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Senate Budget and Evaluation Office
2009 Session

Overview

During 2009egislativesession, General Assembly members fabathncing the state budget amidst
rapidly declining revenues thateated large shortfalls in both the FY09 Amended and FY10 General
budgets. This document will review

1) The revenue situation that led to some of the reductions made in the FYO9A and FY10 budgets
2) The federal stimulus funds that were used tolfh@ffset budget reductionsand
3) The impactbudget cuts had on individual agencies well as selectadcreases

National Perspectiv e
Nationally,FY09 was a difficult budget year for states.

e 46 states faced budget shortfalls
e 25stateshad budget gaps of ten percent or greater, including Georgia

FY10 is expected to be another difficult year for stat# statesare curently managindgudget
shortfalls in FY10 over their FY09 budgets. While Georgia is in the top ten of states projecting a shortfall
over the original FY09 budget, 8 other states are facing larger budget shortfalls this year.

State Projected Shortfall % of Budget
California $45,500,000,000 49.30%
lllinois $13,200,000,000 47.30%
Arizona $4,000,000,000 41.10%
Nevada $1,200,000,000 37.80%
New York $17,900,000,000 32.30%
Alaska $1,300,000,000 30.00%
New Jersey | $8,800,000,000 29.90%
Vermont $278,000000 24.80%
Georgia $4,100,000,000 23.80%
Washington | $3,600,000,000 23.30%

Source: Center on Budget and Policy Priofities

! Elizabeth McNicholand Iris Ldvb $ 6 CA & OF £ . S NJ . NIdghidiStabeBudgebRrobifs# CeRtbt@ry | v LINB O S

Budget and Policy Prioritiedpdated September 3, 2009. [http://www.cbpp.org/files08sfp.pdf] Note thathis report
records Georgia as having a $1 billion shortfall in FY10, which differs from Goverda duly 200%stimated shatfall of
approximately $900 million.
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According to the National Conference of State Legislatutateshave had to make significant cuts
across a variety of policyeas in order to balance their budgetsany of which have been similar to
NERdzOGA2ya YIRS Ay DS2NHAIQa C,nd FYyR C,mn 06dzR3IS

e Alabama, Arizona, Idaho, Illinois, Kentucky, North Carolina, Oregon, and Utah, among other
states,have reduced fundingcross tle boardfor K-12 education In the case of Utah, funding
for K12 education was reduced by 13%, though this was partially backfilled with stimulus funds.
Other states haveeduced teacher pay, shortened the school year, and reduced or eliminated
specialprograms (eg. gifted education, athletics, afteschool carepr bilingualprograms.

e California, Idaho, Nebraska, Nevada, New YanmlUtah have reduced funding for state parks.

e Colorado, Kansas, Michigan, New Jersey, and North Carolinagasttters will close prisons.
Other states such as Washingtoare also considering medical parole for elderly or sick non
violent offenders, commuting sentences for neiolent offenderspr utilizing alternatve
sentencing for drugr DUloffenses.

e A numberof states are furloughing employees, aRtode Island, Illinois, and New Hampshire
will furlough state employees 12 dayBelaware Florida, Hawaii, and ldaheduced salaries for
some government officials. Maine, New Jersey, Ohio, Pennsylvania, gimdaviiave either
deferred or eliminated scheduled pay raises.

e Connecticut, Maine, New Hampshire, Pennsylvania, and kigé either reduced employer
contributions to health care or raised employee or retiree premiums for coverage.

Additionally, many sti&s have had to access their rainy day funds or other funds sources, including trust
funds or tobacco settlement funds, to balance their budgets.

Other states havincreased taxes in order to mitigate declining revenues.

e California, Delaware, HaviaNew Jersey, New York, North Carolina, and Oregon have raised
individual income taxes.

o Massachusetts, Nevada, and North Carolina increased the state sales tax. Other states have
broadened sales taxes to apply to items including online sales, pbéitivartising, and services

rather than just goods.

e Arkansas, Colorado, Delaware, Florida, Hawaii, Kentucky, Mississippi, New Hampshire, New
Jersey, North Carolina, Rhode Island, and Wisconsin have raised taxes on cigarettes.
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Revenues

The Georgi Constitution requires a balanced budg&pecifically, the state funds portion of the budget
must be balanced to the official revenue estimate thoe respective fiscal year as set forth by the
Governor in his annual budget report.

Revenue Estimates

FY2009 Revenues

Originally, when thé&Y0O8 Amended and FY09 General revenue estimates wefeY$E,revenues were
projected to grow2.78% over FYQandFY09 was projected to graw23%6over FY08In Februarof

the 2008 legislative sessiodiiring budgetconsideration the Governor lowered the revenue estimate
by $245 millionthe equivalent 08.96% over FYO8hese estimates assumed slower revenue growth
than the state had seen in FY0O7 when state revenues had g8dy@.

