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Executive Summary 

The Commission on Local Government (CLG), a five-member body appointed by the Governor, promotes 
and preserves the viability of Virginia’s local governments by fostering positive intergovernmental 
relations.  The Commission assists counties, cities and towns in the Commonwealth in several ways.  
These duties include the review and publication of advisory reports and provision of technical assistance 
on boundary change and governmental transition issues; publication of an annual catalogue of state and 
federal mandates on local governments; and development of an annual report analyzing the 
comparative revenue capacity, revenue effort, and fiscal stress of Virginia’s cities and counties. 

Recent local government transition cases led to a study by the Joint Legislative Audit and Review 
Commission (JLARC) of the state’s role in providing special funding incentives to localities undergoing 
consolidation or reversion.  The bulk of these incentives were directed toward school division 
consolidation while other incentives provided hold harmless funding for certain local resources for a 
period of 15 to 20 years.  JLARC’s study revealed that Virginia’s approach was potentially high-cost with 
some possible consolidations exposing the state to at least $32 million annually.  The analysis also 
revealed that the approach was arbitrary and originated to address one specific local circumstance.  As a 
result of this study, the General Assembly ended the school division consolidation incentives and 
directed the CLG to “...develop a process to determine an appropriate calculation for additional state 
funds for future local consolidations… (Item 107, Chapter 665, 2015 Acts of Assembly).” 

The Commission, through research and consultation with a variety of stakeholders, identified five 
recommendations to address local government consolidation and reversion in the Commonwealth.  The 
Commission would like to emphasize that these recommendations would incentivize two different 
approaches to consolidation or reversion: full consolidation and contractual operational consolidation.  
The latter option is an intergovernmental agreement tool not previously incentivized that could assist 
many fiscally stressed localities with improving local fiscal sustainability and achieving local service 
improvements without having to overcome the significant local identity barriers that usually impeded 
consolidation.  The Commission is also recommending use of its annual Fiscal Stress Index in lieu of the 
local composite index (LCI) of ability to pay as the primary input for the school division consolidation 
incentive formula.  The remaining recommendations address the administration and duration of special 
funding incentives in the event of a consolidation or reversion. 

The five recommendations – in summary – are as follows: 

1. Avoid creating additional barriers to the reversion or consolidation process. 
2. Provide matching funds for localities to study the feasibility of consolidation or reversion. 
3. Reduce the duration of hold harmless and special funding for school divisions to five years. 
4. Redesign the school division consolidation incentive formula. 
5. Provide incentives for joint contracting of school services as a first step toward full 

consolidation. 
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Background 
 

The Commonwealth of Virginia provides several options for local governments to consolidate their 
operations through consolidation of two like or unlike units of government and through reversion of 
cities to town status.  These efforts usually occur as a result of circumstances related to fiscal and 
economic distress afflicting the localities.  There have been 3 complete consolidation efforts in the last 
20 years: (1) the reversion of the former city of South Boston to town status in Halifax County (1996), (2) 
the reversion of the former city of Clifton Forge to town status in Alleghany County (2000), and (3) the 
reversion of the former city of Bedford to town status in Bedford County (2013).   

Historically, the state has provided special funding to assist with the transition of 
consolidation/reversion for the affected localities.  This helped localities overcome fiscal obstacles and 
disincentives related to their consolidation efforts while also potentially creating greater local 
government efficiencies, state savings, and avoiding fiscal insolvency. 

The first source of special funding included a hold harmless provision for state aid for a period of 15 to 
20 years, depending on whether the action involved a reversion or full consolidation.  Excluding K-12 
funding, this included state aid such as funds for constitutional officers, transportation, social services, 
etc. 

The second source of special funding involved additional K-12 funding based on a formula using the 
lower local composite index of the two localities.  This formula originated in 1982 during discussions 
involving additional state aid for the consolidation of the Alleghany County and Clifton Forge school 
divisions.  Universal application of this formula was not considered during these discussions; however, 
the formula remained available for its application to consolidations with some minor revisions until 
2013. 

