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HJR 248: Joint Subcommittee Studying the Development and
Enhancement of the Biosciences and Biotechnology

September 29, 2008

The joint subcommittee met in

Richmond with Delegate Sickles as chair.

Presentations and Discussion

Robert Skunda, President of Virginia
Biotechnology Research Park

Robert Skunda spoke on the capabilities
of the Virginia Biotechnology Research Park.
He stated that a modest state investment of
$10-$15 million would be effective if used to
attract companies in a multitenant facility.

Delegate Sickles asked Mr. Skunda if he
had requested the Virginia Biotechnology
Research Park to be included in the last state
bond package. Mr. Skunda responded that
the most recent bond package was dedicated
to higher education and the Research Park
was not included.

Mark Herzog, Virginia Biotechnology
Association, offered a letter to the joint
subcommittee that was written by a small
biotech company to the Secretary of
Commerce and Trade, Patrick Gottschalk.
The letter informed Secretary Gottschalk
that the company moved to Maryland due to
insufficient wet lab space in the Common-
wealth to accommodate its needs. Mr.
Herzog used the letter to highlight the
immediate need for more wet lab space to
foster growing biotechnology companies.

Senator Herring asked Mr. Skunda if the
Biotech Research Park would have been
successful without state investment. Mr.
Skunda responded that the state funding was
necessary to attract private investment, even
though the state contribution totaled only
$8 million over 12 years.

Delegate Sickles asked Mr. Skunda what
steps need to be taken to continue advanc-
ing the biotechnology industry in the
Commonwealth. Mr. Skunda responded
that an investment of $10-$15 million
would be necessary, mainly to attract private
and public partners and additional capital.

Peter Jobse, Center for Innovative
Technology, agreed that the Commonwealth
could be doing more to finance biotechnol-
ogy projects similar to that of the Research
Park, but he noted that research and
commercialization parks work best when
focused on a specific area of science.

No public comment was received.
Delegate Sickles stated he would like to
consider the possibility of a $10-$15 million
state investment to develop an additional
incubator (multitenant) facility in the
Commonwealth that would include wet lab
space. Mr. Skunda’s entire presentation is
available on the joint subcommittee's website.

Aneesh P. Chopra, Secretary of
Technology of the Commonwealth
Secretary Chopra reviewed current
biotechnology programs in the Common-
wealth. At the request of Delegate Sickles,
Secretary Chopra explained in detail the key
features of the UVA/VT and Rolls Royce
partnership agreement. Secretary Chopra
stated that a major component of the
partnership was the agreement that Rolls
Royce would retain a majority of the
intellectual property rights developed by the
partnership. Secretary Chopra concluded by
stating that although the Commonwealth
has made some significant investments in
the biotechnology sector, a lack of coordinat-
ing, managing, and reporting among both
the universities and the private sector when
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compared to the recent UVA/VT and Rolls
Royce partnership still exists. Secretary Chopra
stressed the need for the Commonwealth to bring
together universities to compete with larger and
more centralized university systems in other
states.

Senator McDougle asked if appropriations to
universities are required to be used for commer-
cialization. Currently, only $1 million of state
appropriations are dedicated to commercializa-
tion through the Commonwealth Technology
Research Fund (CTRF). Mr. Jobse noted that
there is a high value in basic research that is
needed to develop more advanced research and
used to teach students. Additionally, the majority
of funds used for basic research come from
federal grant opportunities. Senator McDougle
proposed that all state money designated for
research be tied to commercialization. Delegate
Sickles noted that targeting state funds on
commercialization would be a good opportunity
to market the Commonwealth as a place to do
biotechnology-related business.

Delegate O'Bannon stated his support for
increased data collection on university intellectual
property transfer as well as working to establish
more economic development packages similar to
that of UVA/VT and Rolls Royce. Dr. Hewlett,
citizen member of the joint subcommittee,
advised that tech transfer offices at most
universities are not selfsufficient, and if they are,
they often lack the resources to take advantage of
all possible opportunities. Secretary Chopra
identified UC Berkeley as a leader in tech
transfer. Secretary Chopra’s entire presentation is

available on the joint subcommittee's website.

Recommendations

Staff reviewed the subordinated debt and
equity tax credit, noting that approximately
$10 million in requests have been made over the
last fiscal year. Staff also noted that it appears
businesses such as restaurants qualify for the
credit, which may not have been the original
intent of the legislation.

Mr. Jobse stated that tax credits are helpful,
but they have a tendency to help compensate
investors for losses, and are not effective in
attracting investment in more promising
technologies. The general consensus of the joint
subcommittee was that angel investors look for
investments that have the greatest potential for
financial return and the availability of tax credits
is not the most effective incentive. Mr. Jobse
stated that using state dollars as a match to
private dollars is the most beneficial and that the
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Commonwealth needs to target companies that are
classified as high-expectation companies. Mr. Jobse
highlighted the CIT GAP Fund as an example,
which is currently returning over $10 for every $1 of
state investment.

Delegate Sickles led a group discussion that
generated several recommendations that staff will
have prepared in draft form for the next meeting.

The first recommendation would be a draft that
would narrow the scope of the subordinated debt
and equity tax credit. One potential draft will
change the qualification requirement to an inclusive
list of business and innovative high-tech companies,
rather than an exclusive list. One option in the draft
will be a requirement that a business applying for
the credit be a spin-off from a Virginia university.
One potential draft will change the tax credit to an
investment fund with similar requirements. Mr.
Herzog recommended looking specifically at the
Maryland tax credit system, which has been
enormously popular and effective.

Another recommendation would be a draft that
would require the CTRF funds go to the three
research priorities of the state as identified by the
Virginia Research and Technology Advisory
Commission (VRTAC) and require that grants be
awarded only to a multiple universities that form
partnerships with private companies. The current
language in the Code of Virginia only requires one
university to partner with a private company. The
draft would clarify that the CTRF would focus
exclusively on commercialization. One option is to
prepare a Section One bill of limited duration to
accomplish the goal of this recommendation.

A general recommendation was made that the
Commonwealth promote biotech grants and funds.
One idea was to have a biosciences press desk to
reach outofstate press organizations. Another
possible idea was to coordinate the press offices and
tech transfer offices of all Virginia universities.
VRTAC recently created a similar framework for the
Nano-Users Network. Mr. Jobse wanted to see the
network highlight companies established and
developed from university research.

The final recommendation designated a more
significant portion of the Commonwealth Research
Initiative (CRI) funding to translational research
that has commercialization potential. A competitive
process could be managed by a board that would
develop parameters for the exact type of research
that would qualify. This recommendation could be
phased-in to allow universities to adjust research
priorities.

After discussing the formal recommendations
listed above, Mr. Skunda suggested that the joint
subcommittee advance specific long-term
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recommendations regardless of the budget
condition. Mr. Skunda reiterated the need for
access to start-up capital and the need to add wet
lab and incubator space for biotechnology
companies in the Commonwealth. Delegate
Sickles suggested a lease guarantee program. One
option staff will research is the availability of loans
through the Virginia Resource Authority for a
shell building and wet lab space.

Next Meeting

The next meeting will be held in conjunction
with the Mid Atlantic Biotech Conference in
Chantilly, Virginia.
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90: Joint Subcommittee Studying Science, Math, and Technology

Education at the Elementary, Secondary, and Undergraduate Levels

September 30, 2008

Delegate Cosgrove, chair, welcomed members
to the second meeting of the 2008 interim. Staff
briefly reviewed follow-up materials that are
available on the joint subcommittee's website.

Presentations

Dr. Mary Kasarda and Dr. Brenda Brand,
Virginia Tech

Dr. Kasarda gave information on pre
engineering, the STEM workforce, and Virginia
Tech's online courses for teachers. Dr. Kasarda
proposed that the Commonwealth require at least
one preengineering course in the preK-12
curriculum. Massachusetts is currently the only
state with a similar requirement. To prepare
teachers for this type of requirement, Dr. Kasarda
and Dr. Brand have developed two online, in-
service teachers training classes to better prepare
teachers to teach engineering concepts in the
classroom.

Dr. Brand discussed the difficulty in attracting
underrepresented populations to the STEM fields
in the preK-12 system. One successful program
highlighted by Dr. Brand was a high school elective
class built around and integrated with the FIRST
Robotics program.