However, inal revenue collections for FY08 weé&belowFY07.The compounding effect of not
having growth in FYO&d estimating some growth in FY09 over FY08 meant that the FY09 revenue
estimatewas nowbased ori7.5%growth over FY08.

Because revenues continued to decline through FYQ09, the budget gap for FY09 between the initial
revenue estimate and actual colleatis grew. Ultimatelyhe Governor lowered the revenue estimate
for the FY09 budgdbur timesafter issuing the initial reveue estimate in January of 2008.

e The original budget was $20.4 billionState General Funds and Motor F&eihds

¢ In Februay 2008, the Governor lowered the revenue estimaté&fd.1 billion the final number
for HB99Qthe FYQ09 General budgét.5%over FY0O&udited revenuep

e In January 2009, the Governor lowered the revenue estimat$17.9 billionfor the FYOQ
Amended budget(4.40®%6below FY8 audited revenuesind 11.07% belowlB990).

¢ In February 2009, th&overnor lowered the revenue estimate to $17.5 bill{6t8% below FY08
and 13.3% below HB990)

e Aftersigningthe FY0®8 budget, the Governor lowered the revenue estimate in Ma$1d.1
billion (8.26% below FY08 and 14.7% below HB990)

¢ Unaudited mnal revenue collections for FY68me in at $16.8 billiorl0.5% below FY08
revenuesand 16.7%below HBII

2 Another number commonly used describethe FY0%General budgetevenueestimateis 8.38% over FY08. 8.38f4s
growth required inDepartment of Revenu@DOR}racked rezenues(primarily tax dollars)This number \as used when
tracking DOR monthly revenue repohst does not match up to total revenues for the state budget.
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FYQ9 Year End Shortfall
Whenthe Governorreduced his FY09 revenue estimateMay 2009, he projecteén additional$687
million decline bringing the total fisal year shortfall to nearly $3.4 billioThis overrun was covered by:

e $274milionraisedbg A G KK2f RAY 3 Hp: 2Ifaldini@(Wihhdidings framh y I £ Y 2
Corrections, Revenue, and Education were offset by the releab&88£.6 million iraddiional
stimulus fund}

e bpn YAfTtAZ2Y Ay &S| Niydhentinyitemdgisticil & Sebtis@rvice daBrigsi dzNE ¢
e $362million inadditionalRevenue Shortfall ResesgRSR)

FY09 is the second fiscal year in a row in which the state has had fionglsefrom the RSR to cover the
final year end gap between appropriations and collected revenusisthe end of FYO8he initial sharp
declires inrevenues caused thgate to have to use $521 million in funds from the RSR.

Tracking the Revenues

Overthe course of the year the Senate Budget and Evaluation Office trackxethertmentof

w S @S y(meR¥asand fee ollectionsrelative to the revenue estimateThe chart elow shows the
declining revenues fdFY09. Theevenue estimate differs slighytlfrom those described abov®cause
it includes only DORackedrevenues TheDepartmentof Treasury collects around $1 billion in
additional revenues which are reflected in the numbers above but not included here
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Historic Declines in Georgia

When adjusting for inflation (to 2008 dollars), Georgia has had only 10 years of revenue declines since
M@pHD h¥ GK2a$S wmn @SINER 2F RSOtAySaz wnng KIFR
revenue.

Top Ten Revenue Declines (1952 to 2009) *
1. FY D09 -10.8% 6. FY 20034.0%
2. FY 19756.4% 7. FY 19923.3%
3. FY2002 -6.1% 8. FY 19912.8%
4, FY 19535.2% 9. FY 198061.9%
5. FY 20084.4% 10. FY 19581.8%

*Adjusted for inflation to 2008 dollars
Source: Reports of the State ditor and Selected Summary Financial Information

FY10 Revenues
The Governor has lowered his revenue estimate for Rdde.
e In January, the Governor proposed a FY10 budget based on $18.5 billion in rexBeag#és (
over theoriginalFY09 Amended revenue estimatad 8.20% below HB990However this
revenue estimate would have bedi®.23% over the final FY09 revenues.

e In February, the Governor lowered thetenateto $16.99 billion and this estimate formed the
basis of HB119, the FY10 General budg«4% below a reduced FY09 Amended revenue
estimateand 15.6% belowHB99(). This revenuestimate is 1.36% over the final FY09 revenues.

e As of August 2009he Governor is projectingevenues to come in at around $16.1 billior4
billion shortfallfrom the original HB99(B.72%below FY09 actual revenues aa@0% decline

from HB990).