When the City of Bedford reverted to town status in 2013, Bedford County became responsible for 
providing some of the essential basic local government services in the former city.  Using the previous 
formula in place to encourage reversions and consolidations, Bedford County became eligible for about 
$6 million a year for fifteen years in school aid incentive payments.  Unfortunately, that formula did not 
direct greater incentive payments to encourage consolidations of the localities with the least amount of 
fiscal resources.  Instead, it created excessive incentives for larger suburban counties to consolidate with 
smaller cities with average tax bases.  In fact, consolidations of the state’s poorest localities would have 
resulted in incentive payments under $200,000 per year, while consolidations in urban areas would have 
resulted in incentive payments exceeding $25 million annually. 

Following the Bedford reversion, the General Assembly directed JLARC to study the issue: 

JLARC is hereby directed, with assistance from the Commission on Local Government, to analyze 
and make recommendations going forward regarding the most effective balance between the 
costs of incentives for government and school consolidations with the expected resulting savings 
and operational benefits, and how best to structure such state incentives to achieve both clarity 
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for localities as well as justification that incentives are adequate, but not more than necessary. 
JLARC shall complete its study and submit a final report no later than October 1, 2014.  

JLARC subsequently issued its report in September 2014, including the following recommendations: 

1. The General Assembly may wish to consider setting forth in the Code of Virginia the state’s 
goal to provide special funding to facilitate amicable consolidations that improve local fiscal 
sustainability, and when possible realize state or local savings and local service improvements. 

2. The General Assembly may wish to consider providing grants through the Appropriation Act to 
localities to assess whether consolidation is feasible, and the likelihood of improving fiscal 
sustainability and local services, and achieving state or local savings. 

3. The General Assembly may wish to amend § 22.1-25 of the Code of Virginia and item 139, 
A.4.c.1 of the Appropriation Act to remove references to additional state funding for future 
consolidations based on the local composite index.  

4. The Commission on Local Government should develop a new process to determine the amount 
of additional state funds for local consolidation. The amount of additional funding for local 
consolidation should be based primarily on the projected cost of consolidation. The length of 
time additional funding is provided should be based primarily on the complexity and length of 
time necessary for the consolidation. The process should be developed in coordination with the 
Department of Education and state Board of Education. 

5. The General Assembly may wish to amend the Code of Virginia to direct the Commission on 
Local Government to prepare and submit proposals through the governor’s budget for additional 
state funding for localities that wish to consolidate. The amount of additional funding requested 
should be based primarily on the projected cost of the specific consolidation being proposed. 

The 2015 General Assembly amended the 2014-2016 Appropriation Act to eliminate incentives that had 
been previously offered to consolidating school divisions.  At the same time, the legislature directed the 
Commission to complete this study as follows (see Appendix A): 

It is the Commonwealth's goal to encourage amicable consolidations that improve local fiscal 
sustainability and, when possible, realize state or local savings and local service improvements. 
Therefore, the Commission on Local Government shall develop a process to determine an 
appropriate calculation for additional state funds for future local consolidations. The 
Commission's recommendations shall be submitted to the Governor and Chairmen of the House 
Appropriations and Senate Finance Committees no later than December 1, 2015. The amount of 
additional funding for local consolidation should be based primarily on the projected cost of 
consolidation. The length of time additional funding is provided should be based primarily on the 
complexity and length of time necessary for the consolidation. The process should be developed 
in coordination with the Department of Education and State Board of Education with input from 
other stakeholders. 
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Existing Conditions 
 

The Commonwealth provides a process for an existing independent city to revert to town status, and for 
two or more localities (of any type), or two or more school divisions, to consolidate.  The State also has 
historically provided financial and other types of incentives to encourage such actions.   
 
School-Aid Incentives.  Until this year, the General Assembly permitted two school divisions that 
consolidate to utilize the lower composite index of local ability-to-pay to determine the State’s share of 
funding responsibility for the consolidated school division’s entire membership.  In situations where 
there was a large disparity between composite index scores and when the larger school division had a 
higher composite index, this could result in a significant increase in state financial assistance for fifteen 
years.  This provision for special funding was removed in its entirety from the Appropriations Act via 
item 136, Chapter 665, 2015 Acts of Assembly. 
 
