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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


The proposed regulation is a replacement regulation for 24 VAC 30-40, which has the same title.  The Virginia Department of Transportation (VDOT), rather than amending the current regulation, finds replacing it with the proposed regulation appropriate, due to the extensive nature of definitional and procedural changes.  Three of these changes are substantive.  First, displacees will be issued a ninety-day assurance notice instead of a ninety-day notice to vacate their property.  Second, the proposed changes will allow reimbursement of self-moving expenses.  Third, the presence of a court reporter will be required during the final appeal hearings.

Estimated Economic Impact


VDOT must often relocate individuals for the maintenance and construction of highway projects.  During the relocation process, VDOT has two main responsibilities.  First, it has to ensure that displacees are given an appropriate amount of time and compensation to vacate their property.  Second, it has to ensure that highway projects can start in a timely manner so that the projects are completed for public use as soon as possible.

90-Day Assurance Notice


Currently, VDOT makes a written offer to the displacees for their property that must be vacated for highway projects.  Once the offer is made, VDOT moves to obtain legal possession of the property by either acceptance of the displacee or filing of certificate.  Obtaining the legal possession takes about 60 days, on average, but may vary between one week to three months.
 When the legal possession is obtained, VDOT issues a 90-day notice to vacate the property. The 90-day notice essentially determines the maximum amount of time the displacee may stay at the property once the legal possession is obtained by VDOT.  During the 90-day period, displacees are not required to pay rent to VDOT, which legally owns the property.


Under the proposed regulations, the displacees must be issued a 90-day assurance notice when a written offer is made.  The notice will assure that displacees have at least 90 days to vacate the property.  Further, during the 90 days, the displacees will be given a 30-day notice with a specific date by which they must vacate the property.  The 30-day notice may be given to the displacee at the time VDOT has legal possession of the property, provided that 30-day notice is issued at least 60 days after issuing 90-day assurance notice.  


Since the assurance notice can be issued when a written offer is made instead of when the legal possession is obtained by VDOT, the proposed regulations reduce the amount of time by which the property must be vacated by the amount of time it takes to get legal possession.  This period is estimated to be 60 days on average but may vary between one week to three months. The significance of the 60-day reduction in the process partially depends on the length of the time period during which the displacees are aware that they have to move out sometime in the future.  If the 60-day reduction in the process is large relative to the length of the whole process, the potential additional hardship to displacees is likely to be significant.  VDOT indicates that the first time the displacees are notified that they will likely have to vacate is about 10 to 12 months prior to the last day to vacate the property, although these expectations are not based on an official notice.  Displacees are certain of the relocation when a written offer is made which is about five months before the last date to vacate the property.


Proposed changes will affect the displacees in at least two ways.  First, the displacees will lose approximately two months of rental value of the property.  Once VDOT obtains the legal possession of the property, it does not require displacees to pay rent.  Under the current regulations, VDOT has the legal possession of the property during all of the 90-day period and displacees are not required to pay rent for this period.  Under the proposed regulations however, VDOT will obtain the legal possession after about 60 days from issuing the 90-days notice.  This will allow the displacees to stay at the property for only about 30 days without paying rent.  Thus, the displacees will lose approximately two months rental value of the property.


Second, it is likely that the proposed changes will introduce some hardship to displacees by reducing the time to move to another property.  As mentioned before, the proposed regulations reduce the amount of time by which the property must be vacated by the amount of time it takes to get legal possession.  Since it takes about 60 days to get the legal possession of the property, the displacees will have to vacate the property 60 days earlier than they otherwise would.  This 60-day reduction is likely to adversely affect the search for a new home.  The displacees choice in available properties will likely be reduced and their ability to obtain a competetive mortgage rate may be negatively affected. 