Filling the Gap

Meeting the shortfalls in revenue in order to balance the budget in FY09 and&jtifed a combined
strategy of reducing agency budgetsilizingone-time fundsources, and offsetting state general fund
revenue shortfalls with stimulus funds asthtereserves.

While this strategy was able to mitigate the impact of revenue shortfalls on state operations at present,
it is not a sustainable strategy if revenues do hegin to grow.

e Onetime fund sources and state and authority reserves will be depleted in future fiscal years.

e Stimulus funds are finite and remaining funds will likely be used to balance the FY11 budget or
to meet further shortfalls in FY10.
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The resilt is that without revenue growth, the state will have fewer optidoasmeeting shortfallsn
future fiscal years and will become more dependent on reducing agency budgets and state operations in
order to balance the budget.

The chart below showsolw the current FY09 and FY10 budget shortfalls have been met as well as the
options left for filling gaps in FY11 and FY12 (assungrggowth inrevenuesand expendituregrom
FY10)

How We Are Covering The Shortfa
Total Shortfall: Total Shortfall: Total Shortfall:
$3,989,238,026 $3,989,238,026 $3,989,238,026
Total Shortfall:
$3,364,858,578
$4,000,000 $176 394
$3,500,000 e °
w D . O 010
T $3,000,000 9
It
U) d O Q
3 $2,500,000 51,026,818
e
|_
$2,000,000
$1,500,000 398,94
$1,000,000 d a2 290 02 220
$500,000
$
FY2009 FY2010 FY2011 FY2012
Projected Projected
B OnGoing Agency Reduction ® New Agency Reduction OneTime Funds
Federal Stimulus Fund m Reserves (RSR and Authorit

FYQ9 Strategy (HB118)

e Reserves ($771 million)$562million in regularRevenue Shortfall Reserves (R889$187.2
millionin RSR for the migear adjustment for education,2®.8million in authority reserves or
agency payments tdreasury(Georgia Technology Authority, Georgia Correctional Industries,
and State Personnel Administratiorf the regular RSR, $200 million was budgeted in HB118
and $362 million was used because of the year end budget shortfall.
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e Federal Stimulus (72 million): $482.4 million ifFederal Medical Assistance Percentage
(FMAP) funds and $189.6 million in State Fiscal StabiliZathais. The budget stabilization
funds were used to cover the 25% June allotment withholding for agencies that could not
sustain cuts in the final month.

e OneTime Funds ($626.7 million$579 million in tte Health Benefit Pan (SHBREserves and
$47.1 million inTobacco Settlement Fundisditionally used by the OneGeorgia Authority

e Agency Reductions ($1.3 billion)The median cut to agency budgets over the FY09 General
budget was 9.45%nd includes the mounts cut during the final June allotment withholding.

FY10 Strategy (HB119 plus strategy to cover the projected $900 million shortfall)

e Reserves ($476.4 millig: $258.6 million in RSR, $152 million in tobacco settlement fund
reserves, and $65.9 million in authority reserves (including Georgia Ports Authority, Georgia
Technology Authority, and State Personnel Administration)

o [ederal Stimulus (4 billion): $741.3million inFMAP funds andéb1.4million in State Fiscal
Stabilization funds

e OneTime Funds ($38million): $142 million in drawdown from the Other Post Employment
Benefits (OPEB) trust fund account, $4@i8ion in SHBP reservemnd $47.1 millia in Tobacco
Settlement Funds traditionally used by the OneGeorgia Authority

e Agency Reductions ($9billion): The median cut to agency budgets over the FY09 General
budget was8.36% however, OPB is now withholding an additional 5% for most agenaike3%n
for Medicaid and Education formula programs.

Final Appropriations

The chart below shows the finajency budgetor both the FY09 Amended and FY10 General budgets
as well as the change fandingfrom the FY09 General budgktr all State Funds, ihaling Lottery and
Tobacco These same figures are also included at the start of each policy sactibare the basis for

the funding graphs and analysisthis document Throughout the document, in using these figures as a
guide to agency by agencynfiing, please note

e Thetwo "adjusted' columns are meant to give pojienakers a feel for the actualt to an
agency's "current services budgetSHBP funding cutgere not deducted because the funds
were covered out of reserves awlitl not reflect a eduction in an agencyperational budget.

