January 8, 2004

Memorandum for Potomac Watershed Roundtable Members

From:

Greg Evans, Northern Virginia Soil & Water Conservation District

Subject:
Probable legislation of interest to PWR members that will be presented during the 2004 General Assembly session

I’m sorry I am unable to attend the January 9 meeting of the Roundtable but I am providing this legislative outlook report for your information.  Budget issues and the debate over tax reform will likely overshadow all other issues in the upcoming General Assembly session and the prospect for funding of natural resource related programs will be tied to the outcome of those debates.  In addition, it is expected that either the Governor or the Natural Resources Secretariat will introduce legislation proposing actions in response to some of the recommendations that came out of the Governor’s Natural Resources Leadership Summit last spring, e.g expanding funding for water quality protection and land conservation and authorizing changes in how the Commonwealth has organized to implement stormwater management programs.  All three issues are discussed below.

 Budget/Tax Reform              

The Governor’s budget people are now projecting that the Commonwealth may have a biennium budget deficit of $1.5 billion through 2010 between revenues available and budget requirements.  They believe this will occur even with a projected revenue growth of 5.5% annually.  

In a meeting I and some other representatives of natural resource interests had with the Governor in mid-November, he maintained that the funds generated by a 5.5% annual growth rate are insufficient to meet mandated needs for which Virginia is responsible and has no discretion in meeting.  He cited as examples, federal obligations and requirements for the medical assistance programs (Medicaid and Medicare) and prison operations.  Other mandates include fully funding the Virginia Retirement System and funding for education programs for K through 12.  With regard to the latter, Governor Warner noted that 100,000 new students will be entering Virginia’s secondary school systems between now and 2010.  Taken in total, this is where the expected $1.5 billion deficit in funding comes from.   

To find $1.5 billion in additional revenue, the Governor advised that he would largely exempt the budgets of those Departments that are responsible for the above listed mandated programs and instead look to the other Departments to make up the shortfall – that again included the Natural Resources Secretariat.  The situation is further complicated by the fact that reserves like the Commonwealth’s rainy day fund have already been drawn down so the cuts in this year’s budget must be sustained entirely by program budget cuts.  Governor Warner also noted that this time around he would make the decision to shut down programs rather than nurse them along at only sub-maintenance levels.  Virginia’s AAA bond rating is also apparently in jeopardy and that could mean higher interest costs.

The bottom line according to the Governor was that additional revenues are needed to offset the projected $1.5 billion deficit for each biennium and any additional program funding above current levels.  Part of the Governor’s purpose in sharing the information with those of us who attended was to explain the rationale for his upcoming tax reform effort and to secure support for tax reform, whether proposed by the Governor or the Virginia Senate.  He expects the two branches to be close together on the issue.  He noted that a successful tax reform debate would improve Virginia’s future financial situation and negate the need for further cuts in natural resource programs, after this session of the General Assembly.

There will probably be multiple proposals for tax reform.  Governor Warner released his proposal on November 24, 2003. Senator Chichester is also expected to introduce a proposal in the Senate and it is uncertain at this time whether the House of Delegates will consider an original bill or vote on either of the bills being proposed by the Governor and the Senate. PWR members should study all of the proposals and determine whether it is appropriate to provide recommendations to the organizations they represent that can be forwarded on to the General Assembly.

Natural Resource Funding

Governor’s Budget:  In the budget announced in December, natural resources programs actually fared well, at least with regard to those programs that impact water quality and land conservation.  The Natural Resources Secretariat was able to largely absorb the required cuts by reducing funding for some longer-term Conservation Reserve Enhancement Program (CREP) plans but the CREP conservation buffer program is not included in the cuts.  As a result, funding for creation of riparian tree buffers through the CREP program remain in place.  

Virginia Natural Resources Fund: The Governor’s Commission on Natural Resources Funding recommended in its September ’03 report to the Governor that a Virginia Natural Resources Fund be created to enhance all natural resources programs through grants, etc. disbursed through the Water Quality Improvement Fund and the Virginia Land Conservation Fund.  The Commission further recommended multiple possible sources of non-general fund revenue to finance the fund.  The Governor has endorsed the concept and will be introducing legislation creating it with funding coming from the state’s recordation tax.  I have heard, but do not have information readily available to confirm it, that initial funding will be $15 million.