Building from this model, Dr. Kasarda and Dr.
Brand propose developing two online courses with
participation from engineering and education
faculty, including graduate students, from Virginia
Tech, Norfolk State University, and James
Madison University. The first two classes devel-
oped will be targeted at in-service teacher training
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and will focus on how to teach pre-engineering
content. The goal of the classes will be to engage
and train teachers on STEM content and
engineering principles. The price to teachers to
take one of the proposed classes online will be
$800. A key component of the classes will be
participation from major engineering corpora-
tions, which have already offered employees to
assist in teaching and developing content. The
goal of these classes is to prepare teachers for the
eventual prospect of requiring at least one pre-
engineering course in the preK-12 system. Dr.
Kasarda and Dr. Brand have completed a
significant amount of preliminary work and are
now looking for funding to develop the full
content for the two classes.

Delegate Cosgrove asked how much it would
cost to implement the program. Dr. Kasarda
responded that they are looking for $700,000
from the General Assembly. Dr. Kasarda and Dr.
Brand are currently pursuing private and federal
funding and would appreciate any amount of
funding from the General Assembly to help
stimulate federal and private contributions.

Delegate Toscano recommended that once
funding is secured, Dr. Kasarda and Dr. Brand
track the outcomes from this program and its
success in training teachers and ultimately
improving student performance and interest in
the STEM fields. If successful, hard data would be
helpful when approaching the General Assembly
for funding in the future.

Delegate Nutter pointed out that teacher
preparation has been a main focus of this
committee and he would like to see support for
this program in the list of final recommendations
of the joint subcommittee.

Massachusetts is
the only state
that requires a
pre-engineering
course in the

preK-12

curriculum.
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Delegate Saxman stated that he would like
some additional financial details of this program.
Dr. Kasarda reassured Delegate Saxman that after
the initial investment this program would be self-
sustaining and all future funding would be
generated from tuition payments.

Dr. Robert Pianta and Jim Wyckoff,
Curry School of Education, UVA

Dr. Pianta and Jim Wyckoff stated that the
Commonwealth needs to work towards attracting
excellent teachers in hard-tostaff schools, provide
opportunities for teachers to become excellent
teachers, and retain the very best teachers in
traditionally hard-to-staff schools. Using informa-
tion from the New York City K-12 education
system, Dr. Pianta and Dr. Wyckoff presented
their research on why changes to the New York
City K-12 system generated such a positive
outcome on STEM performance in public schools.
Between 2000 and 2005 teachers’ achievement in
the poorest schools increased to the point where
they were even or above the achievement of
teachers in more wealthy districts. During that
time, NYC made a policy shift and mandated that
all teachers be certified. The result was an increase
in alternative teacher licensure pathways pursued
by teachers to meet the mandate. The main
conclusion presented by Dr. Pianta and Dr.
Wyckoff was that recruiting more teachers with
strong qualifications could substantially improve
student achievement.

Delegate Toscano asked Dr. Pianta how the
Commonwealth could take the lessons learned in
New York City and apply those in Virginia. Dr.
Pianta stated that data collection is essential. For
example, in the Commonwealth there is poor data
on the effect of preK education, we have no way of
tracking the progress of students exposed to preK
education. Delegate Toscano followed with a
question asking if UVA could help in providing
the necessary data collection and management. Dr.
Pianta and Dr. Wyckoff responded that they are
currently working to improve data collection and
analysis in the Commonwealth.

Christopher Swanson, Editorial Projects
in Education Research Center

Dr. Swanson presented information from the
Technology Counts 2008 report published by
Editorial Projects in Education Research Center
(EPE). Dr. Swanson stated that the Common-
wealth is struggling with 4th grade math scores and
the poverty gap in math and science test scores.

Delegate Cosgrove asked Dr. Swanson why CA,
TX, and MA score so low in the overall state grade
for technology. Dr. Swanson stated that many of
these states have a high-tech economy but lack the
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same level of focus in their education system. These
states also tend to import a large percentage of its high-
tech workforce.

Another statistic highlighted by Dr. Swanson was
that teachers in Virginia earn 83 cents on the dollar
compared to careers with similar pay scales, which is
below the national average.

Delegate Nutter asked if the Commonwealth
should require more math classes or whether the
current classes need to be more focused and struc-
tured. Dr. Swanson responded that the U.S. curricu-
lum is an inch deep and a mile wide. The problem is
not necessarily a lack of time spent on math and
science education, but rather the depth of the
curriculum taught to students. For example, countries
like Japan, which have leading scores in the STEM
fields, have a narrower STEM curriculum as compared
to the U.S. education system. However, students in
Japan are taught more advanced principles and critical
thinking within the narrower band of topics.

Colleen Hahn, Equal Footing Foundation

Colleen Hahn provided a presentation highlighting
the Computer Clubhouses established by the Equal
Footing Foundation, the charitable arm of the
Northern Virginia Technology Council. Computer
Clubhouse offer children ages 8-18 an opportunity to
receive exposure to STEM disciplines after school
through the use of hands-on projects and competi-
tions. The cost to establish a clubhouse varies but
operating costs are roughly $30,000 per year for all
programs. The cost to establish and operate a
clubhouse is kept low by cross-purposing community
centers.

Delegate Saxman asked if the foundation targeted a
specific demographic. Mrs. Hahn responded that each
computer clubhouse tries to cater to the demographic
of the area. Although one of the main goals is to target
low-income and disadvantaged students, the centers
are open to all students.

Delegate Cosgrove asked if the foundation tracks
students progress outside of the computer clubhouses.
Mrs. Hahn responded that for the past three years the
foundation has been working to collect that type of
information. Mrs. Hahn also explained the member-
ship system and the requirements and incentives that
keep students interested in attending the clubhouses.

Ms. Hahn concluded her presentation by stating
that over 20 private companies help support the
computer clubhouses directly, while the majority of
funding comes from the NVTC member companies as
a group.

Delegate Cosgrove expressed interest in expanding
the computer clubhouse program to the Hampton
Roads area and Ms. Hahn informed the committee
that there is already an individual interested in
expanding to Hampton Roads.
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Speaker Pollard and Dr. William Haver,
VCU

Speaker Pollard provided an update on the
math specialist program and informed the
committee that 150 teachers have received master's
degrees to be qualified as a math specialist and
about 200 are currently enrolled in the program.
Currently about 200 schools in the Common-
wealth, mostly in urban areas, have a designated
math specialist.

Dr. Haver presented on some of the prelimi-
nary results of the math specialist program. In
grades three through five students scored higher
on math in schools with math specialists.
Although the results are not statistically significant,
Dr. Haver stated that qualitative feedback from
teachers and students has been overwhelmingly
positive.

The joint subcommittee requested staff to
research preliminary estimates on the cost of
implementing math specialists in all schools of the
Commonwealth.

Public Comment

Cindy Jones, Virginia Children's Engineering
Council, requested the opportunity to make a
presentation at the next meeting.

Next Meeting

Delegate Cosgrove requested staff to compile a list
of recommendations for the members to review at the
next meeting. In addition to the presentation by Mrs.
Jones, Delegate Cosgrove requested a presentation
from UVA on its Produced in Virginia program,
which is a partnership between UVA and the VCCS
that provides certain community college students the
opportunity to continue their engineering education
at UVA upon successfully completing an associate's
degree in engineering.

The next meeting of the joint subcommittee will
take place at one of the Equal Footing Foundation's
Computer Clubhouse's in Northern Virginia.

IR 90
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HJR 177/SJR101: Joint Subcommittee Studying Benefits of Adopting a
Single Sales Factor for Corporate Income Tax Purposes

September 30, 2008

The joint subcommittee held its second meeting
in Richmond. Co-chair Walter Stosch welcomed
everyone.

Presentations

Staff provided and reviewed a list of the states
that have adopted the single sales factor formula
and the year of adoption, beginning with those
prior to 2001 (Illinois, Iowa, Massachusetts,
Missouri, Nebraska, and Texas) and ending with the
2009 tax year (Colorado). Twenty-three states have
adopted the single sales factor formula for imple-
mentation immediately or over a set number of
years.