e ARRA budget stabilization and FMAP fundsrarieidedin the adjustedamounts where
appropriate &sthese are not'State Fund' andwould not appear ina regular State Funds
analysis). Again, these funds spemented selected agere Q 2 LISNJ G Ay 3 o6dzRISG A
reduced the effect of the cutsOther stimulus funds flowingirectlyto state agencies are not
reflectedasthe amountsare subject to change
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e The FY09 adjusted budget also includes2b® June &tment withholding for agenciewhich
had the effect of around a 1% cut for many agenci€be adjustments also include stimulus
6SNE dzaSR G2

Fdzy Ra G KL @
sustain

Gok Ol FALE £

iKSasS Odzia

o Department of Education:FY09 programs "prefunded" in FY08 are moved from FY08 budget to
FY09, this makes a difference of $50,345,470.

e Department of Human ResourceThe adjustments columns for FY10 unwind téstructure
changes so that poliegmakers can see the change in afdémparable budget over time and a
DCHcomparable budget over time.

o Department of Community AffairsFY09 and FY10 declines include the lotsnd
Conservation Funds, One Georgiathority funding and LocbAssistance Grants, which
represent $3 million of the custo DCAN both FY09 and FY1@Without these funds, DCA was
still cut by12.17%in the FY09 Amendedom the FY09 Generandwas cut by10.44%in the

FY10 Generadbudget

e Department of Revene: FY09 and FYOincludesthe $428 millionreduction in the Homeowners
Tax Relief Grantlf this amount is subtracted from the DOR budget, the agency faéegla
reduction in FY09 and a 12.6@aluction in its FY10 budgé&bm FY09

Agency by Agency Reductions to Current Services Budget

FY09 General

FY09 Amended

Adjusted*

FY10 General
Adjusted*

% Change
FY09A
Adjusted*
from FYO%

%Change
FY10

Adjusted*

from FYO%

Georgia Senate $ 11,402,191 $ 10,383,195| $ 10,51575 -8.94% -7.79%
Georgia House of Representatives $ 19,850,950 $ 18,130,328| $ 18,302,585 -8.67% -7.80%
Georgia General Assembly Joint Offices $ 10,479,449 $ 9,545,541 $ 9,836,665 -8.91% -6.13%
Dept of Audits and Accounts $ 35,427,174 $ 31,974,212| $ 32,380,418 -9.75% -8.60%
Court of Appeals $ 14,744,435 $ 13,316,470| $ 13,452,235 -9.68% -8.76%
Judicial Council $ 16,345,321 $ 1438,651 | $ 14,173,198 -10.44% -13.29%
Juvenile Courts $ 6,691,660 $ 6,541,830| $ 6,578,771 -2.24% -1.69%
Prosecuting Attorneys $ 59,281,695 $ 54,336,534| $ 57,408,442 -8.34% -3.16%
Superia Courts $ 63,622,100 $ 58,362,848| $ 60,499,072 -8.27% -4.91%
Supreme Court $ 8,837,974 $ 8,160,190 $ 8,026,295 -7.67% -9.18%
State Accounting Office $ 5,456,173 $ 4,230,658 $ 4,626,452 -22.46% -15.21%
Dept of Administrative Services $ 13,792,429 $ 6,555,567 $ 7,194,199 -52.47% -47.84%
Dep of Agriculture $ 46,719,425 $ 42,403,446| $ 43,529,578 -9.24% -6.83%
Dept of Banking and Finance $ 12,898,273 $ 12,285,088| $ 12,355,581 -4.75% -4.21%
Dept of Community Affairs $ 100,549,877 $ 25,193,451| $ 26,933,317, -74.94% -73.21%
Dept of Community Health $ 2,514,291,82 $ 2,330,318,980| $ 2,571,578,770 -7.32% 2.28%
Dept of Corrections $ 1,157,668,132 $ 1,068,677,991| $ 1,083,874,741 -7.69% -6.37%
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Dept of Defense $ 11,716,641 $ 10,609,248 $ 10,693,740 -9.45% -8.73%
Dept of Diver Services $ 62,791,511 $ 56,513,117| $ 59,251,761 -10.00% -5.64%
Dept of Early Care and Learning $ 341,592,254 $ 340,702,086| $ 353,540,557 -0.26% 3.50%
Dept of Economic Development $ 39,581,672 $ 32177272 | $ 33,148,712 -18.71% -16.25%
Dept of Education $ 8,245,943,241 $ 8,064,140,259| $ 7,972,800,861 -2.20% -3.31%
Employees' Retirement System $ 7,151,826 $ 7,002,829 $ 7,187,430 -2.08% 0.50%
State Forestry Commission $ 39,265,053 $ 34,613,697 $ 34,463,728 -11.85% -12.23%
Office of the Governor $ 57,642,768 $ 51,329,666| $ 48,985,692 -10.95% -15.02%
Dept of Human Services $ 1,661,556(92 $ 1,515,677,617| $ 1,524,845,240 -8.78% -8.23%
Dept of Insurance $ 19,230,125 $ 17,263,363| $ 17,321,489 -10.23% -9.93%
Georgia Bureau of Investigation $ 77,283,568 $ 68,520,329 $ 69,038,754 -11.34% -10.67%
Dept of Juvenile Justice $ 342,932,665 $ 308,037,052| $ 316,049,276 -10.18% -7.84%
Dept of Labor $ 55,769,092 $ 48,691,842| $ 47,432,021 -12.69% -14.95%
Dept of Law $ 19,650,981 $ 17,855472 | $ 18,008,924 -9.14% -8.36%
Dept of Natural Resources $ 130,877,057 $ 108,996,063| $ 102,835,328 -16.72% -21.43%
State Board of Pardons and Paroles $ 58,439,590 $ 53,173284| $ 53,417,306 -9.01% -8.59%
Public Defender Standards Council $ 40,439,957 $ 36,970,640 $ 39,789,395 -8.58% -1.61%
Dept of Public Safety $ 135,260,351 $ 121,350,605| $ 115,040,114 -10.28% -14.95%
Public Service Commission $ 10,348,009 $ 9,242,973| $ 9,735,943 -10.68% -5.91%
Board of Regents $ 2,300,517,851 $ 2,041,500,314| $ 2,172,971,990 -11.26% -5.54%
Dept of Revenue $ 557,498,041 $ 550,286,682 $ 113,235,387 -1.29% -79.69%
Secretary of State $ 40,504,390 $ 35,624,402 $ 33,871,025 -12.05% -16.38%
Soil and Water Conservation Commissi{ $ 3,572,839 $ 3,017,697| $ 3,185,293 -15.54% -10.85%
Georgia Student fance Commission $ 576,791,488 $ 575,272,130| $ 626,193,024 -0.26% 8.56%
Teachers' Retirement System $ 1,523,000 $ 1,349,187| $ 1,129,000 -11.41% -25.87%
Technical College System of Georgia $ 370,93,007 $ 334,490,811 $ 347,236,215 -9.83% -6.40%
Dept of Transportation $ 856,216,563 $ 881,778,631| $ 703,739,441 2.99% -17.81%
Dept of Veterans Service $ 25,701,669 $ 22,764,723 $ 22,822,878 -1143% -11.20%
State Board of Workers' Compensation | $ 17,720,194 $ 19,408,433| $ 19,319,813 9.53% 9.03%
General Obligation Debt Sinking Fund | $ 1,009,675,013 $ 969,990,354 $ 1,130,957,708 -3.93% 12.01%