Hold-Harmless Funding.  Hold-harmless funding, which ensures that state funding streams will not be 
reduced due to a reversion or consolidation, is provided for fifteen years for city to town reversions, and 
twenty years for full consolidations.  State agencies which disburse aid to localities are required to 
continue calculating aid for such localities as though the consolidation had not occurred for that period 
of time.   
 
Other State Assistance.  Some other provisions in state law provide for continued state police assistance 
and VDOT street maintenance when counties become part of a consolidated city, and continued library 
aid following a reversion.  
 
Consolidation Process.  Consolidations may be initiated by the local governing bodies involved, or by 
citizen petition following lengthy negotiations to create an agreement to set out details about how the 
consolidation of finances, workforces, and services are to occur. Ultimately, they must all go to 
referendum before approval. 
 
School divisions may also consolidate separate from the local government reversion or consolidation 
process.  This requires the school divisions to seek approval from the Board of Education.  In recent 
times, none have occurred, with the exception of those that resulted from reversions. 
 
Reversion Process.  In 1988, the General Assembly created a process providing any city with a population 
less than 50,000 the right to revert to town status, regardless of whether the surrounding county was 
willing to concur.  This process relieves those cities of the responsibility of providing public education, 
courts, social services, and several other state-mandated services.  These services would then become 
the responsibility of the county which the city reverted to.  This occurred one year after the General 
Assembly enacted the State’s moratorium on city annexation, which limited these cities’ ability to enjoy 
the financial impacts of growth, at the same time as these cities were grappling with shrinking tax bases. 
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Similar to consolidation, the city and county involved are encouraged to amicably negotiate a detailed 
reversion agreement; however, if this is not possible, the courts can step in and stipulate how the 
reversion will occur. 

Review of Recent Consolidation & Reversion Efforts 
 

The existing processes for two localities to consolidate or for a city to revert to town status have 
significant barriers and take several years from start to finish.  All nine consolidation proposals that were 
placed on the ballot in the last 40 years have failed.  Since the reversion process was created in 1988, 
only three cities have opted to revert to town status, even though the process was set up to eliminate 
some of the hurdles of consolidation: no referendum is required, and counties have little ability to block 
reversion proposals.  Several more cities have considered reverting to town status, however their 
councils have abandoned such plans.  It should be noted that the termination of consolidation or 
reversion proposals is always a local decision, whether it be by the voters or the governing body. 
 
All proposals to alter the form of local government take several years of study, negotiation, and 
hearings.  The South Boston reversion, which began with discussions in 1988, did not become effective 
until July 1, 1995 – 7 years later - because Halifax County appealed the case to the Virginia Supreme 
Court.  The City of Bedford began negotiating with Bedford County in 2008, and the reversion 
agreement was amicably executed five years later on July 1, 2013. 

The three instances of successful reversion that have occurred all had a big barrier removed:  
cooperation among school divisions.  In the South Boston reversion, Halifax County already shared a 
single superintendent, and jointly operated the middle and high school.  In the Clifton Forge reversion, a 
school division was jointly operated with Alleghany County.  In Bedford, the city paid Bedford County to 
provide public education services to its students. 

Stakeholder Input 
 

The Commission staff convened a panel of stakeholders, including representatives from the Virginia 
Association of Counties, the Virginia Municipal League, as well as attorneys and consultants who have 
represented cities and counties in past reversion and consolidation studies. 

The group generally agreed that: 

• Incentives should last at least five years; however, there was considerable discussion that a five-
year period would be insufficient and that, as an example, should an additional five-year period 
be included, a phased reduction of 20% per year be used for the second period of five years.  
Currently, the incentives last from 15 to 20 years. 

• Incentives should be provided for school divisions to enter into new joint operational contracts. 
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• There is a clear distinction between a consolidation incentive and a consolidation 
reimbursement.  Incentives lure localities to consider consolidating that otherwise would not 
have considered doing so.  Reimbursements do not entice localities to consider consolidating. 