Mark Haskins and John Josephs,
Department of Taxation

Mark Haskins provided the joint subcommittee
members with a table showing a variety of tax
incentives/benefits available to the manufacturing
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industry. These benefits are found in sales and use
tax exemptions, local tax preferences (machinery and
tools tax, intangible personal property tax, tangible
personal property tax, BPOL tax), and conformity
with the federal Internal Revenue Code. Mr. Haskins
also distributed a chart showing the corporate
income tax revenue collections for 1997 through
2007. The outstanding feature was the volatility of
the tax with a 35.7% decrease in revenues for 2001
and a 44.9% increase in 2005. Finally, the apportion-
ment of income from sales of services and intangibles
by the cost of performance formula was discussed by
Mr. Haskins. In Virginia, the formula is a single
factor based on costs of performance in the state over
costs of performance everywhere the company sells
services. Virginia's apportionment method for sales of
services and intangibles seems to be the way the
majority of states calculate sales.

John Josephs gave an in-depth look at Virginia's
apportionment formula, which is currently in the
mainstream with other states. Changing it to a
mandatory single sales factor formula will increase
the tax liability for some corporations, decrease it for

Twenty-three
states have
adopted the
singles sales

factor formula.
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others and have little, if any, impact for most.
Corporations having significant operations in
Virginia that produce more than they sell in the
state would see their corporate income taxes
reduced. However, corporations with minor
operations in Virginia that sell more than they
produce here would owe more corporate income
taxes. Those corporations with mostly equal
operations and sales in Virginia would experi-
ence very little change in their taxes. If the single
sales factor formula is enacted in Virginia for all
corporations, there would be a significant
corporate income tax revenue loss, according to
the Tax Department. Based on 2006 tax returns,
if all corporations used the single sales factor,
the estimated loss would equal $47.4 million
and if it were optional, it would rise to $122.7
million. There would be 136 winners, 132
losers, and 29 with no change in taxes owed. If
only manufacturers were allowed to use the
single sales factor, the estimated loss would
equal $33.9 million and if it were optional, it
would increase to $64.7 million. In this case,
there would be more losers (40) than winners
(37) and only four would have no change in
taxes owed, if manufacturers were required to
use the single sales factor apportionment
formula.

Michael Cassidy, Commonwealth
Institute for Fiscal Analysis

Michael Cassidy labeled the single sales
factor as "an economic development tool that
isn't." His main points were:
e The single sales factor does not have a

positive record as an effective economic
development tool.

e The single sales factor is unfair tax policy for
Virginia businesses with few or no outof-
state sales.

e The single sales factor is a no-strings
attached tax giveaway.

e Virginia already ranks at the top as a
business-friendly state.

o If Virginia's manufacturers are paying less,
residents will end up paying more.

e The real cost of the single sales factor is
unclear.

The Commonwealth Institute for Fiscal
Analysis is an independent, nonpartisan
nonprofit that provides information and
analyses of state public policies.

Rob McClintock, VEDP

Workforce development is the number one
priority of Virginia Economic Development
Partnership (VEDP), according to its Director of
Research, Mr. Rob McClintock. However, it is

Virginia Legislative Record

also important to keep businesses in Virginia and
VEDP is always developing innovative methods to do
that. When companies consider Virginia as a place
to do business they consider several factors—
workforce, markets, buildings and infrastructure,
quality of life, and business climate. Virginia's
business climate has been highly rated by a number
of organizations including Forbes.com, CNBC,
Pollina, and Tax Foundation.

In considering a tax policy change, such as the
single sales factor, Mr. McClintock suggested a need
for in-depth analysis of the change, do no harm,
promote fairness, and improve the business climate.
What will do the most good for the most businesses?
All agreed that maintaining Virginia's competitive
business environment is of utmost importance.

Emily Walker, Art Auerbach, Damon
DeSue, and Teresa Jordan, VSCPA

The Virginia Society of Certified Public Account-
ants (VSCPA) strongly supported the legislation that
created the joint subcommittee study to examine the
single sales factor formula. The members recom-
mended as part of the study methodology asking to
whom should this apply; how would it be imple-
mented; and what are additional changes that should
be considered in this process.

As far as the single sales factor, VSCPA's position
is neutral. The members think it is important to look
at the impact of adopting the single sales factor and
to be well-balanced in this examination. In examin-
ing economic development incentives, the impact on
investment and on employment should be consid-
ered. As far as fiscal impacts on tax collections, net
losses and gains need to be determined and the shift
of tax collections from corporate to individual
income tax, sales and use taxes and other taxes
should be analyzed.

Other questions to consider are:

e Will the single sales factor formula apply to all
industries or only targeted industries?

e Will it be phased in over several years or imple-
mented immediately?

e Will its application be optional or mandatory?

Finally, it should be determined who are the
winners and who are the losers before the single sales
factor formula is enacted in order to make an
informed decision. In conclusion, the VSCPA
representatives offered their continued assistance
with the study.

October 21, 2008

The joint subcommittee held its third meeting in
Richmond. Co-chair Delegate Kathy Byron stated
that it is her intention to study the possibility of the
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Commonwealth adopting an optional single sales
factor. A mandatory single sales factor will not be
considered as it would result in some corporations
paying less income tax and other corporations paying
more income tax.

Presentations

Staff reviewed some major studies that analyzed
the potential economic impact from adopting a
single sales factor.

Austan Goolsbee, University of Chicago,
and Edward L. Maydew, University of
North Carolina

Professor Goolsbee completed a study in
November 2000 of the economic impact of imple-
menting a single sales factor in the state of New
York. The study concluded that implementation of a
single sales factor should increase the number of
manufacturing jobs in New York by about 3.5
percent or 32,000 jobs and should increase non-
manufacturing jobs by about 1.3 percent or 101,000
jobs. Personal income tax revenue from these new
jobs was estimated at $184 million to $247 million
per year. Any longrun increases in employment
would occur gradually over a period of three years or
more. These estimates were based on a statistical
examination of the experiences of states that changed
their apportionment formula for corporate income
taxation during the 1980s and 1990s. Any decrease
in corporate income tax revenues from adoption of a
single sales factor would need to be weighed against
the anticipated increase in personal income tax
revenue. The study took into consideration other
factors that can affect employment.

Kelly D. Edmiston,
Georgia State University

Professor Edmiston analyzed the potential
economic impact from implementing a single sales
factor in Georgia. The study concluded that there
would be a decline in Georgia corporate income tax
revenues of $101.7 million in 2004 growing to
$133.7 million in 2008. However, because a single
sales factor apportionment formula eliminates that
portion of the corporation income tax that is
generated by a corporation's payroll and property,
Professor Edmiston estimated that there would be a
6.9 percent increase in Georgia's multistate corporate
payroll over a threeyear period, which would level off
at the end of the three years. The study projected
that the increase in payroll paid by multistate
corporations would increase Georgia's personal
income tax collections by $32.4 million to $65.9
million in 2004 and by $118 million to $239.8
million in 2008. Thus, the increase in personal
income tax collections would more than offset any
decrease in corporation income tax revenues. The
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study was based upon actual Georgia corporation
income tax returns filed from 1992 through 2000.

Michael Mazerov, Center on Budget and
Policy Priorities

Michael Mazerov studied manufacturing
employment in the United States between 1995 and
2004. He concluded that every state except North
Dakota suffered a loss in manufacturing jobs. During
the 2001 - 2004 period, five of the eight states that
adopted a single sales factor had manufacturing job
losses worse than the median average loss (-8.2
percent in Louisiana) for the period. The manufac-
turing job loss in Connecticut was -9.6 percent; in
Texas, -9.8 percent; in Illinois, -10.2 percent; in
Maryland, -13.3 percent; and in Massachusetts,
-14.8 percent. With regard to the remaining single
sales factor states, lowa (-3.0 percent), Missouri (-5.3
percent), and Nebraska (-7.0 percent) had manufac-
turing job losses that were better than the median.
During the 1995 - 2004 period, the top three states
(North Dakota, Kansas, and Utah) and seven of the
top 15 states with manufacturing job losses that were
better than the median used equally weighted
payroll, property, and sales factors in apportioning
the income of multistate corporations.

Mr. Mazerov also studied facility or plant
investments made between 1995 and 2004. Citing
data from Site Selection Magazine, he determined that
71 facility or plant investments of at least $700
million were made during this period. Seven of the
10 single sales factor states did not land any of these
investments after adoption of the single sales factor.