Revenue Shortfall Reserve

Although final audited numbensere not available at the time gdublication of this reportthere will

likely be$462million in the Revenue Shortfall Resefee FY 1 ® . S0ldzaS G4KS D2@SNy2\
revenue estimate for the FY10 General budget already includes udsgriillionfrom the RSRonly

$203.4million, including $168 million which can be used for the 4ygdr adjustmentwill be left in the

RSR to meet arfurther fiscal year end revenue shortfalls.

9| Page



Senate Budget and Evaluation Office
2009 Session

RSR, MYA, and Unreserved Surpl
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Federal Stimulus Funding

On February 13, Congress approved H.R. 1, the American Recovery and Reinvestment Act of 2009
(ARRA)Most stimulus funding will be distributed through existing grant programsrauast be

obligated by the end of Federal FY&0 September 30, 2010Not all stimulus funds M flow through
state agenciesn some instances, local communities or organizations must apply directly to the
appropriate federal entity for stimulus funding

e According to the federal Recovegpvwebsite,Georgiawill receive $65 billion in federal funds
from the federal stimulus packagdés of August 20Q%4.8 billionin stimulus fundindas been
made available to the state, of whichl 83 hbillion has beerdistributed.

As discussed in the Revenues sectitimwus fundsflowing through state governmeritelpedthe state
balance the bdget in both the FY09 Amendeddxet as well as the FY10 Generatiget

e The primary two sources of ARRundsappropriated in FY09 and FYidiére State Fiscal
Stabilization funds and Federal Medical Assistance Percentages (FMAP) funds.

e The FY09 Amended budget and the FY10 General budgdtapproximatel$671.8million and
$1.4billion in stimulusfunds respectively.

