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Resources
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Closing the budget gap in FY 2008
“Caboose Bill” (SB 29) N

($ in millions) FY 2008

Revenue Shortfall ($528.3)
Plus: Unobligated Balance from Ch. 847 6.0

Proposed Rainy Day Fund Withdrawal 261.1
Revised Shortfall ($261.2)
Proposed New Spending in SB 29 $173.5
Savings in SB 29 ($463.6)
Net Savings ($290.1)
SB 29 Unappropriated Balance $28.9
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Proposed New GF Spending in SB 29 5

($in millions)
Comprehensive Services Act Caseload Increase $54.3
Maintenance Reserve Funding 50.0
Compensation Board Cost Increases 27.2
Criminal Fund 15.0
VITA Unrealized Savings 9.6
Other 174

Total $173.5
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Major Spending Reductions in SB 29 6

($in millions)
October, 2007 Budget Reductions ($272.0)
Reduced Rainy Day Fund Deposit (69.5)
K-12 SOQ Savings (54.4)
Medicaid Utilization and Inflation Savings (49.7)
Other (18.0)
Total ($463.6)

Language in the bill directs spending “as needed” of the
$500 million GF 2007 Transportation Initiative; assumes
$180 million balance forward into FY 2009.
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General Fund Resources in
SB 30, as Introduced !

($in millions) 2008-10
Balance Forward (includes $180m from transportation) $219.1
Revenue $34,335.5
Lottery/Transfers $1,643.1
Available Resources $36,197.7
Operating Expenditures $36,120.3
Capital Outlay (GF cash projects) 54.0
Total Proposed Spending $36,174.3
Unappropriated Balance $23.4
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SB 30 General Fund Spending g

($ in millions)

GF Resources Available $36,197.7
Less: Current Services Budget $33,960.7
Resources Above Base $2,237.0
How resources were used:
Mandates/High Priority (SOQ, Medicaid, debt service) $1,981.0
Compensation Increases (State employees, faculty, teachers) $254.5
Transportation Initiative Repayment in FY 2010 $180.0
Expansion of Current Programs (Mental Health, Pre-K, Economic Dev) $336.8
New Initiatives (Economic dev. incentive programs, health care access) $90.7
Capital Outlay (maintenance reserve, planning) $54.0
Total, Proposed Spending $2,897.0
Offset with budget savings (Continuation of October reductions, other) ($683.4)
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How resources were used: selected
GF spending proposed in SB 30

9

($in millions)
K-12 Standards of Quality (SOQ) Re-benchmarking (net) $942.5
Medicaid — Caseload and Cost Increases 344.0
Salary Increases (Effective July 1, 2009) 254.5
Debt Service — Existing and proposed bond projects, equip. 198.1
Repay 2007 Transportation Initiative Funding in FY 2010 180.0
Comprehensive Services Act — Caseload Growth 158.3
Higher Education — Base adequacy, financial aid, research 117.7
Capital Outlay — Maintenance Reserve 50.0
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Major Spending Reductionsin SB 30

($in millions)
Continuation of October, 2007 Reductions $502.4
Medicaid — Reduce rates for managed care organizations 120.2
Other savings 60.8
Total $683.4
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Proposed Bond Projects 1

($in millions)

General Obligation Bonds (largely higher education) $1,525.5

VPBA/VCBA Bonds (in SB 30) for equipment, cost overruns and 637.8

selected projects

Land Conservation — purchase of land and easements 50.0

Dam Safety _20.0
Total $2,233.3
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Public Education and
Other Education
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Direct Aid to Public Education
Overview of SB 30: 2008-10 Biennial Budget

13

Increase Over
($ in millions) Total GF FY 2008

Increase Over
Prior Year

FY 2008 (Ch. 847) | $5,832.0
Projected ADM Enrollment
1,199,701 (Ch. 847)
1,192,696 (SB 29)

FY 2009 $6,232.1 $400.1

Projected ADM Enrollment
1,200,102

$400.1 (+6.9%)

FY 2010 $6,512.6 $680.6

Projected ADM Enrollment
1,207,692

$280.6 (+4.5%)

$1,080.7 (+9.3%)
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Public Education
Summary of Major GF Amendments

14

(& in millions) FY 2009 | EY 2010| Total
Net Technical Re-benchmarking $439.0| $503.5| $942.5
3.5% Teacher Salary Increase (3% for Support) 0 132.4| 1324
Literary Fund Proceeds — Supplant GF (55.0) 25.0| (30.0)
Virginia Pre-K Initiative for At-Risk 4-Year-Olds 151 151 30.2
Data Coordinators in Lower Performing Schools 0 2.1 2.1
National Board Certified Teachers’ Awards 0.9 0.9 1.8
Virginia Virtual Advanced Placement School 0 1.0 1.0
Other Increases (communities in Schools; PALS Prek-3 0.5 1.2 1.7
diagnostic; Career Switcher Mentoring; Virginia Career Education

Foundation; Project Discovery)

Other Decreases (CTE Equipment; Virginia Teaching (0.8) (0.8) (1.5)
Scholarship Program, Jobs for Virginia Graduates)

School for the Deaf, Blind, & Multi-Disabled 11 2.7) (1.6)
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Technical Re-benchmarking 15

|
» Preliminary biennial cost as of July 2007 was $1.1 billion.

