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l. Introduction and Background
A. Proceedings and chronology of events

On July 17, 2008, the Commission on Local Goverrtmeeseived a joint submission from
Montgomery County and the Town of Christiansbuiguesting that the Commission review a
proposed Joint Economic Development and GrowthiShp#greement. Pursuant to 8§ 15.2-
1301 of theCode of Virginiaand regulations of the Commission on Local Govemimi VAC

88 50-20-382 and 50-20-612, the Commission muséweand analyze such proposed growth
sharing agreements before the localities involveg formally enter into them.

The filing before the Commission is the result efatiations that the County and Town began at
least two years agb.These negotiations concerned a tract of 47.98@lavacant acres just
outside the town limits. The parties believe tihéd tract has high potential for desirable
commercial growth. The negotiations resulted inaderstanding that the County and Town
would request the Montgomery County Circuit Coarapprove a voluntary boundary
adjustmerftincorporating the tract into the Town of Chrisganrg, to be followed in due course
by the signing of an agreement to share futuremes® from the Town’s imposition of its meals
and transient occupancy taxes within the tract.

The Circuit Court granted the joint petition fordmalary line adjustment on August 13, 2007,
and the new boundary became effective at midnigt$eptember 1, 20670n June 17, 2008,
the Montgomery County Board of Supervisors adoptegsolution requesting the Commission
to review the proposed growth sharing agreemenitthad reached with the Town. On June
23, 2008, the Christiansburg Town Council passegsalution making the same request of the
Commission. On behalf of the County and the Taa,Montgomery County Attorney
submitted a joint filing to the Commission unddetter dated July 14, 2008. The filing
contained responses to the information requiremsgttforth in 1 VAC 8§ 50-20-612. Upon the
request of the Commission, the parties provideth&urinformation in a supplemental filing
dated September 5, 2008.

The Commission met in Christiansburg on Novembe18,72008, to tour the proposed growth
sharing area, receive testimony from the partied,told a public hearinty. The public hearing

on November 17 was advertised in accordance with.&-2907 of the Code of Virginia;
however, no members of the public attended or spokiee hearing. The Commission agreed to
keep its record open until December 3, 2008 fordoeipt of public comment, but received
none.

! Testimony of B. Clayton Goodman, 1ll, Montgomergudty Administrator, November 18, 2008.

2 See §15.2-3106, et seq., of the Code of Virgiflihe Commission has no jurisdiction over such viaon
boundary adjustments.

% Order, Case No. CL07002021, entered August 137:288 Attachment 2, Joint Supplemental Submission,
September 5, 2008. The total boundary adjustn@mpdsed 49.816 acres, including the 47.966-aae that is
the subject of the growth sharing agreement. €hgaining 1.850 acres was a minor boundary adjustmen
nearby commercial area along the U.S. 460 Bypass.

* Commissioners Lawson, Bannister, Hodge, and Siteftiended the Commission’s proceedings on Novethbe
18, 2008. Commissioner Parsons recused herseiftiie proceedings because she owns property inddorary
County.



B. Scope of review

The instant review is one of first impression foe Commission. The Commission has not
previously been requested to review an economiwtrsharing agreement such as the one
submitted by the Town of Christiansburg and MontgonCounty, which was negotiated under
Va. Code § 15.2-1301.

Unlike other mandatory reviews conducted by the @ission, there is no requirement for the
Commission to conduct a public hearing, to tourafiected area or to require oral presentations
by the localities in the context of agreements tiaggd under Va. Code 8§ 15.2-1301. However,
at its September 8, 2008 regular meeting, the Casion voted unanimously to engage in these
additional activities in order to capture the kssl most comprehensive information available
with which to conduct their review.

Va. Code § 15.2-1301 defines revenue, tax baseemubmic growth-sharing agreements as any
agreement authorized by subsection A of that se¢tidich obligates any locality to pay

another locality all or any portion of designatagds or other revenues received by that political
subdivision, but shall not include any interlocahgce agreement.” Furthermore, if such an
agreement contains any provision relating to boondaange, immunity from annexation, town
incorporation, or governmental transition, it idgct to a different review process.

Prior to entering into voluntary economic growttaghg agreements, Va. Code § 15.2-1301
requires the participating localities to submititipgoposed agreement to the Commission,

which is authorized by Va. Code § 15.2-2903 “toeisiigate, analyze, and make findings of fact,
as directed by law, as to the probable effecthefpproposed agreement on the people residing in
that area. Once the Commission has issued iteWfiadthe governing body of each locality must
hold a public hearing prior to approving the agreaem

While the Commission approached this review wigpezt for the collaborative efforts of the
participating localities as well as their negotihégreement, the Commission believes that the
intent of the General Assembly in mandating theene\of such agreements requires this body to
conduct a thorough examination of the terms ofafpe@ement and the supporting materials and
data provided by both localities in order to adeglyadentify in its findings the probable impact
the proposed agreement will have on the area’dents.

® In the absence of a statutory requirement tha€dmmission hold a public hearing or oral presématin the
instant case as well as any applicable statutatigancequirements, the Commission followed thea®ti
requirements set forth in Va. Code § 15.2-2907 ctvlaiddress other mandatory Commission reviews.ordiagly,
a Notice of Public Hearing and Oral Presentatignzeared in th®oanoke Timeand in theNews Messengam
Wednesday, October 29 and again on Wednesday, Nmrebn In addition, a copy of the notice was pded to
the following jurisdictions in addition to Christiaburg and Montgomery County: the Town of BlackgbCraig,
Floyd, Giles, Pulaski and Roanoke counties andCiheof Radford.