Stimulus Funds Used During FY!{

H Medicaid (FMAP)

$477,000,000
[0)
71.00% S P = Stabilization
26.380% Education
u Stabilization
General
m Foster
$5,215,230Q Care/Adoption
0.78% $12,356,685 (FMAP)

1.84%

®The FY10 amounts refleitinds slightlyabove those originaflappropiiatedin HB119 The new funds areeing used to cover
the additionalshortfallsin FY10
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Stimulus Funds Used During FY:

® Medicaid (FMAP)

$649,894.,414 $570,360,807 m Stabilization Education
45.00% 39.49%

u Stabilizationr General

m Human Services Grants
(FMAP)

u Foster Care/Adoption
$76,470,261  $140,260,406 (FMAP)
5.30% 9.71%

$7,177,918
0.50%

e The chart above includes an additional $49.1 million in Edut&tate Fiscal Stabilizatiamnids that
GSNB y20 FLIINPBLNARFGSR AYy | . vMmmpE o0dzi KIFBS 0SSy AF
Budget to be used fordricational agencies in FYttOcover additional shortfalls

State Fiscal Stabilization Funds
Georgia received total allocation of1.5 billin in State Fiscalt8bilizationfunds(SFSF)ntended to
help stabilize state budgets in order to minimieavoid reductions in education and other essential

public services.

o Ofthe total fundsavailable federal law stipulates tha81.8%must beusedfor education, with
the remaining 18.2%vailablefor general budgeted expenditures. The statediggs portion of
the fundsto backfilladditionalbudget reductions from the June 2009 allotment withholdings
andfor education andpublic safetyagenciesn FY10

Education Stabilization
FY09 FY10
Department of Education $ 157,931,192 $ 413,145,927
Board of Regents $ 17,189,581 $ 92,617,896
Technical College System of Geor¢ $ 2,114,871 $ 15,406,239
Unallocated $ 49,190,74"
Total $ 177,235,644 $ 570,360,807
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General Stabilization
FY09 FY10

Correctons $ 10,000,00t $ 97,234,67
Georgia Bureau of Investigation $ 6,132,77
Public Safety $ 8,872,75
Juvenile Justice $ 28,020,20
Revenue $ 2,356,68!

Total $ 12,356,68! $ 140,260,40¢

e After using approximately $900 million in stabilization funds in FY09 and iR¥IL@jng the
additional$49.1 million in education fundset asideby the Governor for use in FY¥B41.1
million remairs for the FY10 Amended budgetdpout-yearbudgets

State Fiscal Stabilization Fund
$570.3m

$513.2m

$177.2m

$140.2m $127.9m

FY09A FY10 FY10A/FY11
Remaining

® Education m General

Medicaid Assistance

TheARRA increased the Federal Medical Assistance Percentage (FMAP) payments for Medicaid from a
federalmatching rate of 65% to a matching rate of 75%his enhanced match extenilem the second
guarter of FY09 through the secomgliarter of FY11, meaning the federal government will pay a larger
share of the costs for Medicaitl 3 RdzOA y 3 (i KS Ahkihciess@xeinbarderhentlraimso? y &
affects Adoption and Foster Care reimbursememthich willreceive a 6.2% increase in matching rate

e Changes to FMAP reimbursements were retroactive in FY09 to October of 2008, giving Georgia
two additional payments in FY09. Therefore, in the FYO9 Amended budget, the stateeeipect
receive aradditional $4& million in FMAP payments.

Additional Stimulus Funds
While the SFSF and FMAP payments were used to meet the budget in FY09 and FY10, the state will also
receive substantial funding for other federal programs, including transportation, energy, watkr, an
public safety programs. Additional information these programgs available fron6BEO.
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Agriculture

Funding Changes

% Change FY09 % Change FY1C

Amended Adjusted* Adjusted* from
from FY09 General FY09 General
Department of Agriculture -9.249 -6.839

Median Cut to Agencies -9.459 -8.369

FY09 Amende( FY10 General

FY08 FINAL FYO09 General

Adjusted* Adjusted*

Department of Agriculture| $  46,226,622$% 46,719,425$% 42,403,446% 43,529,578

*The adjustedamountsare meant to give polieynakers a feel for the actual cut to an agency's "current services budget." SHBP
funding cuts are not deducted because the funds were covered out of reserves and therefore did not reflect a reduction in an
agency's operational budget.

Department of Agriculture tdget reductions in both FY09 and FY10 were primarily in general
operations. TheDepartmentmet these reductions through a hiring and purchasing freeze.