— Reflected updates for funded salaries, health care premiums,
preliminary enrollment projections, transportation, textbooks,
base year expenditures, etc.

» Proposed amount of $942.5 million reflects the following changes:
— Increases...
= Net $45.7 million due to updated 1 ¥2 Cent Sales Tax projections

= Net $34.4 million due to updated Lottery proceeds projections
($450M/yr.)

= $9.9 million due to updated Composite Index of Local Ability-to-Pay
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Technical Re-benchmarking
(continued) e

|
— ...And Decreases
= $151.4 million due to slower enrollment growth than initially
projected

= $58.8 million due to lower retirement employer contribution rates -
9.35% for VRS - than those approved by the VRS Board

« Amortization period of 24 years; investment return of 8 percent

= $41.8 million in Incentive & Categorical programs, primarily due to
the dedication of $33.8 million for VPI Pre-K expansion costs
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Teacher Salary Increase 17

e Across-the-board Salary Increase: Adds $132.4
million GF in FY 2010 for the state’s share of a 3.5
percent salary increase for SOQ-funded teachers and
other instructional positions (3.0 percent for SOQ-funded
support positions).

— Effective July 1, 20009.

— While a local match is required to access the state
funds, participation by localities is not mandated.
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Other Teacher Recruitment & Retention

e Virginia Teaching Scholarship Program: Reduces new funding of $150,000
GF each year for scholarships of $3,720 for candidates pursuing careers in
critical shortage areas.

¢ Career Switcher Mentoring: Adds $100,000 GF each year for mentoring of
new teachers entering the profession through the alternative route to licensure.

¢ Teacher Licensure: Adds $392,350 NGF to process license denial,
suspension, and revocation from a 15% increase in current fee schedule.
— Current fee for initial license is $50 in-state, $75 out-of-state; $25 renewal

« National Board Certified Teachers’ Awards: Adds $926,625 GF each year for
a total allocation of $3.5 million each year.

— Based on Pre-December estimates for FY 2009; does not fund likely growth
in FY 2010.
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Literary Fund 19

* Part of SOQ Teacher Retirement Costs: $171.1 million in FY 09;
$91.1 million in FY 10
— Utilizes timing of expected Fund balances to allow replacement of
$30.0 million GF with Literary Fund proceeds.

¢ $55.0 GF reduction (compared to Ch. 847) in FY 09; $25.0
million GF increase in FY 10

» Technology Equip. Debt Service: $64.6M in FY 09; $65.4M in
FY 10

» School Construction: $24.2 million for payments for prior
encumbrances in FY 09; $24.6 million in FY 10

— $62.5M in direct school construction loans and interest rate subsidy
payments on the First Priority Waiting List to be released in FY 08

— $45.0M to be released in FY 09; $37.5M to be released in FY 10
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Virginia Pre-Kindergarten Initiative (VPI)
for At-Risk Four-Year-Olds 20

e Adds $15.1 million GF each year and $14.9 million NGF (from TANF funds)
the second year.

— Based on a total VPI appropriation of $68.2 million in FY 2009 and $83.0
million in FY 2010, the number of students served could increase by 6,136
from 13,125 in FY 2008 to 19,261 by FY 2010

e Proposed program changes:
— Per pupil funding between $5,700 and $6,790
— Minimum state share of 50% (by capping composite index at 0.5000)
— Free-and-reduced lunch as at-risk criteria
— Minimum of one classroom (9 slots) per school division

— “Initial Allocations” based on participation factors of 55% the first year and
66% the second year

= New provisions regarding the allocation of any program balances or
shortfalls

— Charitable or business contributions may count towards the local match

— At least 10 percent of new additional slots must be available for public-
private partnerships
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Pre-Kindergarten Access and Quality

(& in millions) FY 2009 | EY 2010| Total

Uses

Direct Aid — VPI Pre-K program $15.1 $29.9| $45.0

DOE - 3.0 FTE for evaluation/administration 0.3 0.3 0.7

DSS — Quality Ratings System, professional

development, VA Early Childhood Foundation 2.8 7.8 10.7
$18.2 $38.1| $56.3

Sources

Re-benchmarking* $16.3 $175| $33.8

New GF Dollars $1.9 $5.8 $7.7

NGF — TANF Dollars $0.0 $14.9| $14.9

$18.2 $38.1| $56.3

* From re-benchmarking increase to fully fund current VPI w/o up-front capture of assumed non-participation savings.
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Data Coordinators
in Lower Performing Schools

22

« Language: Requires school divisions to use At-Risk Add-On funding
that is above the FY 2008 levels (+$7.5 million in FY 2009 and +$7.1
million in FY 2010) for data coordinators in schools that have not met
adequate yearly progress (AYP) or that are not accredited.