C. General background of Town and County
1. History

Montgomery County was formed in 1777 from territbsymerly a part of Botetourt, Pulaski,
and Fincastle counties. The County experiences plipulation growth for most of its history,
but the population doubled in the 1960-1980 penied¢ching 63,516 in 1980. Population
growth has been steady since that time, and sto88,639 in 2000. Approximately two-thirds
of the population resides in the two incorporatarts, Blacksburg and Christiansbdrg.

The Town of Christiansburg, the county seat, wéahéished in 1792 and incorporated in 1833.
Christiansburg experienced a period of populatieciide following the Civil War, but has
grown steadily from the turn of the 20th Centurytte present. Expansion of the Town’s
boundaries has played a role in its growth. Ciansburg consolidated with the Town of
Cambria in 1964, and annexations occurred in 19885, and 1988. Boundary adjustments in
the 1990s also enlarged the Town. Christiansbyoggailation in 2000 was 16,947 persons,
comprising 20 percent of Montgomery County’s pofiata®

2. Economy

Montgomery County’s economy is relatively diversdj with low unemployment relative to the
state as a whole. Thirty percent of the Countgs-farm jobs are in government, reflecting the
presence of Virginia Polytechnic Institute and &tdhiversity. This percentage has remained
almost constant since 1970. Private sector jobs@ncentrated in services, retail trade, and
manufacturing, although manufacturing jobs haveditg decreased, from over 50 percent of
jobs in 1970 to about 14 percent in 2000. The ®pobas net in-commuting, meaning that more
workers commute into the County for employment tbammute out to other jurisdictions.

Over 74 percent of the people who work in the Cypuaitgo reside there.

Christiansburg is one of the County’s major emplewtrcenters, and is comparably diversified,
with all job sectors represented. Statistics ateamailable, but it is clear that there is sigrafit
in-commuting to the Town. For example, retail &dwhs a large presence in Christiansburg,
although only 13 percent of Town residents in tloekfiorce are employed in retail jobs. The
Town issued 1,463 business licenses in 2002, 45¢hih were for retail businesses, and
taxable sales in the County that year exceeded 8ifli@n. Since the majority of the County’s
retail businesses are located in Christiansburg fidiure is believed to correlate well with the
Town’s taxable sale¥.

Median household income in the County was $32,832D0D0, only 69 percent of the statewide
median. This is reflective of the large numbe¥oginia Tech students, and analysis of income

® Montgomery County Comprehensive Plan (adopted l@cth2, 2004), pp. 23-24.

" See Report on the Town of Christiansburg-Countylohtgomery Annexation Action, Commission on Local
Government, February 1987.

& Town of Christiansburg 2003 Comprehensive Planggh0, 93.

® Montgomery County Comprehensive Plan, pp. 89-98.

10 Christiansburg Comprehensive Plan, pp. 24-36.



statistics at the block group level indicates thiaen likely student-dominated block groups are
excluded, many of the remaining block groups apsail to the statewide median. The higher
income block groups tend to be in or near Blackglourin southern Christiansburg. The lowest
income block groups are those with concentratidmeanufactured housing. In the Town of
Christiansburg itself, median household income $43851 in 2000, or 87 percent of the
statewide median, but Christiansburg does not hasigeany Virginia Tech students as does the
County as a whole. Even so, the median househoddre figure for the Christiansburg non-
student block groups ($38,438) also exceeds theaméak all the non-student block groups
outside the Town ($35,8613. In other words, Christiansburg non-student hoatstimcomes

tend to be higher than non-student household insatsewhere in the County.

D. Description of growth-sharing area and agreement
1. Location of area

Christiansburg is located at the crossroads otthrajor highways: Interstate 81, U.S. Route
460, and U.S. Route 11. Route 460 is a heaviletesl thoroughfare connecting Blacksburg,
the location of Virginia Tech, to I-81. The “MideQinty Area” at the intersection of Route 460
Business and Peppers Ferry Road (State Route a$4)dveloped into the regional retail trade
center for the New River Valley. Its growth wasbled by a 1986 land exchange between a
developer and Virginia Tech, which exchanged thearsity’s Horticulture Farm property
between Blacksburg and Christiansburg for landodtihe path of urban expansion. The first
major commercial development in the area was the Rizer Valley Mall, built in 1988. The
mall was followed by other shopping centers andduig retail stores including the Market Place
and K-Mart (1990), Lowe’s and Wal-Mart (1995), Siina Farms Shopping Center (2000), and
the Best Buy complex (2008J. The area also has numerous stand-alone restéumnt, and
lodging establishments located on out-parcels.

The development of the Mid-County Area has shiftedpping patterns in the region. Chain
retailers formerly located in downtown Christiangpand Blacksburg have relocated there. In
addition, shoppers from Montgomery, Giles, and skilaounties who formerly traveled to
Roanoke for their major needs now patronize the-®lidinty Area:* The construction of the
limited-access Route 460 Bypass has given theext@slent regional access and, by giving
through traffic an alternate route, has allowed @60 Business (North Franklin Street) to
develop to its potential as a commercial thoroughfa The bypass also forms a clear edge for
Christiansburg; it generally serves as the Townitheastern boundary, and the intensity of
development drops off markedly on the easternaidiee bypass. There is no water or sewer
infrastructure on the eastern side and the Couayn plans to develop atfy.