Mr. Mazerov concluded that the empirical
evidence does not support the single sales factor as
an effective incentive for job creation or job
retention. The labor pool, transportation infrastruc-
ture, quality of education, and public safety have a
greater impact than tax policy in attracting business
investment, and reducing corporate income tax
revenues could mean that less is spent on these
items. He stated that even if a single sales factor
attracts business investment, it would not be cost
effective because reductions in corporate income
taxes are not tied to job creation or capital invest
ment.

Mr. Mazerov stated that the single sales factor
apportionment formula does not reflect where
corporations receive state services or where they earn
income because it excludes the payroll and property
factors that were endorsed under the Uniform
Division of Income for Tax Purposes Act. Under an
optional or election to use a single sales factor, there
will be no additional corporate income tax paid by
out-ofstate multistate corporations to make up for
any decrease in corporate income tax revenues. A
single sales factor apportionment formula that can
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be elected by manufacturers is estimated to
decrease corporate income tax revenues by $64.7
million annually, or 7.4 percent of 2007 corporate
income tax revenues.

Mr. Mazerov stated that the single sales factor
automatically reduces corporate income tax
liability for corporations with a greater percentage
of their sales outside of the Commonwealth,
regardless of whether the corporation creates new
jobs or makes a new capital investment. Under a
single sales factor, corporations may reduce jobs
and still receive tax savings. Mr. Mazerov testified
that the fundamentals of business dictate where a
business locates its operations. Using a single sales
factor to influence location decisions is an
inefficient use of state financial resources. Because
Virginia does not have a throwback rule, sales to
customers in states in which the corporation is not
taxable will not be taxed by any state.

Mr. Mazerov advised that there is no correla-
tion between the single sales factor and manufac-
turing jobs or capital investment. The vast
majority of corporations are not taxable in other
states and would not benefit from implementation
of a single sales factor, therefore, there would be
little incentive to invest. According to the Virginia
Department of Taxation, two-thirds of all Virginia
corporations are taxable only in Virginia.

Mr. Mazerov testified that combined state and
local taxes are about two percent of a business'
total expenses, with corporate income taxes
accounting for less than 10 percent of this two
percent total. Reducing this minor expense by
implementing a single sales factor does not have a
major impact on a corporation's profitability and
will not have a major impact on location deci-
sions. He stated that the absence of a single sales
factor could be the tipping point in a business
deciding not to invest in Virginia, but that the
single sales factor is inefficient. Under Califor-
nia's dynamic revenue model, every $1 billion
decrease in corporate income tax revenue would
recoup $180 million in dynamic revenue gains
after five years.

Mr. Mazerov stated that the Goolsbee/Maydew
and Edmiston studies were predictions and not
descriptive of actual results. Successive studies by
Goolsbee and Maydew resulted in lower estimates
for new jobs created under a single sales factor.
Mr. Mazerov concluded that:

e The single sales factor is unlikely to be effective
or costeffective in bringing about job creation or
investment.

e A single sales factor should not be enacted while
Virginia is confronting a fiscal crisis.

e There are better ways to fund economic
development.

Dr. Fletcher Mangum, Mangum Economic
Consulting, LLC

Manufacturing has a $172 billion economic
impact in Virginia. In 2007, manufacturing provided
286,579 jobs in Virginia, which was eight percent of
total employment. Virginia manufacturing jobs on
average paid $48,516 per year in 2007, which was five
percent above the statewide average. Manufacturing
has a larger impact in the Shenandoah Valley,
Western Virginia, New River/Mount Rogers, Region
2000, West Piedmont, South Central, and the Crater
Area regions of the Commonwealth. A 2005 Ernst &
Young study found that the effective state and local
tax rate in Virginia on manufacturing is 2.2 times
higher than on professional services; 1.9 times higher
than on information, data, and computer services; 1.5
times higher than on agriculture and forestry; and 1.4
times higher than on retail. Between 1990 and 2007
Virginia manufacturing employment fell 32 percent,
while between 2000 and 2007 Virginia manufacturing
employment fell 22 percent.

Dr. Mangum testified that the single sales factor:

Removes the current disincentive on increasing
Virginia employment and capital investment.

e Encourages companies that have a disproportion-
ately high economic impact on Virginia to locate in
the Commonwealth.

e Shifts some of the tax burden to businesses located
outside the Commonwealth.

o Keeps Virginia competitive with other states.

Dr. Mangum stated that between 2007 and 2008
10 states increased their sales factor weight and the
number of states offering at least an optional single
sales factor increased from 11 to 15.

Dr. Mangum concluded that the Gools
bee\Maydew single sales factor study in 2000 is the
most comprehensive study to date of the single sales
factor. It employed a 50-state analysis based on 20
years of data and used a multivariate regression
analysis to control for the effect of other factors on
employment. The study found that moving from a 50
percent to a 100 percent sales factor in New York
increased manufacturing employment by 3.5 percent
and nonmanufacturing employment by 1.3 percent
within three years.

Based on current trends, Virginia manufacturing
employment could decline from 286,579 jobs in 2007
to 241,173 jobs in 2012, or 45,406 jobs. A loss of
these 45,406 jobs would result in a loss of $396
million in state tax revenue ($70 million in business
taxes, $160 million in individual taxes, and $166
million in sales and use taxes). Applying the Gools-
bee/Maydew estimate of a 3.5 percent increase in
manufacturing jobs from the implementation of a
single sales factor means that 8,441 of the 45,406
manufacturing jobs otherwise projected to be lost
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could be retained if the single sales factor was
implemented in Virginia. Saving these 8,441 jobs
would result in a positive revenue impact of $75
million annually ($13 million in business taxes,
$30 million in individual taxes, and $32 million
in sales and use taxes).

Brett A. Vassey, Virginia Manufacturers
Association

The General Assembly found by statute that
manufacturing facilities would enhance Virginia’s
economic vitality. Mr. Vassey stated that in 2006
the Joint Legislative Audit and Review Commis-
sion (JLARC) found that the state and local tax
burden on Virginia manufacturing is "higher
than its proportional percentage of the State's
economy in terms of employment, the number of
firms, and total gross state product."

Virginia manufacturing supports 1,015,971
jobs (303,829 direct and 712,142 indirect jobs)
and is responsible for $172 billion in annual
economic output ($85.8 billion in direct output
and $86.2 billion in additional output). Based on
calendar year 2005 data, Virginia's manufacturing
sector, its supporting industries, and its employ-
ees generate $6.3 billion in tax revenue each year
($3.5 billion in state tax revenue and $2.8 billion
in local tax revenue). Manufacturing accounted
for 9.3 percent or $34.2 billion of Virginia's
$369.7 billion in gross domestic product in 2006.

Between 1990 and 2007, manufacturing jobs
decreased by 118,944. Conversely, between 1990
and 2006, manufacturing wages increased by 82.1
percent. A JLARC survey in 2006 of Virginia
manufacturers determined that workforce quality
and availability followed by workforce costs and
taxes were the most important determinants for
investment decisions.

Since 2005, Virginia manufacturing job
announcements are down 44 percent and capital
investment announcements are down 49 percent.
In a 2008 evaluation by the Ball State University,
Virginia ranked fiftieth in growth in value-added
manufacturing. Among competing Southern
states, Virginia has the highest effective tax rate
on manufacturers at 11.6 percent (Alabama, 8.5
percent; Georgia, 7.5 percent; Kentucky, 6.2
percent; North Carolina, 8.8 percent; and South
Carolina, 10.4 percent). Each year manufacturing
tax compliance costs in Virginia are $113 million
to $201 million. Manufacturers pay 27 percent of
local business taxes and 35 percent of total
corporate income taxes.

Mr. Vassey told the joint subcommittee that
19 states have already adopted a single sales
factor. Mr. Vassey concluded that:
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e Doing nothing may cost $396 million in state
and local revenue by 2012.

e Manufacturing overall performance has declined
in the last seven years.

e Analysis of the single sales factor requires the
consideration of the substantial impact that
manufacturers have on both their suppliers and
the Commonwealth.

e Manufacturers have demonstrated that they have
invested in their workforce.

o Capital investment is slowing.

Rob Shinn, Capital Results

Rob Shinn stated that the trend in many states
is toward adoption of a single sales factor for the
apportionment of multistate corporation income.
He stated that the single sales factor rewards
corporations for making investments in Virginia.
Mr. Shinn testified that the Goolsbee/Maydew
studies were the most comprehensive and reliable
because they controlled for many different
variables that can impact employment. He
concluded by mentioning that the single, biggest
issue for the business of Barr Laboratories is the
single sales factor.

