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Department of Planning and Budget
2001 Fiscal Impact Statement

Bill Number HB2695
House of Origin X Introduced  [] Substitute [] Engrossed
Second House [ ] In Committee [] Substitute [] Enrolled

Patron Marshdl

3. Committee

4.

5.

Title Budget bills, redrictions; Virginia Invesment Act of 2001

Summary/Purpose:

Limits the rateof growth of state expenditures in the Governor's budget bill, and, except under certain
conditions, in budget bills reported by any committee of the House of Delegates or the Senate, to the
total of annual percentage changes in population and cost of living, but in no event greater than the
three-year average of percentage change in per capita persond income. In addition, surplus
revenues shall be deposited into the Virginia Investment Account, which is established. Money inthe
Account shall be appropriated only for capita trangportation projects, conservation and recreation
projects, public school congtruction, higher education capita projects, tax relief, environmenta
quality programs, research and development projects relating to economic development, and
reducing bonded indebtedness.

No Fisca Impact
But see No. 8.

Budget amendment necessary:
No.

Fiscal implicaions
If enacted, this bill would apply to the 2002 Budget Bill introduced in January 2002 for the 2002-04
biennium.

The hill limits the growth in spending in the Governor's proposed budget, and to the bill as reported
by committees of the House and Senate, but it is uncdlear asto how exactly thet limitation will be
cdculated. For example, the limit does not gpply to certain types of expenditures but the excluded
types named in the bill do not follow the standard state classfication for expenditures. A casein
point is student tuition and fees. It isnot clear whether student tuition and feesisto beincluded
under "user fees' in the bill or not.
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Another issueisthetimeliness of data. The bill requires persona income as reported by the U.S.
Department of Commerce and population as reported by the U.S. Bureau of the Census. The cited
sources report on ahistorical basis, and the information may lag for asignificant period of time. The
sources do not make projections for the future, thusit is problematic as to how such hitorica data
would be used in budget devel opment.

There are many itemsin the budget that have no rdationship to ether population or inflation. Among
them are medicaid, car tax relief, HB 599 payments, debt service payments, and deposits to the
Revenue Stabilization Fund. Changesin these items are more related to policy adjustments such as
changes in the federa budget and revenue collections. The percentage limitations specified in the bill
thus would have to be applied, on a disproportionate bas's, to other items or programs which vary
according to population or inflation.

The bill would reduce the unreserved balance of genera fund revenues available for appropriation.

The hill would reduce generd fund interest since it would move baances from the generad fund to the
Virginia Invesment Account.

The bill prohibits a reduction in the proportion of "state revenue’ distributed to localities below the
level in effect on duly 1, 2000.

Specific agency or political subdivisons affected:
Department of Planning and Budget, Auditor of Public Accounts, State Comptroller

Technicad amendment necessary:

Theword "revenues’ as used on Page 1, line 49, of the bill should be defined. Expenditures as
defined in the bill could include nongenerd fund amounts, such as the Commonwedth Transportation
Fund and various specid funds.

Other comments:
The effect of the bill would be to remove unappropriated general fund baances as a source of funds
for appropriation by transferring such balances to the Virginia Investment Account.
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