1 Montgomery County Comprehensive Plan, pp. 96-97.

12 Staff analysis of non-student block group dataviaied in Montgomery County Comprehensive Plan, 7. Bhe
$38,438 and $35,861 figures are the medians dflthek group medians.

13 Testimony of Steve Sandy, Montgomery County Plagirector, November 18, 2008.

4 Montgomery County Comprehensive Plan, p. 92.

!5 The segments of Route 460 Business in the Mid-GoMirea carried over 40,000 vehicles per day in2@be
highest traffic counts within the Town, with theception of I-81. Christiansburg Comprehensive Pparr3.

18 Testimony of B. Clayton Goodman, 1ll, November 2608.



Christiansburg annexed the Mid-County Area in 138&] has thus been responsible for meeting
its immediate public service needs as the areaaeve The Town provides water distribution
service, sewage collection and treatment serviggeprotection, streetlights, garbage
collection, and local street maintenance. The Thasmsized its water and sewer infrastructure to
handle the anticipated buildout of the entire Midu@ty Area, and encourages its continued
development as the regional retail destinatiortierNew River Valley

The proposed growth sharing area is part of the @bdnty Area. As previously stated, it was
incorporated into the Town through a voluntary baany adjustment effective September 1,
2007. The 47.966-acre area is generally locatéldersoutheast quadrant of the Route 460
Business/Peppers Ferry Road intersection, althdwdges not have any frontage on or access to
Peppers Ferry Road. Farmview Road provides adceasRoute 460 Business and dead-ends
in the vacant part of the sit®.With the completion of the boundary adjustmeme, ¢ntire

western side of the Route 460 Bypass was brougintle corporate limits.

2. Current land-use status and population

There are approximately 22 parcels within or phytiaithin the growth sharing area, only two
of which are developed. One of these is the WaedtHills condominium retirement
community and assisted living center, with 37 restd. The other is a private residence,
estimated to have three occuparitsThese two owners currently have no interest ithér
developing their properti€S:however, it is anticipated that the land with siregle-family
residence will eventually be converted to comménga® Twelve of the parcel€ and
approximately two-thirds of the land area, are aivbg a local developer. The land belonging
to the developer is entirely vacant, and he isralitimarketing it for commercial purposes. The
remaining parcels are appurtenant to other pragseftonting Route 460 Business that are
outside the growth sharing area.

Christiansburg has zoned the entire growth sharag General Business (B-3). This zoning
district provides for “the conduct of general besia to which the public requires direct and
frequent access, but which is not characterizégeelty constant heavy trucking other than
stocking and delivery of light retail goods or byyawuisance factors other than occasioned by
incidental light and noise of congregation of peoghd passenger vehicles.” The district allows
retail stores, restaurants, and hotels/motelsdht,ras well as many other commercial uses by
right or by conditional use pernfit.

" Christiansburg Comprehensive Plan, p. 104.

18 See Joint Submission, July 14, 2008, Exhibit 4@y plat, sheet 2 of 2).

19 Joint Supplemental Submission, September 5, 2008.

20 Testimony of B. Clayton Goodman, Ill, November 2808.

2 Testimony of Steve Sandy, November 18, 2008.

2 pdditional parcels owned by the developer aredatid in the County tax records; however, these havbeen
recently surveyed and their boundaries do not appe#he tax maps. The numbers 12 and 22 refiéretonapped
parcels. Testimony of Steve Sandy, November 18320

3 Christiansburg Zoning Ordinance, §§30-99 and 30-40d Zoning Map dated September 1, 2007.



3. Rezoning case and proffers

Prior to the area’s incorporation into Christianghthe Montgomery County Board of
Supervisors rezoned nine of the twelve parcels dvinyethe developer (28.324 acres) from
Agriculture (A-1) to General Business (GB). TheaBibapproved the rezoning on December 18,
2006. A key issue in the case was the need tage@n accessway to the site from Peppers
Ferry Road, for improved distribution of traffid.he applicant included a proffer to provide such
a connection once the development produces angavefdl0,000 trips per day on Farmview
Road. The approval ordinance also instructed then€ staff to forward to Town staff all
concerns raised by citizens at the public hearirguding traffic flow, buffers, noise, lighting
spillover, and dust control, for the Town’s consat®n when undertaking site plan and other
reviews®* The applicant provided a concept plan as pati@fezoning case, but that plan, as
well as others that have been discussed at vaiines, has no official statds. Development of
the site, when it occurs, will be subject solelghie Town’s site planning standards, and will be
subject to the Town’s B-3 zoning. However, the fidntends to enforce the proffer made to the
County for a connection to Peppers Ferry Rdad.

4. Provisions of agreement

The Joint Economic Development and Growth Shargrgement is, according to the parties, “a
joint effort to meet the new service demands inRlegenue Sharing area by sharing in some of
the new tax revenue generated in the designatedtiyarea.?’ The preamble to the agreement
acknowledges that economic development in eitheitswn or the County represents a gain to
both, that public water and sewer services argalito stimulating economic development in a
particular area, and that the growth sharing aelsl full development of these serviégsThe
agreement then provides that, for a term of 20syear

The Town will provide water and sewer service t® @ginowth sharing area on the same
terms that it provides these services to othersuséhin its boundaries.