— The State Board of Education’s 2007 package of proposed SOQ
revisions included the requirement of one data manager/test
coordinator per 1,000 students statewide at an estimated cost of
$42 million in FY 2009.

* New GF Dollars for Data Coordinators in Lower Performing High
Schools: Adds $2.1 million GF the second year for data coordinators
in high schools that have not met adequate yearly progress (AYP) or are
not accredited.

— Currently applies to 54 high schools.
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Virginia School for the Deaf, Blind,
& Multi-Disabled “

+ Continues consolidation of the state-operated residential program at
Staunton and transition to a local regional day program in the Hampton
Roads area.

— Current enrollment: 122 students at Staunton; 41 students at
Hampton (14 would attend the consolidated program, 18 would attend
a day program in Hampton Roads, 3 would attend their home school
division, and 4 will age-out).
— Proposes a net operating budget decrease of $2.7M GF and 75
state FTE positions by FY 10, for total of $11.0M GF and 196 FTE
= Transfers 53 of 128 state FTE positions to Staunton; adds funding
for additional operating costs (utilities, food, transportation,
technology).
= Retains $3.6M in FY 09 for transition costs of the Hampton school.
— Capital
= Adds $50,000 GF in FY 08 for accessibility at Staunton; Adds $2.5
million GF in FY 09 for roofs, to remove lead paint, and for other
safety hazards at Staunton.
= No proposed funding for comprehensive renovations/replacement.

* Prior planning appropriations: FY 07 = $2.5M; FY 08 = $3.5M

SENATE FINANCE COMMITTEE

Public Education
Overview of SB 29: “Caboose” Budget for FY 2008

24

* October 2007 Reductions: Direct Aid essentially exempt
— $8.8 million in one-time Literary Fund revenue supplants GF.

+ Technical Adjustments: Other proposed amendments to Direct Aid
result in a net decrease of $54.5 million GF compared to Ch. 847.
— Slower growth in ADM, sales tax, lower participation than budgeted.

— Reserves $1.7 million for 2" round of Pre-K (VPI) start-
up/expansion grants.

e Lottery: Additional proceeds for FY 07 (actual) and FY 08 (projected)
totaling $76.4 million to support state’s share of SOQ Basic Aid costs.
— Typically, about 60 percent supports Basic Aid costs, while the
remainder is distributed to localities on the basis of enroliment and
composite index.

* National Board Certified Teachers’ Awards: Adds $404,125 GF to
fully fund 14% shortfall based on the actual number of teachers eligible.

— Final Fall 2007: 220 initial $5,000 awards; 734 continuing $2,500
awards.
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Other Education

. 25
Overview
October 2007 Reductions FY 2008 2008-10 Biennium
Library of Virginia (LOV) — ($1,244,481) » Continues most Oct. 2007 reductions.
state aid for libraries; book ¢ VMFA - $2.7 million GF and $1.4 million
purchases; Find It databases NGF for additional staff and program
support for expanded gallery space.
Jamestown-Yorktown (410,040) | . jYyF — $85,000 GF each year for O&M
Foundation (JYF) for expanded gallery space.
VA Museum of Fine Arts (363,735) « LOV -$100,000 GF the second year for
(VMFA) the Fairfax Library System.
VA Commission for the Arts (191,220) )
Science M fVA 165,014y CF Copial
Sy eame (165.014) [, 47 .0 million for VMFA, JYF, SMV, FCM,
( ) and JYF projects
Frontier Culture Museum (51,612)
(FCM) GO Bond Package
Gunston Hall (22,068) ¢ $23.6 million for SMV and FCM projects
Jamestown 2007 (20,272)

SENATE FINANCE COMMITTEE

Grants to Non-State Agencies

Overview 2

+ FY 2008 = $25.5 million

— Proposes reducing funding by $1.2 million GF as a result of the
Governor's October 2007 reduction actions.

= Applied a 5 percent reduction across-the-board to the $26.7
million GF total grants awarded -- all grantees were requested
to return the funding if it had already been provided. As of
December 18, 2007, all but $62,000 had been returned.

* FY 2009 = $0
— Proposes no allocations.

* FY 2010 = $5.8 million
— Proposes specific allocations of grants to 36 organizations.
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Higher Education

SENATE FINANCE COMMITTEE

Higher Education

Overview of SB 29: “Caboose” Budget for FY 2008
| —— |

28

* Reductions in the 2006-08 biennium:

— Reductions for public colleges and universities in SB 29
ranged from about 5.0 percent (for institutions below 100
percent of base adequacy guidelines) to 6.25 percent (for
Level Il institutions and institutions at or above 100
percent of the guidelines) for a GF savings of $81.9
million.