Consumer Protection

¢KS AYLRNIFYOS 2F Syada2NAy3d DS2NHAI Qapabtygdtdvithdzt ( dzNJ f
the discovery of salmonella in peanut products mantifeed at a plant in Georgia. The outbreak raised
concernsaboutthe level ofstaffing and funding for the foodagety function withinthe Department of

I 3 NXA O dzbrisulmNdP@t&ctioprogram.

e The General Assembly added $40,000 in the FY09 Amdmndigkt for four Food Safety
positionsg one food safety specialist and three food safety inspectors

e InFY10, the General Assembly appropriated an additional $160,000 to provide a full year of
funding for the four new food safety positions.

Global Marketing

¢KS DSYySNIf !adasSvyote faz2 az2daAKi G2 SyadaNB GKFiG Y
expand worldwide. To this end, the Assembly appropriated $75,000 in FY10 for marketing efforts in

emerging international markets, particulaBaribbean markets and the Dominican Republic.

e The funds will be used to study transportation management, communications, and security at

ports to expedite shipping agricultural products to the Caribbean as currently many perishable
items do not clear cuems in a timely manner.
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FYO09 Year-End Withholding

The Governor withhel$772,919 from thédepartmentduring the last month of FY09. TBepartment
met the cut through savings from a hiring and purchasing freezalafatredfilling the foodsafety
specialist and three food safety inspectmwsitionsuntil FY10.
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Community Health

Funding Changes

% Change FY09 % Change FY1(

Agency Amended Adjusted* Adjusted* from

from FY09 General FY09 General
Dept of Community Health -7.329 2.289
Median Cut to Agencies -9.459 -8.369

FY09 Amendec FY10 General

FYO08 FINAL FYO09 General

Adjusted* Adjusted*
Dept of Community Health | $2,398,738,867 $2,514,291,820 $ 2,330,318,980 $ 2,571,578,77(

*The adjusted amountsre meant to give polieynakers a feel for the actliaut to an agency's "current services budget." SHBP
funding cuts are not deducted because the funds were covered out of reserves and therefore did not reflect a reduction in an
agency's operational budget. ARRA budget stabilization funds and FMAP ferdsosadded into the final amounts where
appropriate (since stimulus is not a "State Fund" it does not appear in the regular State Funds analysis). State fands cuts
Medicaid may reduce FMAP funds availabléeadjustedcolumns for FY10 unwind tH2HR restructure changes so that policy
-makers can see the change in a B¢diRparable budget over time and a D€binparable budget over time

Healthcare Provider Rates

The original FY09 budget hptbposedapproximately $60nillionin increases in hosgt, nursing home,
and provider reimbursement ratasder the Medicaid programBecause of the economic downturn,
almost all d these increases were deferredith some notable exceptions.

e The FY10 budget includ&®,793,0000 increase the reimbursememate to nursing homes for
capital improvements (increasing fair rental value reimbursement)fand quality incentive
program.

e The FY10 budget also included $1,572,75@Her100 additional slots in the Independent Care
Waiver Program (ICWP) to helgetlow income elderly stay out of nursihngmes

In both FY09 and FY10, the Medicaid budget benefited fronmttreasesn the federal matching rate
from around 65% to 75%Tlhe increased FMAP rate was used to defray cuts in the Medicaid budget.

TheG&SNY 2 NRa NBJAaSR C, #48 miliorredustion inNdBpiMan PryRIG R |
reimbursements to help fill a projected Medicaid funding shortfathese cuts would have meant a 10%
reduction in reimbursement rates for hospitals and a 6% reidador providers.

Rather than reduce reimbursement rates for hospitals and providers for Medicaid services, the General
Assembly appropriated funds restore the reductions and appropriatesh additional$146 million to
cover growth in Medicaid
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Medicaid Enrollment
D S 2 NIdrdaghgunemployment rate has led the Department of Community Health (DCH) to project
an increase in the number of Georgians in need of Medicaid or PeachCare for health care coverage.

e For FY1ODCHprojected a 7% increase Medicaid enrolimenand a 22.1% increase in
PeachCare enrollment

e Enroliments between 2006 and 2ZD@ropped by over 100,000. Atthgh some of this decline
may be due to improvements in the economy during that period, a substantial patipaars
to be due to increased efforts to eliminate duplicate enrollaed verifyeligibility and
citizenship.

The following charts show historic Medicaid and Peachcare enrollments.
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Average Monthly PeachCare Enrolimer
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Trauma
Although there have been orime grants appropriatedor trauma care in previous budgets, until FY10,
therewasnood 2 Ay 3 adl 4SS FdzyRAYy3a F2NJ GKS adl dSQa (NI dzyl

¢ To address trauma funding in the FY10 budget, the General Assembly passed and the Governor
signed HB 160, also known as the Super Spdatiewhich mandates an additional $200 fine on
drivers ticketed for exceeding 85 mph on fdane roads and interstate highways or 75 mph on
two-lane roads.

e The Super Speeder bill is expected to generate an additional $23 million which will be didicate
G2 FdzyRAy 3 (KS & TheiGéofyia Traunh Cavimissigraditie 2mify @

responsible for distributing the funding.