The County and Town will share revenues from thalmand transient lodging taxes
collected by the Town from businesses within theeagh sharing area, with the County
receiving 35 percent and the Town 65 percent otdilected amount. However, the
sharing of revenue from any particular businesd bledimited to only the first ten years
of that business’s operation. All revenue shaviigterminate after 20 years from the
date of execution of the agreement.

The Town will bi-annually remit the County’s sharkthe revenues by February 15 for
the July 1 to December 31 tax collection period] by August 15 for the January 1 to
June 30 tax collection period.

24 Ordinance FY-07-09, Montgomery County Board of &wjsors, adopted December 18, 2006.

% Testimony of B. Clayton Goodman, I1l, November 2808.

% Testimony of R. Lance Terpenny, Christiansburg fidwanager, November 18, 2008. Terpenny pointedheut
need for the connection in comments on the rezocasg submitted to the County on October 2, 2086 spoke in
favor of the rezoning at the public hearing. Semnddomery County Board of Supervisors minutes, Bet@3,
2006.

27 Joint submission, July 14, 2008, p. 23.

% proposed growth sharing agreement, pp. 1-2. &seSubmission, July 14, 2008, Exhibit 3.



If the General Assembly repeals or limits the Tasvalthority to collect meals and
transient lodging taxes but grants the Town authéoiimpose a new local tax applicable
to the growth sharing area, then so long as thetarwan be used for general
governmental purposes, the revenue derived fraiall be subject to sharing.

The Town will create and maintain all records neaegto calculate the County’s portion
of the shared revenue, and will provide a copyuachsrecords when remitting payment to
the County.

The proposed agreement is subject to review andmee of findings by the Commission on
Local Government, as well as public hearings byTiin and County. After these events have
taken place, the agreement will become effectiverwdxecuted by the Mayor of Christiansburg
and the Chairman of the Montgomery County Boar8gbervisors.

5. Division of service responsibilities between thedlogovernments

The Town provided water and sewer service to th&iag residences in the growth sharing area
prior to the boundary adjustment, and continuadotso, although now at in-town rafésThe
Town now provides police protection, local streetimenance, and garbage collection. The
residents of the growth sharing area are also rigible to use the Christiansburg Parks and
Recreation Department’s facilities and serviteSince the boundary adjustment, the County
has no longer been obligated to provide primaryéaforcement through the Sheriff's
Department. The County continues to be responfiblgeneral government services available
to the residents, including public schools, cowsteriff (duties other than law enforcement),
animal control, and social services. Library seggiare available through the Montgomery-
Floyd Regional Library System, which operates anbinan Christiansburg.

Fire and rescue are shared responsibilities. €adsof the Christiansburg Fire Department and
the Christiansburg Lifesaving and Rescue Squadang employees, while the crews are
volunteers. The Town owns both organizations’dings, while the Town owns some of the
equipment and the County the rest. Operating apdat costs are shared by the Town and
County; they negotiate their respective contritngiovhen preparing their annual budgets. Both
the fire and rescue departments also serve somearpbrated areas surrounding the TdWwn.
While the Town and County have separate E-911 sesythey are actively working with
Blacksburg and the City of Radford to regionalize service”

When the vacant land is developed for commercigyqaes, the Town will assume ownership
and maintenance of the public improvements con&duoy the developer, including water and

2 Testimony of R. Lance Terpenny, November 18, 2008.

% The Town offers garbage pickup to both resideratiml commercial property owners, but they are tivagse
private haulers if they choose. The Town's RedoeaCenter is free to in-town residents while ofistawn
residents must pay a membership fee. The Towsteational programs are available to out-of-towsidents but
they must pay higher fees. Personal communicditcon R. Lance Terpenny to Commission staff, Decanilse
2008.

31 Christiansburg Comprehensive Plan, pp. 53-55; immiery County Comprehensive Plan, p. 194; personal
communication from Martin M. McMahon, Montgomery @dy Attorney, December 17, 2008.

32 Testimony of B. Clayton Goodman, 1, November 2608.



sewer lines, streets, sidewalks, and public stigieing.>®> The Town does not anticipate the
need to expend any public funds to help build theggovement$?

Il. Probable Impact of Agreement on Town and County

The Joint Submission contains estimates of themetial revenues that the parties expect to
derive from the Town’s collection of meals and si@nt occupancy taxes within the growth
sharing area. The parties have no plans to dedibase revenues to specific projects or services
that will directly benefit the area; the revenuel wstead be deposited in the parties’ respective
general funds. Further, neither party plans toirany debt related to projects or services
directly benefitting the are®. The parties presently derive no revenue fromatiea other than

real estate and personal property taxes, whilelditian to these, the Town derives motor

vehicle license taxes, BPOL tax from Wheatlandg;idind utility taxes and charges. These
revenue sources are not likely to diversify urité vacant property is developed. The proposed
agreement would not change the existing distrilmutibany current revenue sources. Only
anticipated future revenues from meals and trahsierupancy taxes are affected, and no
current or planned projects are dependent on sw@nue. Therefore, the only relevant
guestions at this juncture are whether the revestimates presented in the Joint Submission are
reasonable, and whether the agreement as a wippéseats a net benefit to the Town, the
County, their citizens, and the Commonwealth.