Next Meeting

The fourth meeting is scheduled for November
17 at 10:00 a.m. The meeting agenda will be posted
on the study's website prior to that meeting.

H)R 177/S)R 101

Boopling o Single &

Senator Walter Stosch and Delegate Kathy
Byron, Chairs

Joan Putney and Mark Vucci, DLS Staff

(804) 786-3591
http://dls.virginia.gov/sst.htm

Reminder

The final meeting of Joint Subcommittees
for Interim Studies should be held
by November 30th.
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SJR 122: Joint Subcommittee to Study Regional

Rapid Transit Networks
October 1, 2008

The first meeting of the joint subcommittee
was held in Woodbridge. Senator Colgan called
the meeting to order. Senator Barker was
unanimously elected chair, and Delegate Watts,
vice chair.

Presentation

Tom Hirst, Rapid Transit Action
Committee

Bill Vincent, Breakthrough
Technologies Institute

According to Tom Hirst, there are two crises
facing Virginia: transportation and revenue.
Increasing congestion, rising gas prices, and
other economic concerns are having a big
impact on household budgets. Mr. Hirst looked
at the historical perspective on Northern
Virginia's growth. The job and population
centers are moving further apart, creating longer
commutes, congestion, and infrastructure
needs. The state transportation model,
established in the 1930s, requires reexamina-
tion. According to Mr. Hirst, there are transit
opportunities. Connecting 15 major activity
centers in Northern Virginia would provide a
costeffective, efficient transportation option
and new opportunities for economic growth at
the transit stations.

Bill Vincent then explained bus rapid transit
(BRT), a public transport system that improves
travel times, creates a premium image for public
transport, and promotes transit-oriented
development around stations. BRT's features
include traffic avoidance, better service, new
technologies, and real-time vehicle tracking and
control. Mr. Vincent looked at the "Quick
Start" or "BRT Lite" option, which identifies
options that can update existing buses. "Full
BRT" or "BRT Heavy" is a more extensive BRT
system. Mr. Vincent said that BRT works
because it takes cars off the road and creates a
more efficient use of existing lanes.

Mr. Hirst and Mr. Vincent looked at
possible next steps for the longer term. These
include recognizing and redefining the
expanded Northern Virginia, establishing a
regional rapid transit network to connect
existing and emerging activity centers within the
region, and improving the link between land
use plans and transport capacity.

October 22, 2008

The second meeting of the joint subcommittee was
held in Woodbridge. In brief opening remarks,
Chairman Barker explained that since the joint
subcommittee had not begun meeting until October
1, it would not be possible to complete its work by
November 30, as required by Senate Joint Resolution
122, but that he had received permission from
Senator Whipple, Chairman of the Committee on
Rules, to hold the group's fourth and final meeting in
December.

Presentations

Corey W. Hill, VDRPT

Corey Hill of Virginia Department of Rail and
Public Transportation (VDRPT) began by pointing
out the common characteristics of BRT systems. At
present, no bus rapid transit operations in Northern
Virginia display all of them. At present, services with
some BRT characteristics are operating in the
following corridors: 1195, 1-395, 1-66, U.S. Rte. 1, VA
Rte. 267 (Dulles Airport Corridor), and VA Rte. 244
(Columbia Pike Corridor).

Although they are not planning to include fully
dedicated bus lanes, Mr. Hill explained that the
construction of high-occupancy toll lanes (HOT lanes)
on 195, 11395, and 1495 in Northern Virginia would
be very helpful to the further development of BRT
operations in the area, not only by providing quasi-
dedicated lanes for bus operations, but also by
providing additional revenues from concession
payments to support public transit. He gave specific
examples, and cited ongoing studies to be conducted
by VDRPT, the Virginia Department of Transporta-
tion (VDOT), the National Capital Transportation
Planning Board, and George Mason University
looking toward expanding BRT to serve population
and activity centers throughout the region. In his
conclusion, Mr. Hill pointed out that using an
incremental approach to expanding BRT in Northern
Virginia not only makes the program financially
feasible, but brings significant improvements in the
short term by reducing travel time, increasing
ridership, improving coordination of services,
providing relief to passenger rail systems, and
encouraging public-private partnerships.

Ronald Kirby, Department of Transportation
Planning, Metropolitan Washington Council
of Governments

Ronald Kirby observed that employment in
Northern Virginia has been growing faster than its
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population, making increased use of mass transit not
only feasible, but necessary as well, in order to limit
increases in traffic congestion. Several of Mr. Kirby's
remarks underscored the interdependence of
transportation planning and land use planning and
linked increased transit use to efforts to improve air
quality and reduce greenhouse gas emissions.

Alfred H. Harf, PRTC

Alfred Harf discussed Potomac-Rappahannock
Transportation Commission (PRTC) and how its
programs and operation fit into the broader
Northern Virginia regional context. He gave several
illustrations to show that BRT is actually a contin-
uum of costs and benefits, and that the success of
any BRT services depends on maximizing the
benefits while minimizing costs. Like the day's other
speakers, Mr. Harf pointed out that existing BRT
operations in Northern Virginia are at "the lower
end of the continuum."

Tom Biesiadny, NVTA

Tom Biesiadny began by providing the members
with the background and mission of the Northern
Virginia Transportation Authority (NVTA), focusing
on the production and approval of the
TransAction2030, a regional longrange transporta-
tion plan that has identified the need for $16.6
billion in additional Northern Virginia transporta-
tion funding over the next 25 years. His remarks also
pointed out to the members the negative impact that

the Virginia Supreme Court's ruling voiding the
NVTA funding included in House Bill No. 3202
(2007) has had on NVTA's plans and operations.
Mr. Biesiadny concluded his remarks by providing
the joint subcommittee with specific examples of
BRT services currently being provided in Fairfax
County.

Next Meeting

The next meeting date, to be held some time in
November, will be posted on the committee
website and the General Assembly website as soon
as information is available.

SJR 122

3%5Wuéww

Senator George Barker, Chair

Alan Wambold and Caroline Stalker, DLS Staff

(804) 786-3591

http://dls.virginia.gov/ transit. htm

SJR 75: Joint Subcommittee Studying the Comprehensive Services

for At-Risk Youth and Families
October 6, 2008

The first meeting of the joint subcommittee was
held in Richmond. Since this was the first meeting
of the 2008 interim and the joint subcommittee is
operating under a new resolution, elections were
held. Senator Emmett W. Hanger, Jr., was elected
chair, and Delegate Philip A. Hamilton, vice-chair.

Charlotte McNulty, Harrisonburg-
Rockingham Comprehensive Services
Board

Charlotte McNulty gave an update on activities
of the Office on behalf of the Office of Comprehen-
sive Services (CSA). Kim McGaughey, former
director of the Office of CSA, has taken another
position, so Ms. McNulty is acting as interim co-
director. Ms. McNulty updated the joint subcommit-
tee on implementations of the legislative actions
from the 2008 General Assembly session. She first
spoke about the 50% reduction in locality match
rates for community-based services that went into
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effect on July 1 of this year. The Office of CSA
conducted six regional trainings on the match rate
changes in July and August, with a total of 219
attendees. There was some discussion on the service
placement type definitions that were changed in
conjunction with the match rate changes. Delegate
Hamilton pointed out that there was frustration in
some of the localities, where they felt they were
being required to implement changes with
definitions that weren't entirely clear. It was agreed
that there should be ample training for localities to
explain the new definitions.

Ms. McNulty also discussed implementation of
the data set changes, which were part of the
regional trainings, and implementation of the
Indiana assessment tool, the Child and Adolescent
Needs and Strengths (CANS). Through various
trainings, so far 355 users have been certified in
using the tool. Finally, Ms. McNulty updated the
joint subcommittee on the work of various CSA
workgroups.

The Office of
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Raymond Ratke, Department of Mental
Health, Mental Retardation & Substance
Abuse Services

Raymond Ratke gave an update on children's
mental health services. He spoke of the Council on
Reform's (CORE) role in leading reform in this area.
The four critical reform areas are:

e To adopt a statewide philosophy of care and
practice model.

e To implement a training program based on the
practice model.

e To increase family-based placements (as opposed to
congregate care).

e To improve the use of data as a management tool.