— Reductions at higher education affiliated agencies
amounted to a GF savings of almost $5.0 million, from a
series of reductions (includes reducing personnel and
discretionary expenditures).
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Higher Education
Overview of SB 30: 2008-10 Biennial Budget *

» The Governor’s proposed amendments to the adjusted base budget
for the 2008-10 biennium (SB 30) result in a net increase of $117.2
million GF.

— $83.8 million GF of this increase or over 70 percent is provided
in three areas: funding for base adequacy, undergraduate
student financial aid, and higher education research initiatives.

e The adjusted base budget reduces colleges and universities by
$161.8 million GF over the 2008-10 biennium (continued
reductions from October) and affiliated higher education agencies by
$9.5 million GF over the 2008-10 biennium.

SENATE FINANCE COMMITTEE

Summary of Proposed Amendments %0

Major GF Increases and Decreases for the 2008-10 Biennium
($ in millions)

Increases:

Base Adequacy $44.3
Continuation of Research at Colleges and Universities 25.5
Higher Education Research Initiative 21.3
Undergraduate Student Financial Aid 18.2
Various Program Enhancements 8.4
Subtotal $117.7
Decreases:

SCHEV — Reduce Eminent Scholars Program (0.5)
Total $117.2
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Base Adequacy

The Governor’s introduced budget
provides an additional $44.3 million GF
for the 2008-10 biennium for base
adequacy.

— Institutions below 95% of the funding
guidelines (as calculated by DPB)
receive funding to move half the
distance to 95%.

— Institutions above 95% receive a 1%
increase.

Prior to this additional funding, higher
education institutions had reached on
average 96% of the base adequacy
funding guidelines.

— With this funding, the institutions are
estimated to be above 97%.

2008-2010 GF $ Increase

CNU $689,694
CWM 1,118,104
GMU 3,659,490
JMU 1,957,124
LU 760,228
UumMw 599,428
NSU 629,990
ODU 3,126,406
RU 1,256,112
RBC 107,126
UVA 3,811,322
UVA-Wise 263,870
VCU 9,696,668
VCCS 8,812,298
VMI 171,342
VSU 506,178
VT 7,117332
Total $44,282,712

SENATE FINANCE COMMITTEE

Undergraduate Student Financial Aid

Includes $18.2 million GF for need-
based undergraduate student financial
assistance for in-state students.

— Partnership model.

— Provided to help address tuition and
fee increases.

State Council of Higher Education for
Virginia (SCHEV) recommended $102.1
million GF for undergraduate financial
aid.
— This was with a four-year phase in
for full funding under the partnership
model.

2008-2010 GF $ Increase

CNU $322,828
CWM 148,118
GMU 2,032,220
JMU 752,538
LU 362,260
UMW 185,248
NSU 745,392
ODU 2,165,638
RU 949,076
RBC 31,076
UVA 140,188
UVA-Wise 237,968
VCU 3,054,340
VCCS 5,188,922
VMI 9,988
VSU 1,074,146
VT 816,536
Total $18,216,482

SENATE FINANCE COMMITTEE
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Higher Education Research

33

Includes $25.5 million GF over the Research at Institutions
biennium to continue research initiatives ($ in millions)
at higher education institutions (table to Institution | EY 2009 | EY 2010
the right).

CWM $0.2 $0
The Governor recommenqed funding of GMU 3.0 0
$21.3 million GF for the higher
education research initiative (table OobuU 4.0 0
below). UVA 5.7 0
($ in millions) VCU 3.1 0
Program FY 09 | FY 10 | Total VCCS 02 02
CTRF $2.0 $8.5| $10.5 VT 75 0
Jefferson Lab 1.0 6.5 75 i
VCERC 15| 08| 23 EVMS 15 0
Hampton 0.0 1.0 1.0 Total $25.3 $0.2
Total $4.5| $16.8| $21.3

SENATE FINANCE COMMITTEE

Various Program Enhancements

34

Agency Program FY 2009 FY 2010
EVMS Operating Support $310,460 | $310,460
NCI Program Expansion 500,000 500,000
IALR Research Program Support 650,025 650,025
RHEC Operating Support 70,000 70,000
SCHEV VA Women’s Institute for Leadership 24,913 24,913
SVHEC Operating Support 449,000 449,000

Workforce Needs 50,000 10,000
VIMS Operating Support 175,000 175,000
VCU Southwest Virginia Dental Clinic 100,000 0

Autism Research 0 150,000
VCCS Career Coaches and Middle College 1,848,273 | 1,848,273
Total $4,177,671 | $4,187,671
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Other Initiatives

35

« Higher Education Equipment Trust Fund (HEETF).

— Funds equipment at institutions in the amount of $115.8 million for the
biennium.