A. Limitations of analysis

In analyzing the data presented, the Commissionaeledges that there are inherent
uncertainties and limitations involved in estimgtiature revenues:

1. Uncertain number and type of new businesses

The only existing business-type use present ilgtbeith sharing area is the Wheatland Hills
retirement community, and it is not subject to reealtransient occupancy taxes. These taxes
can only be applied to restaurants, hotels/maaeld,variants thereof offering prepared foods or
lodging for sale to the public. While the vacaarid is zoned for general business use and will
most likely be developed, the mix of uses is unkmowhere is no official site plan. The
estimates in the Joint Submission are based omi@dladiscussions with the property owner,
who is an experienced commercial develofieHowever, there is no guarantee that the
anticipated number and type of uses will matergaliz

3 Testimony of R. Lance Terpenny, November 18, 2008.

3 Joint Supplemental Submission, September 5, 2008,

% The Town does in a general sense, however, ekpesttare of the revenues to help it service the iiédnas
incurred to build a new Agquatic Center, which islenconstruction. Testimony of R. Lance Terpemiyyember
18, 2008.

% Testimony of R. Lance Terpenny, November 18, 2008.



2. Uncertain timing of development

Development is subject to prevailing market cowodisi and the individual circumstances of the
property owner/developer and any business partriérsre is no guarantee that businesses will
be developed and begin generating revenues inntleérame reflected in the Joint Submission.

3. Difficult to allocate general government costs ltesa

For the best accuracy, estimates of the agreememact would account for the general
government costs attributable to the growth shaaineg, such as administration, public
education, courts, sheriff, emergency services,saathl services, before and after the
anticipated commercial development occurs. Howewnbile businesses may benefit from the
presence of such services, they do not neces$asdy them in the same sense that individual
citizens or households d6. There is no obvious basis for allocating useheke services, and
thereby allocating the costs, to a commercial aMareover, these costs are largely fixed and
only portions of the costs involved may vary witle humber of businesses or citizens in a
jurisdiction. Only the variable portions of theswests should be considered, but they can be
difficult to separate from fixed costs. Lastlyetparties have assumed, as localities typically do
with ample justification, that commercial developrheiill produce large positive revenue flows.

The parties provided estimates of some of the tesmmice costs in the growth sharing afea.
After due consideration, however, we conclude thatcurrent and future cost of providing
general government services to the growth shareg is immaterial in this case.

B. Revenues subject to sharing over next 20 years
The Joint Submission provides a 20-year forecasiedls tax revenue generated within the

growth sharing area, and for each year, providesthount of revenue to be remitted to the
County. The forecast is shown beldw.

37 For example, if a random crime occurs in a shappenter parking lot, it is not related to any business in
particular and therefore the response cost caegdtrhately be assigned to any particular busin&milarly,
businesses benefit from a good public educatiotesybecause it contributes to the overall well-baihthe
community, but they do not send children to theosth

38 For example, the County determined law enforcenfat and rescue service calls in the growth-slggarea for
the past three years and estimated the associgtedses by prorating the total countywide costliese functions
over the same time periods. Personal communic&i@ommission staff from Angela M. Hill, Montgonyer
County Director of Financial and Management Sewji@ecember 9, 2008.

39 Joint Submission, pp. 27-28.



Year | Town Meals and | Taxes to be Shared| Assumption
Transient Occ. Tax | with County (35%)
1 $0 $0 | No new construction
2 $0 $0 | No new construction
3 $95,000 $33,250| 1 fast food with drive-through
4 $190,000 $66,500| 2 fast foods with drive-through
5 $190,000 $66,500| 2 fast foods with drive-throughs
6 $315,000 $110,250) 2 fast foods with drive-throughs, 1
restaurant with bar
7 $465,000 $162,750| Full build-out: 2 fast foods with drive-
throughs, 1 restaurant with bar, 1
hotel/motel
8 $465,000 $162,750
9 $465,000 $162,750
10 $465,000 $162,750
11 $465,000 $162,750
12 $465,000 $162,750
13 $465,000 $129,500 Lose f'fast food to 10-year revenue
sharing limit
14 $465,000 $96,250| Lose 29 fast food to 10-year revenue
sharing limit
15 $465,000 $96,250
16 $465,000 $52,500| Lose restaurant with bar to 10-year
revenue sharing limit
17 $465,000 $0 | 10-year revenue sharing limit expires on
all properties
18 $465,000 $0
19 $465,000 $0
20 $465,000 $0
Total $7,300,000 $1,627,500

C. Analysis of information provided

The forecast indicates that the growth sharingexgest would provide the County with total

revenues of $1,627,500 and the Town with $5,672¢h@0 the 20-year term. We infer from the
forecast that a fast food restaurant is expecteshbwially generate $33,250 in meals taxes for the
Town, a restaurant with bar $43,750, and a hota#h®52,500. The parties determined these
amounts by studying the tax revenues from existsgaurants and hotels in Christiansbtirg.

The forecast anticipates no establishments opdamgusiness in the first two years of the
agreement, a fast food restaurant opening in ebghans 3 and 4, a restaurant with bar opening
in year 6, and a hotel/motel opening in year 7veRee sharing then ceases in year 11 of each
establishment’s operation, meaning that the Coisnfiyrecast to receive no revenues beginning
in year 17.