• Reimbursing localities for the “cost of consolidation” based on the “complexity of consolidation” 
would be difficult, because these costs and complexities are mostly driven by local political 
decisions about the consolidation or reversion, not by existing local conditions. 

• The State should provide funding assistance for feasibility studies to localities considering 
reversion or consolidation.  This is a cost that is somewhat consistent in each consolidation or 
reversion proposal.  An estimate provided at the meeting was that a minimum of $100,000 is 
needed for a basic feasibility study. 

• The Governor and General Assembly should not be involved in making funding decisions about 
incentives to individual consolidation and reversion proposals.  This places these state-level 
decision makers in the center of a local controversy. 

• It is valuable to have an estimate of the amount of additional state funding at the beginning of 
the negotiations that must occur between the two localities. 

Reasons to Consolidate or Revert to Town Status 
 

Small localities have three primary reasons to seek to consolidate. First, consolidating or reverting to 
town status would enable the locality to reduce the amount of tax effort required to support its basic 
level of governmental services.  Second, consolidating resources would allow for increased efficiencies 
and improved economies of scale.  Finally, consolidation would allow these localities to provide an 
expanded level of services to its citizens. 

For larger localities, there are minimal reasons to cooperate with smaller neighboring localities.  These 
jurisdictions generally already operate efficiently, providing an acceptable level of service, with 
reasonable tax rates.  Entering into consolidations with nearby fiscally stressed localities is frequently 
seen as a burden. 

The Commonwealth also has an interest in encouraging improved fiscal conditions for its local 
governments.  First, there is an unrealized cost to the Commonwealth if it were required to take over 
the finances of an insolvent local government, as has happened in other states.  Second, the State is 
responsible for a larger share of the cost of public education in its less-wealthy school divisions, and 
should seek to ensure that those funds are spent on high quality, efficient educational programming.  
Unfortunately, very small school divisions are unable to provide the same broad course offerings 
available to larger divisions. 
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Recommendations 
 

1. Avoid creating additional barriers to the reversion or consolidation processes.   
 
Proposals to provide incentives that would involve applying to the Governor or General Assembly for 
incentive funding should be avoided for several reasons:   
 

• The existing process for reversion or consolidation easily takes more than five years.  If localities 
were required to apply for incentives before proceeding with their reversion or consolidation, 
the process would take longer, as application cycles would have to align with the State’s budget 
cycle. 

• Decisions made as part of the existing reversion and consolidation processes currently are solely 
made by local officials and voters, except for findings of law that are handled by the courts.  
Even among local decision makers – proposals to consolidate or revert frequently fail.  If 
decisions about funding for reversion or consolidations are required to be brought before the 
Governor or General Assembly, it would add an additional decision point where the process 
could terminate, and make a local issue a statewide issue. 

• All parties to consolidations and reversions are not in favor of proceeding with the process, 
which would add uncertainty to any grant application process.  Citizens can petition their 
governing bodies to consolidate with a neighboring locality, and the elected officials can object.  
Similarly, when reversions have been proposed in the past, counties have objected to 
cooperating with the affected city.   

 
2. Provide matching funds for localities to study the feasibility of consolidation or reversion. 
 
One of JLARC’s recommendations in its 2014 study on consolidation was to provide grants through the 
Appropriation Act to assist localities in assessing whether consolidation is feasible and to determine the 
likelihood of improving fiscal sustainability and local services, and achieving state or local savings.  We 
support this concept, as localities experiencing fiscal duress currently must bear the total cost of 
studying the pros and cons of consolidation and reversion.  Generally, this grant should be administered 
as follows: 
 

• A special fund should be created so that these grants would be available to localities as needed 
when considering reversion or consolidation.  Maintaining a separate fund would prevent the 
General Assembly or Governor from being involved in allocating funds to any specific 
consolidation issue.  Such fund could be administered by the Commission on Local Government. 