The mapon the following pagshows the current locations of trauma hospitals across the state and the
distance county residdg are from their nearest trauma center.
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Access to Trauma Centers in Georgia
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Medical Education
Increasing the number of physicians in Georgia has been an ongoing effort for the stateafdqay
GSNY LXFYyYyAy3d F2N GKS aidlFrdisSQa KSIHfGK ySSRao

e The FY09 Amended budget included $10 mill@rthe Medical College of Georgia (MCG)
expansion, includinthe expansion into the Athens area. The FY10 budget included $17.6
million for this effort.

¢ The Governor proposed to reduce funds for graduate medical educatidh %% or $343,977
in the FY09Amended budget Although this change was adopted in FYQ9, the funding was
restored in FY10.

¢ None of the new residency slots added in the FY09 General budget were cut, and the General
Assembly restored almost half of the reductions the Governor originally recommended for the
operating grants taMercer and Morehousec®ools of Medicine.

e The FYO@mendedand FY1l@enerabudgets did removéhe funds for other planned medical
education expansion studies.

FYQ9 Year-End Withholding

The Department of Community Health was able to avoid operational or service impactgrom
$28,390,98%ear end withholdinglue to an agreement witthe Department of Human Resources
(DHR to remit payments to DCH earfpCHexpected tdapse $25.6 million in addition to the unalloted
surplus of $28.4 million, for tatal estimated retun to the Teasury of over $54 million.
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Criminal Justice

Funding Changes
% Change FY09 % Change FY1(

Amended Adjusted* Adjusted* from
from FY09 General FY09 General

Dept of Corrections -7.699 -6.379
State Board of Pardons and Parolés -9.019 -8.599
Median Cut to Agencies -9.459 -8.369

FY09 Amendec FY10 General

Adjusted* Adjusted*
Dept of Corrections $1,100,270,926 $1,157,668,132 $ 1,068,677,991 $ 1,083,874,741
State Board of Pardons and Parolg$ 55,612,881$% 58,439590% 53,173,284 $ 53,417,30
*The adjustedamountsare meant to give polieynakers a feel for the actual cut to an agency's "current services budget." SHBP
funding cuts are not deducted because the funds were covered out of reserves and therefoi@ déflect a reduction in an
agency's operational budget. ARRA budget stabilization funds are also added into the final amounts where appropriate (since
stimulus is not a "State Fund" it does not appear in the regular State Funds analysis).

Agency FYO08 FINAL FY09 General

Departm ent of Corrections

Prison Population Growth

Georgias home to both one of the largest and fastest growing prison populations in the country.
BetweenFY98and FYOR DS 2 NHA I Q& giNKAR fiyom B6261adrinatds 10 54/070

e According to the P& Center on the States) 2008,1 in 70 adult Georgians was either in jail or
prison, he fourth highestate in the nation.

e When including all adults involved in the correctional system, either through incarceration,
parole, or probation, that ratiolwinks to 1 in 13 adults, the highest rate in the nation.

In order to meet the growth needs of the prison system during a time of revenue declines, the state
began closing older, high maintenance facilities and consolidating inmates at newer pridod&ssitit
tracke bed expansions. These consolidatians intended toachieve budget efficiencies by reducing
overhead and maintenance costs ftbe Department ofCorrections while providing higher levels of
ASOdzNRGE F2NIAYYI Gt G DS2NHAF QA ySégSNI LINR &

¢ In FY09Georgia began closing four state prispitomerville, Rivers, Milamand Wayne State
Prisons, as well as the West Georgia Boot CamptenBelham Prdrelease CenterClosing
these facilities will save the state more than $24 millioreary
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As part of the prison consolidation platet General Assembly appropriated an additional $7 million in
total new funds in FY10 for the startup or full year operating costs for fast track facilities associated with
1,536 additional beds at prisostatewide:

e Smith State Prison (256 beds)

e Valdosta State Prison (256 beds)
e Coastal State Prison (256 beds)
¢ Hays State Prison (256 beds)

e Ware State Prison (256 beds)

e Telfair State Prison (256 beds)

Over the past couple year§eorgia has seen igisonpopulation begin to flagn.

Prison Population
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Correctional Facilities

2 KATS ySIENIe& GKNBS ljdzFk NISNE 2F GKS adlFaSQee AyYIlF (S
in four inmates are placed elsewherer FY09 and FY1the General Assembly appropriated additiona