0 Testimony of B. Clayton Goodman, 1Il, November 26808.

10



While the development of three restaurants ande ba a 48-acre site may seem like an
underestimate, it is important to note that thisoanting includes only those businesses that are
subject to meals and transient occupancy taxetailReores, which would predominate in an
ordinary shopping center development, typicallyagyate only sales, real estate, personal
property, consumer utility and business licensmerchants’ capital taxés. Given the

uncertain status of development timing and businggsany forecast at this stage can be no
more than an educated guess. We can find no réasbsagree with the parties’ assessment of
either the build-out scenario for restaurants astell or the initial capacity of the establishments
to generate meals and transient occupancy tax uegen

We do, however, question the apparent assumptadrilie meals and transient occupancy tax
revenue per establishment will remain constant dwetife of the agreement. Available data
does not support this assumption. The taxable gatdile for food service businesses and
drinking places in Montgomery County prepared iy @ommission using data provided by the
Virginia Department of Taxatidfreveals 12 annual increases and five annual riesiscin

taxable sales per vendor during CY 1990 through?087 (see Appendix D, Table 1). In
addition, during the same time period, the prafeeals nine annual rates of change in absolute
magnitude of five percent or more for such taxaalles and two annual rates of change in
absolute magnitude of ten percent or more.

The taxable sales profile for lodging establishragmepared by the Commission using data
provided by the Virginia Department of Taxaffdreveals nine annual increases and eight
annual reductions in such taxable sales per vetaiimg CY 1990 through CY 2007 (see
Appendix D, Table 2). During the same time peribe, profile reveals 13 annual rates of
change in absolute magnitude of five percent orenfiar such taxable sales; nine annual rates of
change in absolute magnitude of ten percent or name three annual rates of change in
absolute magnitude of twenty percent or more.

D. Benefits and costs for Town and County
All towns and cities in the Commonwealth have ththarity to levy meals and transient

occupancy taxes, while counties’ authority is morited.** Montgomery County has meals
and lodging taxes of 4.0 and 3.0 percent respdygtibat is not able to levy them within town

“1 The general sales tax rate is 5% (4% state taxi&htbcal option tax). The Commonwealth remit9ashare of
the 4% state sales tax only to counties and ciies;§58.1-638 of the Code of Virginia. All coestand cities also
receive the proceeds of a 1% local option salesad&cted on their behalf by the state, and casniti turn
distribute one half of such proceeds to their iposated towns based on the school-age populatiiding in each
town; see 858.1-605. Counties and towns both hatigority to levy taxes on real estate. Localitias levy either
BPOL or merchant’s capital taxes on retail salghristiansburg has a BPOL tax while Montgomery Qguras a
merchant’s capital tax.
2 Data Source: Virginia Department of Taxation, dlale Sales in Virginia Counties and Citiasnual reports
%990-2004, 2006-2007) and quarterly reports (2005)

Ibid.
* Towns can levy these excise taxes under the demeiag powers granted by their charters; see 83840 of
the Code of Virginia. Counties are subject to @asirestrictions including referendum requiremeints rate limits;
see §58.1-3833 and 3819. Counties cannot levgexakes within town limits, unless authorized Hy town; see
§58.1-3711.
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limits.*> By virtue of the 2007 boundary adjustment, thevit@f Christiansburg is entitled to
levy these taxes on the growth sharing area anddsr no current obligation to share the
revenues with the County. The proposed agreenuss ot cost the Town any current revenue,
nor does it impose any additional service costtherTown?® It does carry an opportunity cost,
because the Town is surrendering 35 percent ofegyoey of future revenues that it expects to
derive from the growth sharing area. The ben#dithe Town are more speculative but
potentially significant. By agreeing to the revergharing term in this case, the Town has
established an incentive for the County to consadding the Town’s growth by consenting to
future boundary adjustments.

The County, for its part, should gain a significessenue benefit at no cost. The intensive
commercial development anticipated could not tdkegwithout water and sewer service,
which the agreement obligates the Town to provitlee County is unable to provide the service
in this location. The development of the growthrsig area for commercial use will provide the
County with a 35 percent share of the Town’s maatstransient occupancy tax collections, but
will also generate additional real estate, loclsgpersonal property, merchants’ capital, and
consumer utility taxes that accrue directly to @wunty.

From a larger perspective, the expected revengeselcome but not critical to the well-being
of the County. The Commission evaluates a courigtsl health by examining revenue
capacity, revenue effort, and fiscal stress. Regarapacity is the per capita revenue-raising
potential of a locality. It measures jurisdictibmaealth and indicates the collections that a
locality could anticipate from taxes, service clea,gegulatory licenses, privilege fees and
various other governmental instruments (i.e., peerevenue) if the jurisdiction imposed levies
on its resource bases at statewide average yigsl. r®uring the period 1995-1996 through
2005-2008', Montgomery County experienced successive incssiasiés per capita revenue
capacity (see Appendix D, Table 3), including i©22000 when 51.1 percent of Virginia’'s
localities (52 counties and 17 cities) experien@tlictions in their per capita revenue capacity.