= $12.9 million GF under the Treasury Board for debt service on

equipment purchased through the program for individual higher
education institutions.

— Funds equipment in the amount of $30.0 million for the biennium.
= $3.4 million GF under the Treasury Board for debt service for
equipment to be purchased through the program and to be allocated
by the Commonwealth Technology Research Grant Allocation
Committee on a competitive basis.
« Two-Year College Transfer Grant
— $3.6 million GF for the biennium.

= The first grants are scheduled to be provided in the fall of 2009.

SENATE FINANCE COMMITTEE
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Health and Human Resources
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Overview of HHR .

» The Governor’s proposed amendments in Health and
Human Resources reflect a net increase of $585 million
GF or 7.2 percent compared to the 2006-08 budget.

* Excluding base adjustments, almost 83 percent of new
general fund spending in HHR is for mandated state and
federal programs including Medicaid, CSA, foster care
and adoption services as well as child support activities.

SENATE FINANCE COMMITTEE

Summary of Proposed Spending

Major GF Increases for the 2008-10 Biennium
($ in millions)
Federal and State Mandated Services $567.5
Mental Health Initiative 41.6
Child Welfare Services 25.8
Health Care Reform 21.3
Improve Agency Operations and Services 10.7
Pre-K Expansion 10.6
Other Service Expansions 9.0
Total $686.6
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Federal and State Mandated Services

||
e $567.5 million is proposed for mandated services:

— $371.2 million to fully fund anticipated growth in the
Medicaid and FAMIS programs;
= Medicaid enrollment among the elderly and disabled is

slightly higher while children and families has slowed
considerably.

= Rising costs can be attributed to managed care payments,
nursing homes, inpatient hospital services and home- and
community-based waiver services.

= Policy decisions related to community-based waivers and
provider rates have also added to spending growth.

SENATE FINANCE COMMITTEE

Federal and State Mandated Services

(continued)
| —— |

— $169.1 million for increasing foster care caseloads
and treatment costs; and

40

= Expenditures in the Comprehensive Services Act grew
significantly in FY 2007 and are expected to continue through
the biennium ($158.5 million).

= Factors driving spending include higher caseloads (e.g.,
compliance with state law on custody relinquishment) and
increased intensity of services as well as spending on
restrictive placements such as residential care and special
education private day placement services.
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Federal and State Mandated Services

(continued)
||

41

— $27.2 million to offset reductions in federal funding for local
Departments of Social Services and child support
enforcement activities.

= $23.9 million GF is necessary to offset lost federal revenue to
the Department of Social Services for child welfare services,
and

= $3.3 million GF is required to replace federal matching funds
that were eliminated by the 2005 Federal Deficit Reduction
Act.

SENATE FINANCE COMMITTEE

Mental Health Initiative 42

* $41.6 million GF is requested to address gaps in mental health
services:

— $27.9 million to enhance community-based mental health
services such as outpatient therapy ($4.5 million), case
management ($8.8 million) and emergency services ($14.6
million) provided by community services boards;

— $5.8 million to build up outpatient mental health services for
children; and

— $6.0 million to expand services designed to divert individuals
with mental iliness from jails and prisons.
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Child Welfare Services 43

» $25.8 million GF to strengthen community-based foster care and
adoption services:

— Improve the recruitment and retention of foster care and adoptive
families by increasing reimbursement rates ($12.2 million) and
expanding training activities ($6.9 million); and

— Improve the training provided to foster care workers ($4.4
million) and increase the interaction between child welfare staff
and foster and adoptive families ($2.0 million).

» Savings of $12.5 million GF reflecting higher reimbursements for
community-based care and lower reimbursements for residential
treatment.

SENATE FINANCE COMMITTEE

Health Care Reform »

| —— |
» $21.3 million to improve access to health care services:

— Expand services provided by free clinics ($3.4 million) and
community health centers ($3.6 million); and expand the
safety net through additional grants from the Virginia
Health Care Foundation ($3.0 million).

— Create the VirginiaShare Health Insurance Program ($7.8
million);
= Subsidize insurance costs for small business employees; and

= Enrollment approximately 5,000 individuals with income less
than 200 percent of the federal poverty.