• The State would provide a grant of up to $50,000, while localities would contribute up to 
$50,000 in matching funds toward a feasibility study for any proposal to consolidate localities or 
school divisions, or revert to town status.    
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• Localities should be encouraged to cooperate in funding such proposals; however, if one locality 
is unwilling to consider supporting such a study, the funds should still be awarded to the locality 
desiring to study the proposal, especially if they are experiencing above-average fiscal stress. 

 
3. Reduce duration of incentives to five years. 
 
The two primary financial incentives that the Commonwealth historically provided for reversion and 
consolidation – hold harmless funding, and adjusted local composite index values for school aid – were 
initially provided for a duration of only five years, until amended in 2000 and 2002 to fifteen or twenty 
years, depending on the situation.  Also, when studying the incentives provided by other states, this 
duration is far above the norm.  Accordingly, we recommend returning the duration of the hold 
harmless funding incentives and special funding for school divisions incentives to five years.  The hold 
harmless provisions would allow the newly consolidated entity to enjoy the same level of funding for 
local services such as constitutional officers for a period of five years as if the consolidation or reversion 
had not occurred. 
 
4. Redesign the school division consolidation incentive formula.   

Although it would be ideal for consolidation incentive funds to correlate with the cost of consolidation 
or to state savings, most of the cost of consolidation that is identified through feasibility studies are 
issues that are driven by local political decisions.  For instance, a proposal to consolidate could realize 
savings quickly by laying off employees that are no longer needed, but due to political pressure on local 
officials, savings are deferred by realizing savings through employee attrition.  Similar problems occur 
when determining how to equalize different pay scales between two consolidating localities. 

In addition, there are immeasurable costs if two localities fail to consolidate when there is a fiscal crisis.  
The State has never had to rescue a locality from fiscal disaster.  It is also unclear how debt that is 
defaulted upon by one locality would affect municipal bond ratings for other Virginia localities, or the 
Commonwealth’s bond rating.   

Until 2015, the bulk of financial incentives provided for consolidation and reversion consisted of 
additional state aid for K-12 funding offered by providing a more favorable local composite index to the 
consolidated school division.   

Tying incentives to school funding seems sensible, as education expenditures made up 47% of total local 
government spending in FY 2014, by far exceeding any other category.  State aid to localities for public 
education also accounted for 33% of the State’s FY 2014 General Fund spending.  Any incentive 
provided; however, must be reasonable, and prevent large payouts such as that which occurred with the 
Bedford reversion. 

The State’s funding formula for basic aid to school divisions generally sets a recognized per-pupil cost 
based upon the Standards of Quality, with the total cost shared between the school division and the 
State.  In localities with a lower local composite index (a limited tax base), the state pays a greater share 
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of the per-pupil cost of public education, while in wealthier areas, the locality is responsible for a greater 
share.  Buena Vista currently has the lowest local composite index, with a score of 0.1756, meaning the 
City is responsible for 17.56% of the state recognized per-pupil cost, with the state paying the remaining 
82.44%.  The index is capped so no locality has a score higher than 0.8000, therefore the state will 
always pay 20% of the recognized per-pupil cost to those divisions.  Nine school divisions currently have 
a score of 0.8000.  To ensure that the state funds that are used for public education are spent efficiently, 
incentivizes should be directed toward consolidations of smaller school divisions with low wealth, to 
ensure that the Commonwealth’s contributions are spent effectively.  This would also encourage 
localities surrounding those low wealth jurisdictions to negotiate an agreement to consolidate school 
divisions. 

The Commission recommends these incentives should be calculated as follows: 

1. In order to qualify for the school division consolidation inventive, at least one of two consolidating 
school divisions must have an above-average Fiscal Stress score from the CLG’s Fiscal Stress report.  
(Score of 100=average) 
a. With respect to the two towns that operate school divisions, and the two counties that have 

town school divisions operating within them (West Point and King William County, and Colonial 
Beach and Westmoreland County), the fiscal stress index shall not be utilized.  Instead, at least 
one of the two consolidating school divisions must its most recent Local Composite Index fall 
below the statewide average (FY 2015 average = 0.3968) in order to qualify for the school 
division consolidation incentive.  