Revenue effort denotes the extent to which a pdaiicounty or city converts its revenue-
generating potential into actual collections thifotige imposition of taxes and such other
funding instruments as service charges, reguldicepse fees and fines. Always greater than
zero and positive in direction, the ratio score raggeed a value of one if a locality utilizes its
various resource bases at yield rates greaterstiadewide average levels. In 2005-2006,
Montgomery County’s effort level was 0.7043, itgtmest level during the 1995-1996 through
the 2005-2006 period (see Appendix D, Table 4)other words, the actual revenue collected by
the County represented just 70.43 percent of itsrpi@l revenue capacity so that the County
collected slightly more than $0.70 for every dotlaat it would have realized if it had tapped
each of its resource bases at the relevant stageavierage yield rate.

*5 Virginia Local Tax Rates 200%eldon Cooper Center for Public Service, p. 2QBristiansburg’s rates are
6.0% and 7.0% respectively.

“6 As previously discussed, all necessary infrastmecimprovements will be installed by the develoged
dedicated to the Town.

472005-2006 is the most recent year for which reeerapacity, revenue effort and fiscal stress siegiare
currently available.
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Fiscal stress, as computed by the Commission,ifaEnthe fiscal strain endured by counties and
cities relative to one another during a specifistetframe. Under the Commission’s
classificatory system, Montgomery County has bessigthated “above average stress” during
each year of the 1995-1996 through 2005-2006 tiem®@ except in 1999/2000 when it was
designated “below average stress” (see Appendikable 5). However, during that time, the
county’s fiscal stress index score has deviated wrarginally from the mean of 165.0. The
County’s lowest score was164.48 in 1999/2000 antdighest stress score was 166.54 in
1996/1997 — a range of only about one-half poitduwehe mean to about one and one-half
points above the mean. The county’s 2005/2006eseas 166.24.

These three measures indicate that while the Caxygriences above average fiscal stress, it
also has untapped capacity to raise its own rexgentlie add further perspective, at their
projected peak of $162,750, the County’s annuamaes from the growth sharing area would
represent only a 0.275 percent increase over theit@s total FY 2007 tax revenu&sThus, the
revenues under the growth sharing agreement whigheful but are not critical to the County’s
fiscal health.

E. Benefits and costs to residents/consumers of TowinCounty

Another way to assess the proposed agreemenarsatgze its probable impact on the residents
of the affected areas. Inasmuch as the agreerbigates the Town to provide water and sewer
service to any new commercial development in tlosvtr sharing area, it might be seen as
catalyzing growth and thereby causing direct impact nearby residents. Some of these
potential impacts were discussed at the Octobe p0Blic hearing on the rezonifiy.

However, the previous zoning actions by the Coaniy Town are separate matters neither
mentioned in nor affected by the agreement itdelftthermore, there is every reason to believe
that the Town would provide the necessary utiligeen without the agreement. The water and
sewer lines are readily available to the site &edet is ample capacity. By zoning the site for
general business, the Town has already demonsitatedient to provide water and sewer
service.

Residents of the Town and County at large havet@ndst in the taxation matters covered by the
agreement through their capacity as consumersy wilehave to pay the meals and transient
occupancy taxes if they patronize the establishsngumbject to them. However, the merits of
imposing the taxes are not at issue here; onlditision of the proceeds between the Town and
County is covered in the agreement. The revenadrghelement will have no effect on
consumers. The agreement does require the Towtine ievent that the General Assembly
repeals or restricts the authorization for meats tasinsient occupancy taxes, to impose an
equivalent replacement tax if such is authorizethigyGeneral Assembly. This provision, in the
event it is exercised, is likely to have no neeeffon local consumers.

8 The County’s FY 2007 revenues from taxes were89469. See Joint Submission, page 8.
9 See Montgomery County Board of Supervisors meetiimaites, December 18, 2006; and Montgomery County
Planning Commission minutes, October 18, 2006.
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F. Impact on the interests of the Commonwealth

While the applicable statutes do not require them@assion to consider the interests of the
Commonwealth in its review of growth sharing agreats, this has been a vital consideration in
the Commission’s prior work on interlocal issués.our view, the Commonwealth’s primary
interests in this case are the viability of locatgrnments and the promotion of orderly
economic growth.

The viability of a local government is essentiatigasured by its ability to marshal the resources
necessary to fulfill its obligations as a politicalbdivision of the Commonwealth and to provide
adequate levels of service to its constituentsveRee generation is of course critical to meeting
these objectives. The proposed agreement willigecfuture revenues to Montgomery County
that it would not otherwise receive. The Town diriGtiansburg will for a time surrender a 35
percent share of revenues to which it is othenergdled. This concession is likely to be
outweighed by the other future revenues the Towy gaan through future boundary
adjustments secured by maintaining a cooperatiataaship with the County.

Orderly economic growth occurs when such growthatesjuate public services, enhances the
value of the surrounding community, and does ngpine neighboring jurisdictions to engage in
destructive competition. In the present caseatiti®ns of both the Town and the County
demonstrate their commitment to orderly economaswgin. The Town is positioned to provide
water and sewer service for the entire Mid-Countga including the growth sharing area. The
jurisdictions have reached agreement on desiratluaa in the growth sharing area, as
evidenced by their zoning decisions. The Coung/fhailitated the Town'’s efforts at service
provision, and helped maintain the Town’s communitinterest, by agreeing to a boundary
adjustment. The proposed agreement should therefdy encourage orderly economic growth
in the Mid-County Area.

lll.  Summary of Findings

The Mid-County Area in the Town of Christiansbusghe retail trade center of Montgomery
County and the New River Valley, and the Town &s phimary service provider to this
development. The proposed growth sharing areastorgsof 47.966 acres is a lightly

developed corner of the Mid-County Area adjacemh&por commercial development. The
majority of the growth sharing area is vacant, odvbg a commercial developer, zoned for
general business, and has Town water and sewsniiitie ample capacity at the edge of the site.
The phased development of the growth sharing aceddwepresent a natural evolution of the
Mid-County commercial area.