State Surplus/Water Quality Improvement Fund Disbursements:  Under state code, the Water Quality Improvement Fund (WQIF) is suppose to receive 10 percent of the surplus every time the Commonwealth is in a budget surplus situation however, such a transfer of funds first requires an authorizing action by the General Assembly.  In 2003, the state actually ran a small budget surplus and the Governor announced in December at a meeting of the Chesapeake Bay Commission that he was proposing $7.7 million be added to the WQIF.  Most of the funding will be used to help add improvement to water treatment facilities under existing commitments.  $1.95 million is also being made available for cost-share programs to encourage installation of Best Management Programs (BMPs).  Legislation will be introduced requesting General Assembly authorization for the transfer.

Stormwater Management Program Implementation Organizational Changes

As result of the Governor’s Natural Resources Leadership Summit recommendations, an interagency task force of state natural resource staff was created to address conflicts and redundancies in how the state implements its stormwater management program.  Some of the recommendations will require legislative authorization and EPA approval.   A patchwork application of stormwater management programs currently exists in Virginia. All of the larger localities in the Commonwealth and all jurisdictions that fall under the Chesapeake Bay Preservation Act are currently required to address stormwater.  Yet, over half of the counties and cities (70 out of 134) in the state have no stormwater quality program at all.  

Land developers who disturb over one acre of land now have to get a stormwater permit directly from DEQ.  This is in addition to the erosion control permit and other building permits that they receive from a locality for their projects. Due to very limited staff devoted to this program, the state only issues permits for about 20 to 25 percent of the total construction activity.

Three state agencies (the Department of Conservation and Recreation, the Department of Environmental Quality and the Chesapeake Bay Local Assistance Department) all have stormwater programs.  Site inspections by the various state and local agencies are currently not coordinated.  A developer could receive multiple inspections from local and state inspectors and have to address different compliance issues with separate inspectors simultaneously.  Enforcement authority is currently exercised by state and local agencies in varying degrees under the different regulatory stormwater programs.  

To resolve these issues, the task force has recommended the following:

· Effective July 2005, consolidate state stormwater programs related to construction and post-construction activities within the Department of Conservation and Recreation and transfer oversight of municipal stormwater programs to DCR.  (DCR is the state’s lead non-point source pollution agency.)
· Establish consistent statewide stormwater requirements for projects with land disturbances of 1 acre or more.

· Authorize local governments to implement stormwater management programs in conjunction with existing currently required erosion and sediment control programs.  In the absence of a local delegation, DCR will issue the stormwater permit in that jurisdiction.

· Develop a statewide uniform permit fee system, the majority of which is to be returned to localities that administer the program.

· Encourage low-impact approaches and better site designs in order to minimize stormwater runoff and long-term maintenance.

· Streamline local stormwater and erosion control program reviews within a single state agency (DCR).

· Simplify construction permits through a more uniform statewide construction-permitting program and streamlined local government reporting requirements.

· Shift board oversight responsibilities to the Virginia Soil and Water Conservation Board, which already oversees statewide erosion control programs along with DCR.

· Retain oversight of industrial stormwater permitting program at DEQ.

The recommendations were developed following discussions with localities, conservation districts, the building and development community, and environmental organizations.  If adopted, local governments could become more directly involved in stormwater activities. For those localities with delegated programs, there would be sharing of state stormwater fees, less duplication in state oversight and reporting and more consistent program guidance.  The task force is also recommending providing the opportunity to combine local erosion and sediment control and stormwater programs and an “Opt-in” program delegation for smaller localities.

Legislation is likely to come directly from the Secretariat of Natural Resources rather than the Governor because he is focusing almost exclusively on tax reform and is allowing the various cabinet agencies to submit their own initiatives following his approval of them. 
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