 
Examples:  

    

Locality 1 Fiscal Stress 
Score 

Locality 2 Fiscal Stress 
Score 

Score of 100 = Average 

Buena Vista 111.21 Rockbridge County 99.27 Qualifies for an incentive.  Buena Vista’s score exceeds 100. 
Poquoson 92.79 York County 93.54 Does not qualify.  Neither locality has a score exceeding 100. 
Martinsville 110.79 Henry County 103.61 Qualifies for an incentive.  Both scores exceed 100. 
Petersburg 112.57 Dinwiddie County 100.58 Qualifies for an incentive. Both scores exceed 100. 
Colonial 
Beach 

0.352 Westmoreland 
County 

0.4633 Qualifies for an incentive. Colonial Beach’s score is below the 
statewide average LCI of 0.3968. 

 
2. Once qualified: 

a. For the affected localities, add together the total number of fiscal stress points above 100. 
b. Determine the difference between the two affected localities’ fiscal stress scores. 
c. Add the results of step 2a and 2b above for the final incentive factor. 
d. With respect to the two towns that operate school divisions, and the two counties that have 

town school divisions operating within them (West Point and King William County, and 
Colonial Beach and Westmoreland County), the fiscal stress index shall not be utilized for 
this calculation.  Instead, any consolidations proposed involving these entities shall 
substitute the local composite index for any involved entity.   
i. For the affected localities, add together the total number of local composite index (LCI) 

points below the average of all school divisions’ LCI. 
ii. Determine the difference between the two affected localities’ LCIs. 

iii. Add the results of step i and ii, and multiply by 100 for the final incentive factor. 
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Examples:     
 Step 2a  

(total points exceeding 
100) 
*Step 2di for town school 
divisions 

Step 2b  
(difference between stress 
scores) 
*Step 2dii for town school divisions 

Step 2c 
Final Incentive Factor 
*Step 2diii for town school divisions 

Buena Vista – Rockbridge County  11.21 + 0 = 11.21 111.21 - 99.27 = 11.94 11.21 + 11.94 = 23.15 
Martinsville – Henry County 10.79 + 3.61 = 14.4 110.79 - 103.61 = 7.18 14.4 + 0 = 21.58 
Petersburg – Dinwiddie County 12.57 + 0.58 = 13.15 112.57 – 100.58 = 11.99 13.15 + 11.99 = 25.14 
*Colonial Beach – Westmoreland 
County 

0.0448 + 0 = 0.0448 0.4633 – 0.352 = 0.1113 (0.0448 + 0.1113) * 100 = 15.61 

 
3. Next, determine the cash amount of the incentive. 

a. Determine which locality has the lower Average Daily Membership (ADM). DOE Data. 
b. For the locality with the lower ADM, determine the State Share of Basic Aid.  DOE Data. 
c. Multiply the Final Incentive Factor from Step 2c by the State Share of Basic Aid.  The 

maximum ADM that this factor can be applied to is 2,500.    
 

Examples:      
 Step 3a 

ADM 
Step 3b 
State Share of 
Basic Aid 

Final 
Incentive 
Factor 

Step 3c 
Total Annual Incentive Amount 
(Final Incentive Factor x State Share of Basic Aid) 

Buena Vista 1,000 $3,711,587 23.15% $859,232 
Rockbridge 
County 

2,546    

Martinsville 2,165 $7,317,809 21.58% $1,579,183 
Henry County 7,048    
Petersburg 3,913 $12,183,050 25.14% $1,956,822 (would be $3,062,818, but ADM cap of 2,500 applies) 
Dinwiddie 
County 

4,374    

Colonial Beach 517 $1,634,309 15.61% $255,115 
Westmoreland 
County 

1,594    

  

The outcomes of various combinations of localities are shown in Appendix B, compared to the incentive 
that was offered prior to 2015.  A graphic depiction of the calculation of the ‘Final Incentive Factor’ is 
included in Appendix C.  Please note, due to rounding, some total annual incentive amounts in the 
above example may be slightly different than what appears in the Appendices. 