On the other hand, the time gained at the expense of the displacees will likely allow VDOT to start and complete projects earlier.  A highway project is a good example of a public good.  Virtually every individual can consume a public good and it is often impossible to exclude others from consuming it.  For this reason, the total benefits of completing the projects early will depend on the number of people and businesses who use these highway projects and their savings in time and cost.  Thus, given sufficient savings in time and cost by the people utilizing these highway projects, the total benefits of this particular change may exceed the total costs incurred by the displacees.

Self Moving Expenses


The proposed regulation will allow a new method for reimbursement of moving expenses.  Currently, there are two types of payment methods; (1) payment based on the amount charged by the commercial mover, and (2) payment based on a scheduled fixed fee per room.  Proposed changes will allow (3) reimbursement of self-moving labor and transportation expenses such as rental truck expenses and time spent.  VDOT indicated that there is a need for the new reimbursement method.  The need arises from the fact that sometimes the displacees strongly prefer to move themselves.  In these cases, where a commercial move is not preferred, the only alternative under the current regulations is compensation for the moving expenses based on the fixed fee payment method.  VDOT indicates that usually the actual costs of such self-moves exceed the amount determined by the fixed fee payment method.  With this additional new method, the exact amount of transportation and labor costs can be claimed with receipts or other proof of purchase.  The new method has the potential to compensate the displacee for the moving expenses that would not be covered by the fixed fee payment method.  This is expected to increase reimbursements paid for moving expenses.  But also, it is likely to satisfy the displacees more than they would be with the fixed payment method.  According to VDOT, about thirty percent of the residential moves should be expected to be reimbursed according to the new method.  Thus, about 60 residential families are expected to utilize the new method in a year.

Court Reporter


The board proposes to require the presence of a court reporter for the transcripts of the final appeal for relocation procedures.  A court reporter will be contracted from the private sector as needed.  The total amount paid to the reporter is expected to be about $350 per hearing covering the labor costs, travel expenses and the costs associated with producing the transcripts.  Since VDOT expects five appeal hearings per year, the expected costs of the court reporter is about $1,750 per year.  The expected benefit of the court reporter is that the legal transcript of the appeal could be presented in court proceedings.  Based on a recommendation from the Attorney General’s Office, VDOT indicates that many misunderstandings between them and displacees might be eliminated.  The costs of resolving misunderstandings that could be eliminated by the existence of transcripts are likely to exceed the costs of the court reporter.  Thus, there is a good indication that the benefits of the court reporter justify the costs.

Other


Finally, the proposed regulation incorporates many changes that are not substantive in nature.  These changes include simplification of the language of the regulation, changes in definitions, incorporating the procedures followed in practice to the language of the regulation. Among these many less substantive changes, two are worth mentioning.  These proposed regulations require that a guidance document be prepared for the relocation agents, and examples to determine the amount of relocation compensation are added to the text of the regulation.  VDOT indicates that relocation includes a wide range of situations and the guidance document and the examples make it easier to understand the regulation by the relocation agents and produce relocation assistance in a consistent manner.  More importantly, the public will have access to the examples provided and be able to determine the amount of relocation compensation by themselves.  This informational aspect in turn should provide a double check should a mistake is done by a relocation agent.

Businesses and Entities Affected


The proposed changes will affect all individuals, businesses, non-profit organizations, farms, and families who must be relocated due to VDOT’s highway maintenance, construction reconstruction, alteration, and repair projects.  In the recent past, approximately 200 families or individuals and 75 businesses, non-profit organizations and farms were relocated annually.  However, these numbers are expected to increase significantly in the next six years because the level of funding for highway projects will be raised by almost 43 percent and there is a positive correlation between the level of spending and the number of people relocated.

Localities Particularly Affected


The proposed regulation applies to all localities in commonwealth proportionally.

Projected Impact on Employment


No net increase in employment is expected other than the services of one court reporter during appeal hearings about five times a year. 

Effects on the Use and Value of Private Property


The proposed regulations will reduce the amount of time that displacees have to vacate their property by approximately 60 days.
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