— Expand prenatal care for 400 low-income pregnant women
through the FAMIS Mom'’s program ($2.6 million).
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Summary of Proposed Savings "

Major GF Savings for the 2008-10 Biennium - ($ in millions)
Adjust Payments to Medicaid Managed Care Organizations | $120.2
Maximize Federal Revenues 25.6
Medicaid Savings Initiatives 20.5
Additional Revenue to the Virginia Health Care Fund 18.4
Reduce Reliance Upon Residential Services in CSA 12.5
All Other Savings Proposals 47.7
Total $244.6

SENATE FINANCE COMMITTEE

Summary of HHR Caboose Bill Items "

Major GF Spending and Saving Initiatives for the
2006-08 Biennium - ($ in millions)
CSA Caseload and Costs $54.3
Offset Loss of Federal Revenues for Child Welfare Services 3.9
FAMIS and S-CHIP Enrollment and Costs 2.2
Lower Payments to Managed Care Organizations ($49.7)
Increased Revenues to the Virginia Health Care Fund (13.3)
Net Increase (Decrease) ($3.8)

SENATE FINANCE COMMITTEE
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Public Safety

SENATE FINANCE COMMITTEE

Overview of Public Safety "

e The Governor’s proposed budget for the 2008-10 biennium
provides a net increase of $37.6 million GF (a 1.0 percent
increase) compared to the adjusted base budget. This takes
into account the continuation of the October 2007 reductions.

< Highlights include:

— Additional funds for inmate health care ($23.8 million GF).
— Expansion of prisoner re-entry programs ($3.8 million GF).
— Continuation of planning for new correctional facilities.

— Expenditure of $20.8 million NGF from Oxycontin settlement.
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Prisoner Re-entry w

» The proposed budget adds $3.8 million GF and 26 new
positions for the Department of Corrections (DOC) to
continue to expand the inter-agency prisoner re-entry
initiative:

— Technical violator center ($0.4 million, 4 FTE)
= Includes language to authorize judges to commit offenders to this
_ program for up to 12 months, rather than revoking their probation.
— Three prison transition centers ($1.4 million, 12 FTE)

— Transitional probation officers ($2.0 million, 10 FTE)

= Includes language to expend part of these funds on services for
offenders, including temporary housing, treatment, and medications.

SENATE FINANCE COMMITTEE

Prisoner Re-entry (language) 50

» Language is included authorizing direct placement of technical
probation violators by state probation officers into DOC-operated
detention and diversion centers:

— Under current law, placement of offenders in state-operated correctional
facilities is a judicial decision.

« Language is included authorizing a pilot “therapeutic incarceration
program” to provide at least 18 months of drug or alcohol treatment
in prison, and then release, for offenders for whom the sentencing
guidelines would call for incarceration of three years or more.
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Out-of-State Prisoners o

» The Governor’'s October 2007 budget reductions included cuts in
DOC of $4.0 million in FY 2008 (SB 29), and $19.2 million in each
year of the 2008-10 biennium (SB 30), to be offset with revenues
from contracting to hold federal or other out-of-state inmates.

— The budget reduction plan assumes up to 500 non-state inmates in FY
2008 and up to 1,000 in FY 2009 and 2010.

— Language authorizes DOC to expand that number.

» To date, DOC has been unable to complete an expected contract
with federal Immigration and Customs Enforcement (ICE), so DOC
is exploring possible contracts with other states.

— If these nongeneral funds are not received, other budget reductions in
DOC will become necessary in the current fiscal year.

SENATE FINANCE COMMITTEE

New Correctional Facilities 52

|
» Language included in the introduced budget assumes planning
under PPEA for a new facility in Charlotte County will continue.
— The $1.2 million GF added in the 2007 session for site acquisition was
removed in the October 2007 budget cuts.

— DOC has received the PPEA (Phase | conceptual) proposal from GEO
Corporation to build and operate this facility.

» Language is included directing DOC to conduct an internal
engineering study comparing costs and benefits of renovating
versus replacing Powhatan Correctional Center.

— Upon completion of this study, the next facility would be an expansion at
Powhatan, either through renovation or replacement.
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House Bill 599 5

* No additional funding (above the reduced base) for FY 2009 or
2010 for state aid to localities with police departments (HB 599
of 1979).

— Actual funding for FY 2007 was $206.3 million.

— The FY 2008 appropriation of $215.8 million was cut 5% (to $205.0
million) in the Governor’s October 2007 reductions.

— The proposed budget freezes the funding at the $205.0 million level
for each year of the 2008-10 biennium.

SENATE FINANCE COMMITTEE

Oxycontin Settlement "

» The proposed budget provides $20.8 million NGF for the
Department of State Police from the Asset Forfeiture portion of last
year's Oxycontin Settlement with Perdue Pharma L.P. and
associated companies.

— Central Criminal Databases ($2.2 million)

— Criminal History System ($5.7 million)

— Incident-based Reporting System ($1.2 million)

— Additional STARS equipment ($2.2 million beyond original contract)
— Computer Forensic Laboratory ($1.0 million for equipment)

— Virginia Intelligence Management System ($8.5 million)

SENATE FINANCE COMMITTEE




Other State Police Amendments .

Provides $2.2 million GF for 10 troopers for highway patrol.

» Frees up to 25 troopers by reducing random inspections of locations
that perform motor vehicle safety inspections.

— Arelated proposal increases the driver’s license fee while reducing the
frequency of safety inspections to once every two years.

» Authorizes replacement of two Medevac helicopters.

