrections and Juvenile Justice.
State “agency” defined
An agency represents the major unit of operational and budgetary control and administration of State services. Agencies are generally thought of as including a set of programs under the purview of an agency head who is typically appointed by the Governor, along with a
staff who implement the agency’s programs.
Review of State Spending: 2012 Update

30

There are, however, differing notions about what constitutes a State agency and how many
there are in Virginia. The 2012 Appropriation Act (Chapter 2) provided funding to entities
identified by 187 unique agency codes, and the Department of Planning and Budget assigned 203 agency codes to its budget analysts in 2012. In 2003, 144 State agencies were
identified in the JLARC report, Review of State Spending: June 2002 Update (House Document 3). In 2008, JLARC staff and the Department of Human Resource Management identified 145 agencies with classified employees.
The State accounting and budgeting system essentially regards anything assigned an agency code to be equivalent to a State agency, although such codes are often merely a matter of
administrative convenience. For instance, appropriations for agency codes 720 (central office), 790 (grants to localities), 792 (mental health treatment centers), 793 (mental retardation training centers, and 794 (Virginia Center for Behavioral Rehabilitation) must be combined to arrive at a budget total for the Department of Behavioral Health and
Developmental Services (formerly the Department of Mental Health, Mental Retardation
and Substance Abuse Services).
Agency codes are sometimes used as a way of entering a new program or activity into the
State financial system and ensuring budget control. Thus, the “personal property tax relief
program” (746), interstate organization contributions (921), and “compensation supplements” (757) are examples of programs (just financial accounts, in reality), which have been
assigned a program budget code for administrative convenience.
This report uses the Appropriation Act as a basis for identifying State agencies. The 187
unique agency budget codes are then adjusted for situations where multiple codes are assigned to a single agency, and to exclude various financial accounts (Table D-1).
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This process identified 151 State agencies, which is the number used throughout this report. While this approach consolidates DBHDS programs and facilities into a single agency,
it counts each of the courts—Circuit Courts, the various types of district courts, and the
Magistrate System, as separate agencies, as does the Appropriation Act.
This report, however, does not treat the personal property tax relief program as a separate
State agency. In FY 2012, this program received an appropriation of $950 million and was
larger than all but nine State agencies. However, it was not included as an agency in the
analysis of growth in appropriations over the last ten years among State agencies. Instead,
it was discussed separately on page 19 of the report, along with debt service, which is funded through the Treasury Board.
General and Non-General Funds
State revenues and appropriations are grouped into two categories, depending on their
origin: general and non-general funds. The State’s general fund consists primarily of revenue from income and sales taxes that are not restricted in any way, and are used for the
widely varied purposes of government. Non-general funds, as noted earlier, derive from
many diverse sources and are restricted to certain specified uses.
General and non-general funds comprised 40 and 60 percent, respectively, of the FY 2012
Virginia budget. This is important because the expenditure of non-general funds is controlled by their authorizing statute–thus, more than half the State budget is determined by
statute more than by the appropriation process. This ensures that child support payments,
for example, are spent for child support and not some other purpose. It also means that
growth in more than half the budget is determined by factors other than the annual budget
decision-making process.
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Note: In the following tables, the number labeled “Ten Largest as a Percentage of Total” reflects only
new funds added to the budget but does not reflect funds reduced elsewhere that offset additions.
These offsets vary from year to year.
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Note: The tables identify, for each class of non-general funds, the five largest (by dollar amount)
budget programs that receive appropriations from the fund. The tables also indicate the sum of
the five largest program appropriations for each fund class, and the percentage that sum
represents of the respective non-general funds.

DMAS
VDH
TAX
VITA
DCR

GMU
VCU
JMU
ODU
UVA

VDOT
VEC
DOE (Direct Aid)
VDOT

ABC
VCSP
DHRM
Lottery
DBVI

UVA
VCCS
VCCS
UVA
Va Tech
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DMAS
DOE (Direct Aid)
DSS
DSS
DSS

VDOT
VDOT
VDOT
DRPT
VDOT

DSS
DBHDS
VDH
DBHDS
DOC

Review of State Spending: 2012 Update

43

Review of State Spending: 2012 Update

44

JLARC Staff
Lauren W. Axselle
Jamie S. Bitz
Justin C. Brown
Andrew B. Dickinson
Christopher J. Duncombe
Martha L. Erwin
Kathryn A. Francis
Nicole K. Gaffen
Harold E. Greer III
Mark R. Gribbin
Anna B. Haley
Nia N. Harrison
Joan M. Irby
Betsy M. Jackson
Borna Kazerooni
Paula C. Lambert
Joseph M. McMahon
Ellen J. Miller
Nathalie Molliet-Ribet
Laura C. Parker
Gregory J. Rest
David A. Reynolds
Kimberly A. Sarte
Walter L. Smiley
Tracey R. Smith
Glen S. Tittermary
Massey S. J. Whorley
Christine D. Wolfe

Recent JLARC Reports
419. Virginia Compared to the Other States: 2012 Edition
420. State Spending on the Standards of Quality (SOQ): FY 2011
421. VRS Semi-Annual Investment Report No. 37: December 2011
422. Review of Retirement Benefits for State and Local Government Employees
423. Review of the Civil Commitment of Sexually Violent Predators
424. Mitigating the Risk of Improper Payments in the Virginia Medicaid Program
425. Review of the Effectiveness of Virginia Tax Preferences
426. Funding Options for Low-Income Residents of Assisted Living Facilities
427. Review of Employee Misclassification in Virginia
428. VRS Semi-Annual Investment Report No. 38: July 2012
429. Dedicated Revenue Sources for Land Conservation in Virginia
430. Review of Year-Round Schools
These reports are available on the JLARC website at http://jlarc.virginia.gov

Joint Legislative Audit and Review Commission
201 North 9th Street• General Assembly Building • Suite 1100 • Richmond, Virginia 23219
804-786-1258 • Fax 804-371-0101 • http://jlarc.virginia.gov