Currently, they are in Phase I of the reform
effort, which involves working with 13 localities in
these areas, before going statewide in Phase II. He
gave an overview of the reform process and spoke of
some success they have seen already in the reduction
of congregate care in Phase I localities. He also gave
a timeline for reform going forward, which includes
a plan to take the reform statewide in January of

2009.

Discussion of Work Plan

Following presentations, the joint subcommittee
discussed the study plan for the remainder of the
2008 interim. All agreed that it would be valuable to
get input from localities at various locations.

Members tentatively agreed on three future meetings
in Northern Virginia, Portsmouth, and Roanoke, in
order to hear from both local CSA workers and local
government representatives.

Next Meeting

Members agreed that they would try to schedule
three more meetings, one in late October, one in
November, and one in early December, if possible.
The next meeting date will be posted on the commit-
tee website and the General Assembly website as soon
as information is available.

SIR 75
e ervices

Senator Emmett Hanger, Jr., Chair
Delegate Phillip Hamilton, Vice Chair

Sarah Stanton and Jessica Eades, DLS Staff

(804) 786-3591
http://dls.virginia.gov/CSA.htm

HJR 178/SJR 70: Joint Subcommittee Studying Development
and Land Use Tools in Virginia’s Localities

October 9, 2008

The joint subcommittee held its second meeting
in Richmond. According to House Joint Resolution
178 and Senate Joint Resolution 70, the joint
subcommittee is charged with examining and
monitoring the transition to channeling develop-
ment into Urban Development Areas, and
determining if additional legislation is needed to
help localities as they transition to Urban Develop-
ment Areas. Moreover, the aforementioned
resolutions require the joint subcommittee to make
a comprehensive evaluation of all existing land
use planning tools and infrastructure financing
options and make any recommendations deemed
appropriate.

Work Group #1

Delegate Glenn Oder, Chair of Work Group #
1, reported on the Work Group #1 meeting held
on October 9 in Richmond. Work Group #1 is
tasked with answering the following questions:

e Can, and how, cash proffers/impact fees be utilized
within an Urban Development Area (UDA) to
encourage development near water/sewer/other
infrastructure and discourage development that is
not near water/sewer/other infrastructure’

e Can, and how, cash proffers/impact fees be used to
enhance local infrastructure financing, promote
higher density inside UDAs, protect farmland/
forests/open space?

e Do either the statutes for cash proffers/impact fees
or Urban Development Areas need to be amended
to further the legislative goals in the UDA law?

e What is this group’s role in relation to the Speaker’s
group negotiating SB768 from the 2008 session?

o What is the ap roEriate relationship between the
financing tools (cash proffers/impact fees) and the
land use tool (UDA)?

e What is this group’s role in shaping future state
policy?

Work Group #1 discussed each of these questions
and reported to the joint subcommittee that there
was consensus on incentivizing increased density in
urban development areas but no consensus on
discouraging development in other areas of a locality
through increased fees. There was also agreement
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among work group members that cash proffers and
impact fees should not be considered a reliable source
of local government funding due to their unpredict-
ability and their nature as a one-time fee. It was also
determined that issues related to the cash proffer
system and impact fees were better left at this time to
the group that has been asked to negotiate those issues
during the 2008 interim. Finally, the work group
agreed that the use of community development
authorities (CDAs) for purposes of local infrastructure
development warranted further investigation by the
work group and that a future presentation on CDAs
may be appropriate.

Work Group # 2

Lisa Guthrie, vice-chair, reported on the Work
Group #2 meeting, held on October 9 in Richmond.

Work Group #2 is tasked with answering the
following questions:

e What is necessary legislatively to better promote
cooperation between a locality establishing an urban
development area and those public and private
entities necessary to the establishment of a successful
urban development area (e.g., state agencies, utility
companies serving that locality, redevelopment and
housing authorities, incorporated towns within or
neighboring the locality)?

e Should the duties of the Commission on Local
Government be expanded to better promote a
locality's establishment of an urban development

?
area’

e What is the appropriate role of the state in
establishing and furthering urban development areas?

e Can state regulations that prevent the successful
development of wurban development areas be
amended to avoid prevention?

e What role can regional planning district commissions
play in helping to establish locations of urban
development areas?

e How can counties and incorporated towns within
counties be encouraged to designate the incorporated
towns as urban development areas?

e What roles do boundary adjustments play in
furthering development near municipal water and
sewer lines?

e Can the transfer of development ri%hts statute be
amended to promote counties establishing urban
development areas in towns!?

The members discussed the appropriate role of the
Commonwealth in establishing and furthering urban
development areas and regulations that prevent the
successful development of urban development areas.
First, and respectively, the group discussed the
advantages and disadvantages of the Commission on
Local Government, a commission within the
Department of Housing and Community Develop-
ment, providing technical assistance to localities in
planning urban development areas; noting staff
limitations, the group discussed the role of regional
planning commissions with respect to planning urban
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development areas. Second, several members
discussed the impact that recently promulgated
regulations relating to nutrient caps, sewer capacity,
etc, would have on intensifying development in
counties where existing dense development relies on
private water wells and septic systems, as opposed to
sewer lines and waterlines.

Work Group # 3
Matthew Bolster, AICP, Senior Policy Analyst,

Commission on Local Government, Virginia
Department of Housing and Community Develop-
ment, reported on the work group meeting held
October 2, 2008.

Work Group #3 is tasked with answering the
following questions:

e How can the statute governing urban development
areas be enforceable and less prone to differing
interpretations’

e How can the mandate that localities adopt urban
development areas in the comprehensive plans be
enforced? Should localities be required to adopt
urban development areas, but not as a part of the
comprehensive plan?

e What is necessary legislativelty to promote urban
development areas as areas for redevelopment in
cities?

e Should the law be different for zoning and
subdividing land in urban development areas?

e Should there be a deadline by which municipalities
must adopt an urban development area?

e What is necessary legislatively to better promote the
direction of state and local transportation dollars for
housing, economic development, and transportation
to urban development areas?

e Can the minimum density requirement for urban
development areas be averaged out throughout the
urban development area?

The members discussed the following:

e Whether the law should provide a means by which
an individual can seek enforcement of the urban
development statute other than a mandamus action.

e Whether municipalities should enjoy the same
deadline counties currently enjoy with respect to the
adoption of urban development areas.

e Whether the minimum density requirement for
urban development areas should be averaged out
throughout the urban development area.

e If state agencies, such as the Virginia Resources
Authority, could leverage their money to ensure or
promote urban development areas.

First, the members did not reach a consensus as to
whether the law should provide a means by which an
individual can seek enforcement of the urban
development statute other than a mandamus action or
as to whether the minimum density requirement for
urban development areas can/should be averaged out
throughout the urban development area. Second, the
members recommended legislation that would confer
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upon municipalities the same deadline enjoyed by
counties with respect to the adoption of urban
development areas. Lastly, the members decided to
further discuss whether state agencies could and
should leverage their money to ensure or promote
urban development areas.

Presentations

Michael Toalson, Home Builders
Association of Virginia

Michael Toalson gave a presentation on behalf of
the Home Builders Association of Virginia. He began
by quantifying the housing economy (e.g., new
homeowner spends an additional 15 percent of the
home's value on furnishings and other items for the
home). He explained how old land use planning
promoted urban sprawl and how current market
factors promote development of mixed-use properties.
After discussing state constitutional guarantees
relating to property, Mr. Toalson stated that, despite
the movement to new urbanism, consumers should
still retain choice in housing types. He noted the
means authorized under the Code of Virginia by
which Virginia localities can conduct land use
planning (e.g., the collection of impact fees and
proffers, the creation of urban development areas).
Finally, Mr. Toalson shared the reaction of the Home
Builders Association of Virginia to the legislative
prescription of urban development areas, suggested
amendments to § 15.2-2223.1 of the Code of
Virginia, and listed principles relating to conditional
zoning (proffers) that the Home Builders Association
of Virginia believe should guide infrastructure
financing.