5. Provide incentives for joint contracting of school services as a first step toward full 
consolidation. 
 
The same incentives that were discussed previously for school division consolidation for a five-year 
period should also be extended to joint contracts for school services among two school divisions for a 
three year period.  For purposes of this section, a joint contract is where two divisions are generally fully 
operationally consolidated through an agreement between the two entities.  Should two such school 
divisions later determine it would be appropriate to fully consolidate, they would then qualify for an 
additional two year incentive, provided that they have consolidated within 15 years from entering into 
the contract.  For school divisions that have already entered into a joint contract, if they seek full 
consolidation, they should be entitled to the incentive as well for a period of 2 years subject to the 15-
year provision discussed in the previous sentence.  
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As noted previously, in recent times, only three reversions have succeeded, and those were 
circumstances where joint contracts already existed between the county and city to provide school 
services.  Based on recent consolidation and reversion efforts, the fear of a loss of local identity – which 
is closely tied to the schools that serve the area – has been a political barrier from consolidation, even 
when localities involved are facing severe financial challenges.  Entering into a joint contract with 
another school division to provide educational services retains two distinct school boards and 
superintendents, while consolidating the rest of the school division’s functions.  This arrangement allows 
school boards to retain control though the contract – for instance, to ensure that a small city does not 
lose its high school as the result of consolidation.  At the same time, it allows small school divisions to 
enjoy the efficiencies and broader course offerings that are enjoyed by a larger school division. 
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Budget Item #107 of the 2015 Appropriations Act 
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1

Item Details($) Appropriations($)
First Year Second Year First Year Second Year
FY2015 FY2016 FY2015 FY2016

Department of Housing and Community Development (165)

107. Governmental Affairs Services (70100)............................. $340,390 $340,444
Intergovernmental Relations (70101) ................................. $340,390 $340,444

Fund Sources: General ........................................................ $340,390 $340,444

Authority: Title 15.2, Subtitle III, Code of Virginia.

It is the Commonwealth's goal to encourage amicable consolidations that improve local fiscal
sustainability and, when possible, realize state or local savings and local service
improvements. Therefore, the Commission on Local Government shall develop a process to
determine an appropriate calculation for additional state funds for future local consolidations.
The Commission's recommendations shall be submitted to the Governor and Chairmen of the
House Appropriations and Senate Finance Committees no later than December 1, 2015. The
amount of additional funding for local consolidation should be based primarily on the
projected cost of consolidation. The length of time additional funding is provided should be
based primarily on the complexity and length of time necessary for the consolidation. The
process should be developed in coordination with the Department of Education and State
Board of Education with input from other stakeholders.

ITEM 107.
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Appendix B 
 

Examples & Comparisons of Former Incentive to 
Proposed Incentive 

The following series of tables portray various potential reversion/consolidation scenarios between 
adjacent localities.  The localities listed are based on those cities in the Commonwealth eligible for 
reversion to town status per § 15.2-4100.  In some cases, cities are listed mosre than once because of 
their adjacency to multiple counties.  The first table provides information on the localities’ most recent 
Fiscal Stress Score, Local Composite Index, and Average Daily Membership (ADM) sorted alphabetically 
by city/town.  The second table compares the former special funding incentive to the proposed 
incentive recommended by the Commission on Local Government sorted from largest proposed funding 
amount to the lowest.  The third and fourth tables compare the former and proposed incentives on a 
per ADM basis and as a percent of State Basic Aid to the smaller school division with both sorted from 
largest to smallest. 
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Cities Eligible for Reversion and Towns Operating School Divisions and Surrounding Counties: 
Fiscal Stress Score, Local Composite Index of Ability to Pay, and Average Daily Membership 
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Cities Eligible for Reversion and Towns Operating School Divisions:  
Total Potential Incentives for Consolidation 
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Cities Eligible for Reversion and Towns Operating School Divisions: 
Potential Incentive per Student 
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Cities Eligible for Reversion and Towns Operating School Divisions: 
Potential Incentive as a Percent of Existing State Share of Basic Aid for Education 
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Appendix C 
 

Graphic Depiction for Calculation of Proposed Incentive 
Factor 
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