» Authorizes 16 positions and NGF from the Metropolitan Washington
Airports Authority to provide highway patrol on Dulles access road.

» Adds $2.7 million GF (the first year only) for gasoline cost increase.

SENATE FINANCE COMMITTEE
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Economic Development
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Overview of Economic Development .

e Caboose Bill (SB 29) amendments for Commerce
and Trade agencies include $3.9 million in general
fund reductions.

* There is a proposed increase of $1.5 million in
Governor’s Opportunity Funds.

SENATE FINANCE COMMITTEE

Summary of Proposed Savings "

Major GF Reductions from October 2007
continued through the 2008-10 Biennium
Agency Amount
(in millions)
Department of Business Assistance $1.3
Department of Housing and Community Development $1.9
Virginia Economic Development Partnership $1.8
Virginia Tourism Authority $3.9
Total $8.9
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Workforce and Employment Services

* Proposes the transfer of the Workforce Investment Act
(WIA) and Workforce Innovation in Regional Economic
Development (WIRED) programs from the Virginia
Employment Commission to the Virginia Community
College System.

— Total transfer is $98.0 million NGF and 38 FTE.
» Reductions in federal funding to VEC for unemployment

services result in the elimination of $19.2 million NGF
and 243 positions.

— 157 layoffs and 86 unfilled vacancies.
— No closings of existing VEC offices.

SENATE FINANCE COMMITTEE

Housing and Community Services

» Mortgage Counseling Assistance Program

— Provides $750,000 GF in SB 29 and $200,000 GF in FY 2009
for programs specializing in foreclosure prevention, loss
mitigation, and consumer protection.

» Fort Monroe Federal Area Development Authority

— Provides $922,000 GF in FY 2009 to the Authority for
developing a reuse plan for Fort Monroe.

— 2007 legislation allows for the Authority to receive conveyance
of Fort Monroe from the federal government.
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Rural Development o1

||
» Eastern Shore Broad Band Project

— Proposes $1.0 million GF in the biennium. The General
Assembly has appropriated a total of $3.0 million for the
project since 2006.

— The project will bring fiber optic cable to the Eastern
Shore, including the Wallops NASA facility and the
Wallops Island Research Park.

— The project will extend Mid-Atlantic Broadband'’s existing
fiber optic backbone from Emporia through south Hampton
Roads to the Eastern Shore.

SENATE FINANCE COMMITTEE

Summary of Proposed

Economic Development Incentives
| —— |
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Major GF Increases for the 2008-10 Biennium - ($ in millions)
Agency Service Amount

Secretary of Semiconductor Performance $24.3

Commerce and Trade | Grants

Secretary of Accelerated Semiconductor $13.8

Commerce and Trade | Performance Grant Payments

Secretary of Governor’s Opportunity Fund $15.1

Commerce and Trade

Central Appropriations | Aerospace Manufacturing $10.7

(Rolls-Royce)

Central Appropriations | I-81 Research Entity (SRI) $7.0

Secretary of Virginia Investment Partnership $3.6

Commerce and Trade
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Semiconductor Manufacturing

Performance Grants
I —

* Includes $24.3 million in statutorily required payments for
incentive semiconductor manufacturing incentive
programs established in 1997.

— Provides $3.7 million to Micron to complete obligations.
— Provides $20.6 million to Quimonda in current obligations.
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* Proposed amounts include $13.8 million in accelerated
payments to Quimonda.
— Performance targets have been achieved.
— Accelerated payment requested by company.
— Payments not scheduled until FY 2010-12 biennium.

SENATE FINANCE COMMITTEE

Governor’s Opportunity Fund o

* Proposes $1.5 million GF in supplemental
appropriations in the Caboose Bill (SB 29) and $15.1
GF million in the first year of the biennium.

* The Fund is the state’s primary incentive program for
attracting jobs and investments:

— $169.1 million in appropriations and interest since
1993,

— 392 grants awarded,
— $15 billion in private investment, and
— 94,000 jobs created.
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Rolls-Royce 65

I
» Total proposed funding for this initiative in the 2008-10
biennium is $27.0 million.

— $8.6 million GF to establish programs and positions at the
University of Virginia and Virginia Tech related to aerospace
engineering and advanced manufacturing.

— $10.0 million in the Transportation Opportunity Fund.
— $6.0 million in the Governor’s Opportunity Fund.

— $1.4 million in personnel training grants.

— $600,000 in Project Executive.

» These incentives are part of a larger 20-year incentive
package of more than $108.0 million.

SENATE FINANCE COMMITTEE

SRI 6

» Since 2006, the General Assembly has appropriated
$15.0 million to induce this non-profit research institution
to locate in Virginia.

» The proposed payments of $7.0 million will bring total
incentive payments for SRI to $22.0 million.