Peter M. Stephenson, Town of Smithfield

Peter Stephenson delivered a presentation to the
joint subcommittee. He first explained the goals of

House Bill 3202 (2007), as they relate to land use
planning. The presentation centered on a discussion of
conditional zoning and impact fees. First, Mr.
Stephenson, quantitatively, showed how cash proffers
help furnish capital improvements undertaken by
localities. However, he stated that a properly enacted
impact fee system, which would not include artificial
limits on the fee amounts, could promote more intense
development near urban centers with a lower or no
impact fee in the area encompassing development, as
opposed to a higher fee outside of area. Mr. Stephen-
son also highlighted the use of cash proffers by
localities that do not collect them, e.g., an incorporated
town that collects cash proffers using cash, in
conjunction with the surrounding county that does not
collect cash proffers, to build a school for students
residing in or near the incorporated town.

Next Meeting

The next meeting date will be posted on the
committee website and the General Assembly website
as soon as information is available.

HJR 178/SJR 70
Soint Subcommittee Studying
and Land Use ools
in Vinginia's Localilies

Delegate Clifford Athey, Chair

D

Kevin Stokes and Jeff Sharp, DLS Staff

(804) 786-3591
http://dls.virginia.gov/DLUT.htm

HJR 91: Joint Subcommittee Studying Ways the Commonwealth May Work More
Closely with Private, Nonprofit Colleges to Meet Higher Education Needs

October 20, 2008

The joint subcommittee held its meeting in
Richmond. As Chairman Hamilton was in another
meeting, vice-chairman Delegate Hall opened the
meeting, with Chairman Hamilton joining shortly
thereafter.

Presentations

Paul Baker, Hampden-Sydney College

Paul Baker gave a detailed presentation on
Hampden-Sydney’s recent experience building a new
library. In total, it was a 20-year project, conceived in

1987 and ready for occupancy in 2007. He spoke of
the difficulties in having to raise the $18 million
required for this project with no state aid. Fundrais-
ing for the project began in 2001, and is still
ongoing. When asked if Hampden-Sydney consid-
ered using the Virginia College Building Authority,
he replied that the college looked into it, but the
process was cumbersome and not the most cost
efficient option.

Robert Lindgren, Randolph-Macon College

Robert Lindgren spoke more generally about
capital projects. He underscored the difficulties in
raising money for capital projects without state
assistance. He mentioned that most donations are
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not made for building purposes. If the project is for
renovations of existing structures, which have
presumably already been named, the challenges are
even greater.

He also spoke about his experience in Maryland,
when he was working for Johns Hopkins University.
There he took advantage of a Maryland program,
where each year the legislative body appropriates $8-39
million to the state’s equivalent of the Council of
Independent Colleges in Virginia, which is then doled
out to private institutions for capital projects. Having
state support for a program also helped lure private
investors. When asked, he also stated that while
Randolph-Macon has in the past used the Virginia
College Building Authority, it is not the most cost-
effective method of financing a project.

Robert Lambeth, Council of Independent
Colleges in Virginia

Robert Lambeth provided the joint subcommittee
with an overview of publicly supported programs for
private institutions in other states. Several states
provide support for capital projects, similar to the
Maryland program, although Maryland appears to be
the only state that provides regular, annual support.

Mzr. Lambeth pointed out that Virginia is currently
one of only 11 states that does not offer a state-
sponsored student loan program. Members were
interested to learn this, and it was added to the list of
topics to be discussed next year. Forty-eight states,
including Virginia, offer state funding to students
attending private institutions. Four states offer
additional state funding to private institutions, based
on either enrollment, enrollment of low-income
students, in-state enrollment, or degree completion.

Mr. Lambeth explained that there are a variety of
additional measures states have taken to assist private
institutions, including tuition tax credits or deduc-
tions, special funding for high needs areas, such as
nursing, and a state match program to encourage
federal or private research funding. In addition to his
presentation, he also provided members with a binder
full of detailed information on various state programs.

Next Meeting and Work Plan

Staff presented a tentative two-year work-plan and
the members added several topics for discussion. The
joint subcommittee will not meet again until the 2009
interim, but permission will be sought to carry over
the two unused meetings from 2008. The next

meeting will most likely be sometime during the
spring of 2009.
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HJR 72: Joint Subcommittee Studying Public-Private Partnerships

Regarding Seaports in Virginia
October 22, 2008

The joint subcommittee met in Norfolk for its
third meeting.

Presentations
Michael McClellan, Norfolk Southern Corp.

Norfolk Southern is the second largest eastern
railroad carrier in terms of revenue and track mile-
age. In the last four quarters, Norfolk Southern gen-
erated over $10 billion, with coal and intermodal
accounting for about 47% of this revenue. Intermo-
dal is 20% of revenue and 41% of units. While Nor-
folk Southern serves most of the primary ports on
the east coast and does significant intermodal and
dry cargo business at all of them, the port facilities of
Hampton Roads are of particular importance to the
railroad for several reasons.
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First, Norfolk Southern owns and operates a large
general merchandise port facility, Lambert's Point
Docks. Second, Norfolk is home to Lambert's Point
coal piers, which provide the majority of Norfolk
Southern's capacity for coal exports. Finally, the Hamp-
ton Roads container terminals, including the Portlock
facility in Chesapeake, are a critical part of Norfolk
Southern's overall intermodal network.

Mr. McClellan advised that Norfolk Southern has
an extensive intermodal network serving the East
Coast ports, but that the company could not comment
directly on the merits of privatizing all or a portion of
the property or operations of the Virginia Port Author-
ity (VPA), as it does not know the structural form or
economic costs and benefits that the Commonwealth
might be considering for such a transaction. However,
given that Norfolk Southern has a large portion of its
international intermodal business generated from VPA
facilities, it is a key stakeholder in this process and
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wants to ensure that whatever structure is ultimately
adopted promotes the viability of this port. To this
end, Mr. McClellan recommended three key criteria
in evaluating any change in the current structure of
the container operations of the VPA: economics,
development, and investment.

The first criterion should be preserving and en-
hancing the port's economic competitiveness. Steam-
ship lines are extremely sensitive to even small
changes in their overall cost structures. When costs
go up for either port or inland services, the steam-
ship lines have proven very adept at quickly shifting
their networks to lower cost solutions when cost
inputs change. This is particularly true when they
perceive that these cost changes are structural and
permanent. Thus, if a change in the current struc-
ture of the VPA would result in an increase in the
cost structure and price structure of the port in a
meaningful way, Norfolk Southern believes that this
would be a negative for the port overall. Such a cost
increase might manifest itself in container fees, in-
creased debt by a new entity, or increased land rents
or taxes, all of which would ultimately drive up the
prices per unit to the steamship lines and ultimate
shippers, driving away freight. Mr. McClellan sug-
gested that developing privately funded and operated
terminal facilities on Craney Island seems to be one
of the approaches that the VPA might engage in to
ensure cost competitiveness of the port, particularly
for those steamship lines that are demanding their
own terminal assets on the East Coast.

The second criterion is preserving and enhancing
the port's economic development role and capabili-
ties. While the vessel and port economics are the
opening ante when steamship lines determine their
vessel rotations, having a strong base of customers
that receive or generate cargo is required for a win-
ning hand. Competition to develop landside custom-
ers and facilities up and down the East Coast is
fierce, and ensuring that the VPA or any new entity
has an economic development mission, and is
closely aligned with other economic development
entities in the Commonwealth of Virginia, is a very
important capability for the success of this, or any,
port.

The third and final criterion is ensuring the con-
tinued investment in the port for both capacity and
productivity. While it is conceivable that a change in
structure of the VPA and its operations might not
result in any immediate increase in today's cost struc-
ture, if such a deal inhibited investment in the port's
facilities, it would be easy to envision a gradual ero-
sion in the strategic competitiveness of the port. Ca-
pacity growth capability and ongoing operational
productivity improvements are key determinants
when steamship lines select ports for their opera-
tions. Any degradation in the ability of a new owner

to invest in capacity and productivity, whether per-
ceived or real, will degrade the strategic competitive
position of any port.

One criterion not mentioned is the ultimate
value that could be derived by the Commonwealth
from the privatization of all or part of the VPA and
its operations. The competitive position of all of the
ports in Hampton Roads is of extreme importance to
Norfolk Southern, and not just because the ports in
Hampton Roads produce more container volume for
Norfolk Southern than any other port. Norfolk
Southern, along with the Commonwealth of Virginia
and the federal government, and with the support of
the VPA and the Virginia Maritime Association, are
undertaking one of the most expensive and complex
clearance and line improvement projects in the com-
pany's history.

Thomas J. Simmers, Ceres Terminals, Inc.