The growth sharing area was incorporated into thwerTby a voluntary boundary adjustment
that became effective in September 2007. The egbgrowth sharing agreement submitted to
the Commission requires the Town to share withGbenty, for a term of 20 years, 35 percent
of the Town’s meals and transient occupancy tagmaes from the growth sharing area, with no
single taxed business subject to revenue sharmgdoe than 10 years. No businesses in the
area are currently subject to these taxes; onlydéutestaurants, hotels/motels, and variants
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thereof will generate them. The parties estimiadt implementation of the agreement will
generate $5,672,500 for the Town and $1,627,50théoCounty over the life of the agreement.

The Commission is authorized by Va. Code § 15.2329® investigate, analyze, and make
findings of fact, as directed by law, as to thebatale effect” of the proposed agreement on the
people residing in that area. Accordingly, the @ussion makes the following findings:

The agreement will have no effect on the residehtee growth sharing area, since they
are not subject to the taxes proposed for revehaens.

The agreement will have no effect on County regdglas a whole (including the towns)
in their capacity as consumers. Although localstoners may pay part of the meals and
transient occupancy taxes, the sharing of the tiegubx revenues between the localities
has no impact on the consumer tax burden.

The total revenues over the life of the agreememt wary significantly from the parties’
forecast. In their Joint Submission, the Town @odinty assumed annual constancy in
the pertinent town tax rates as well as the deltdume of taxable retail sales that will
be logged by each of the projected businesse®igribwth-sharing area. To the
contrary, historical data for Montgomery County aerstrates that taxable sales per
vendor generated by food service businesses ankirfyiplaces as well as by lodging
establishments during CY 1990 through CY 2007 hentebeen constant.
Consequently, the revenue projections providetienparties’ joint submission, which
assume annual constancy in the dollar volume afitiexretail sales generated by each
business that locates in the proposed growth-shari@a, are not likely to be reliable.
Furthermore, the parties’ projections assume ataoh3own tax rate over the course of
the agreement, and any changes to the tax ratelvitiher undercut the reliability of
their projections. As such, both parties to theeament should exercise prudence with
respect to future budgeting based on these projecti

For the Town, the agreement has an opportunity bestiuse for 20 years (subject to a
10-year limitation on each taxed business), it wollect less revenue from meals and
transient occupancy taxes in the growth sharing-as@difference that it would be
entitled to keep in the absence of the agreemdatvever, this cost is likely to be
outweighed in the long run by the benefits of maimhg a cooperative relationship with
the County. By agreeing to the growth sharingrageanent, the Town has established
by precedent an incentive for the County to condigkeire boundary adjustments.

The expected direct revenue benefits under theeagret contribute to the County’s
fiscal health but are not critical to it. The ireflit revenue benefits are likely to be more
significant. Montgomery County retains independenenue-raising authority within
the proposed growth sharing area, including regp@rty, personal property, local sales,
and merchants’ capital taxes, which, in the aggeegaay produce significantly more
revenue than that which will be collected underpheposed agreement with
Christiansburg. Little commercial development wblibppen, however, without the
Town’s commitment to provide public water and ses@awice under the agreement.
The Town likely would provide such service evertha absence of the agreement, but
the agreement guarantees it.

Since the County'’s fiscal stress scores have hdwan@und the statewide average and
the County has recorded successive increasesparitsapita revenue capacity,
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Montgomery County should be able to meet its pulotiance requirements regardless of
whether the growth sharing area produces revenue.

Maintaining the current general business zonirgitgal to the revenue generating
potential of the growth sharing area. The Counéglenthe initial zoning decision, but
zoning authority now lies solely with the Town. eragreement does not require the
Town to retain the current zoning. The Town haspparent reason to downzone the
growth sharing area, but the County may wish ttuthe a provision in the agreement
discouraging the Town from pursuing any downzorintions on this property.

%91t should be noted that, as previously discussedTown is relying on a proffer made by the curgoperty
owner/developer to the Montgomery County Board wi&visors that the developer will build a roaghtovide for
additional ingress and egress into and from thevgreharing area once the development in that @n@duces an
average of 10,000 trips per day on Farmview RdEus additional access is critical to addressingceons raised
by citizens currently residing in the area, inchgltraffic flow, buffers, noise, lighting spilloveand dust control.
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The Commission on Local Government recognizesitirefeeant efforts put forth by the

officials of the Town of Christiansburg and Montgeny County and commends the officials for
working together in the spirit of cooperation taqyogate and achieve the economic growth
sharing agreement we have herein reviewed. Pro\lua the parties take into consideration the
foregoing findings, the Commission sees no readoyntive parties should not adopt the
agreement.

Respectfully submitted,

/s/
Vola T. Lawson, Vice Chairman

/s/
Harold H. Bannister, Jr.

Is/
Elmer C. Hodge, Jr.

/s/
Kathleen K. Seefeldt
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