Thomas Simmers discussed the number of ves-
sels, operating income, revenue, and locations of the
operating and landlord ports of Ceres Terminals,
Inc. Mr. Simmers discussed how, in his opinion, pri-
vatizing works from an operating perspective. Accord-
ing to Mr. Simmers, the privatized model of ports
operations increases profit margins, decreases costs,
better utilizes assets, delivers more seamless service,
and focuses on both land transportation and vessel
production. Moreover, Mr. Simmers testified that
privatization frees up government capital for other
public projects and can make the ports more com-
petitive because private industry can build quicker
and more efficiently than the government.

Andy Hecker and Mike Crist,
Moffatt & Nichol

Andy Hecker and Mike Crist delivered a presenta-
tion about the 2040 Master Plan update for the Port
of Virginia. The presentation began by the gentlemen
discussing the purposes of the Port of Virginia: the
promotion of maritime commerce, economic and
local business growth, job creation. Next, Mr. Hecker
and Mr. Crist discussed the needs of the Port of Vir-
ginia being met by balancing demand and capacity,
longterm planning, investments, and fiscal disci-
pline. Noting the efficient transportation, such as rail
improvements, assists in the generation of statewide
benefits, Mr. Hecker and Mr. Crist stated that oppor-
tunities exist to grow demand of port use, maximize
productivity gains, promote distribution of jobs,
buildings, and cargo, and advance technology
through operational efficiency and automation. Fur-
thermore, Mr. Hecker and Mr. Crist acknowledged
the uncertainty of the national economy, that compe-
tition for cargo and land distribution centers is
fierce, and the need for continual evaluation of short-
term and long-term capital and resource allocations.
Mr. Hecker and Mr. Crist stated that port activity
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continues to generate benefits for Virginia; a fiscally conser-
vative plan supports growth and needed investments; capi-
tal improvement plans relating to Craney Island fit funding
scenarios; and economic uncertainties affect the pace of

long term plans. All the presentations can be found in their
entirety on the joint subcommittee’s website.

Next Meeting

The next meeting is scheduled to meet in Norfolk at
Old Dominion University on December 1, 2008.

E"Did You Know?" will appear in each

RIS and Town Hall Receive 2008 Governor's
Technology Award

The Virginia Code Commission, Division of Legislative
Automated Systems, and Department of Planning and
Budget each received the 2008 Governor's Technology
Award at the Commonwealth of Virginia Information
Technology Symposium (COVITS) on Monday, September
8 at the Williamsburg Marriott for their joint nomination
in the 'crossboundary collaboration" category. The
submission titled "Regulation Information System (RIS)
and Virginia Regulatory Town Hall 2.0" highlighted, among
other things, the collaborative effort between three agencies
in two branches of government to implement and
streamline the filing of regulations for
publication in the Virginia Register of Regulations and to
provide for daily updating of the Virginia Administrative
Code.

Launched in July 2007, the Regulation Information
System is a web-based application that allows agencies to
create regulatory text, submit the text to Town Hall for
executive branch review, and submit projects electronically
to the Registrar for publication. In addition, the Registrar's
Office uses the system to prepare and publish the biweekly
Virginia Register of Regulations and to make improvements to
and maintain the Virginia Administrative Code database
online with daily updates. Almost 300 state agency
personnel are trained, registered RIS users.

RIS and Town Hall 2.0 were developed in-house by

state personnel with almost no hard costs; the return on
staff time investment includes significant savings in time

electronic
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HJR 72
Goint Subcommittee Studying Public-Private
@Mbmkf?, E*OR%J anding Seaports
m wgmm

Delegate Harry Purkey, Chair
Caroline Stalker and Kevin Stokes, DLS Staff

(804) 786-3591

http://dis.virginia.gov/ports.htm

Did You Know?

Virginia Legislative Record.

§The article will feature important topics or interesting facts relevant to the Virginia legislature. For general
questions or issue suggestions, please contact DLS at (804) 786-3591 or kmcdermott@dls.virginia.gov.

and vast improvements in usability, accuracy and transparency
for citizens. Their collaboration provides a model for electronic
rulemaking nationwide.

* Kk %

The Virginia Register of Regulations is Virginia’s official state
publication of regulations. All regulations must be filed with
the Registrar of Regulations for them to become law. The
Register, which will be celebrating its 25th year in 2009, was
established in 1984 by the General Assembly to further
enhance public participation in the regulatory process and is
published every other Monday by the Register staff.

The Virginia Administrative Code is the compilation of
permanent regulations for the Commonwealth of Virginia that
have the force of law. It was compiled and initially published in
1996 by the authority given to the Code Commission in
Chapter 216 of the 1992 Acts of Assembly.

The Virginia Regulator Town Hall is a website managed by
the Department of Planning and Budget. Through this website,
executive branch agencies submit regulations for review and
approval of the Governor and electronically submit regulatory
actions to the Registrar's Office for publication. It facilitates
public participation through online comment forums and an
email notification service.

For information on Virginia's regulatory process, contact
the Registrar's Office, part of the Division of Legislative
Services, at 786-3591.

-Lilli D. Hausenfluck,
Editor, Virginia Administrative Code
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Study Meeting Calendar for November - December '08

Study Name Meeting Information DLS Staft
Development and Land Use Tools, Workgroup #2 8:30 a.m., Wednesday, November 12, 2008 )
Kevin Stokes
Followed by GAB, 7th Floor West Conference Room C Jeff Sharp
*Full Committee *9:30 a.m., Capitol, House Room 1
Local Incentives to Private Businesses 8:30 a.m., Wednesday, November 12, 2008
for Economic Development Amigo Wade

GAB, House Room D

Special Subcommittees of House Committee on General

10:00 a.m., Friday, November 14, 2008

Maria Everett

Laws and Senate Committee on Rehabilitation and Social Capitol, House Room 1 Patrick Cushing
Services Studying Certain ABC Issues
Math Science and Technology Education 10:00 a.m., Monday, November 17, 2008 Pat'rick Cushing
Nicole Cheuk

Capitol, House Room 1

Benefits of Adopting a Single Sales Factor

10:00 a.m., Monday, November 17, 2008
GAB Bldg, House Room D

Joan Putney

Mark Vucci

Transfer of Development Rights

10:00 a.m., Monday, November 17, 2008
GAB Bldg, House Room C

Jeff Sharp

Substance Abuse Prevention and Treatment

10:00 a.m., Tuesday, November 18, 2008
GAB Bldg, Senate Room A

Sarah Stanton

Public-Private Partnerships Related to Seaports

1:00 p.m., Monday, December 1, 2008

Location to be determined in the Norfolk area

Kevin Stokes
Caroline Stalker

Hampton Roads Transportation Network

10:00 a.m., Wednesday, December 10, 2008
Virginia Modeling, Analysis and Simulation Center

1030 University Boulevard, Suffolk

Alan Wambold

Meetings may be added at anytime, so please check the General Assembly and DLS websites for updates.

Al

DLS BULLETIN BOARD

o Prefiling of legislation for the upcoming
began

General Assembly Session

July 21, 2008.

Monday, December 8, 2008.

e Joint subcommittees

should

o All requests for drafts of legislation to be
prefiled need to be to DLS by 5 p.m. on

submit an

Final meetings for Interim Studies should be
held by November 30, 2008.

Committee action on continued legislation
must be completed by midnight
December 4, 2008.
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executive summary, including their findings
and recommendations, to DLAS by the first
day of the General Assembly’s Regular
Session.

2009 General Assembly Session begins at
noon on January 14, 2009.
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COMMISSIONS AND COUNCILS

Legislative Commissions and Advisory Councils are also staffed or monitored by Division of Legislative Services and

some, such as FOIA and JCOTS and others that are featured in the Legislative Record, have independent, comprehensive
websites that contain a wealth of information regarding research, proposed legislation, and ongoing activities and
scheduled workshops. Be sure to visit each respective Commission and Council website for more detailed information.

Virginia Sesquicentennial of the
American Civil War Commission

Workgroup 2 - Signature Events 92408

Speaker Howell welcomed workgroup members and those
present at the meeting. He also introduced Dr. Paul
Levengood, who will succeed Dr. Charles F. Bryan, Jr., as
President and Chief Executive Officer of the Virginia
Historical Society in November.

Signature Conference

Carolyn M