* SRI's value to the Commonwealth would be in the new
research dollars brought into the state through federal
grants and private investment dollars.
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Tourism Promotion o

* Proposes a dedicated $2.5 million NGF in each year to
fund tourism promotion activities in Virginia through a
continuation of the $1.00 fee assessed on vehicle
licenses.

* Proposes $200,000 GF in each year for the Governor’'s
Motion Picture Opportunity Fund.

SENATE FINANCE COMMITTEE
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Transportation
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Transportation

“Caboose” Bill Amendments
| |

* Amendments to SB 29 increase funds for Transportation
Agencies by $361.6 million NGF in FY 2008.

— Of this amount, $325.5 million is in Department of Transportation.
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Fund Source ($in millions) FY 2008
Revenues generated by HB 3202 (2007) $112.6
Bond proceeds from HB 3202 $78.1
Prior year balances $57.4
Increased local construction participation $35.0
Revised Federal revenue estimates $20.9
Misc. (interest, tolls and other revenue) $24.0

SENATE FINANCE COMMITTEE

Transportation
“Caboose” Bill Amendments

70

* Net increases for the Department of Rail and
Public Transportation total $35.8 million.

Fund Source ($in millions) FY 2008
Revenues generated by HB 3202 (2007) $24.1
Revised Federal and State revenues estimates $8.2
Interest Earnings $4.7
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Overview of Transportation
2008-2010 &

* Provides $9.8 billion for Transportation agencies.
— $9.6 billion NGF and $261.9 million GF.

* Includes $300.0 million NGF each year in bond proceeds for
highway construction as authorized by HB 3202.

* Major NGF increases from HB 3202 (2007) revenue sources.

Fund Sources Agency | FY 2008-10
($in millions)
Vehicle registration, diesel fuel, abusive VDOT $399.5
driver and overweight vehicle fees
One-third of insurance premiums VDOT $281.1
Recordation tax dedicated to Mass Transit | DRPT $61.5
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General Funds for Transportation
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* GF spending in SB 30 totals $261.9 million.

— $180.0 million GF in the second year, which was part of the
$500.0 million GF 2007 Transportation Initiative.

= These funds are reverted as a balance from FY 2008, “cash
flowed” through FY 2009 and are then reappropriated in FY

2010 for the same projects as originally approved in Chapter
847.

— Continues to provide $40.0 million each year to the Route 58
Corridor Development Fund from recordation taxes.
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Department of Transportation 7

Increases VDOT's NGF appropriation related to HB 3202 (2007).

$in m_iIIions)

Service Area FY 2009 | FY 2010| Total
Primary Construction $70.8 $72.9| $143.7
Secondary Construction $53.1 $54.7 | $107.8
Urban Construction $53.1 $54.7 | $107.8
Interstate Maintenance $4.3 $4.4 $8.7
Primary Maintenance $7.4 $7.4| $14.8
Secondary Maintenance $4.9 $4.9 $9.8
Transportation Services $1.8 $1.8 $3.6
Management & Direction $1.7 $1.7 $3.4
Total $197.0| $202.5| $399.5
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Department of Transportation
(continued)
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$137.0 million NGF the first year and $144.1 million NGF
the second year from transfer of one-third of the
insurance premium tax revenues to the Transportation
Trust Fund.

— Used for debt service on Federal Highway Reimbursement
Anticipation Notes (FRANS).

$227.1 million NGF each year from bond proceeds
authorized by HB 3202 (2007).

— Used to match federal construction funds.

$32.5 million NGF the first year and $30.4 NGF the
second year in prior year balances for highway
construction.
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Department of Rail and Public
Transportation (DRPT) ”

* Amendments for DRPT provide a net increase of $125.8
million NGF the first year and $135.4 million NGF the
second year.

— $42.7 million NGF the first year and $44.9 million NGF the
second year from the portion of the recordation tax
transferred to the Mass Transit Fund by HB 3202.

— $60.0 million NGF for transit projects and $12.9 million
NGF for rail projects each year from bond proceeds
authorized by HB 3202.

SENATE FINANCE COMMITTEE

Department of Motor Vehicles (DMV)

» Actions proposed for DMV generate revenue to address
a projected $32.3 million biennial shortfall.

— $10 increase on issuance/renewal of a driver’s license and $5 for
a duplicate/replacement.

= Generates $28.7 million NGF for the biennium.
= Companion legislation introduced (SB 512).

— Extends sunset on the $1 “Jamestown 400" fee.
= Provides $7.0 million to DMV for the biennium.
= $5.0 million to Tourism
= $0.8 million for Land Conservation.

— Authorizes DMV to retain one-half of one percent of the
revenues from the sales and use tax on automobiles.
= Projected to generate nearly $6.0 million for the biennium.
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DMV Structural Actions -

e Merges Motor Vehicle Dealer Board into DMV.

— Transfers $2.2 million NGF each year and 22 FTE positions to
DMV.

» Merges Board of Towing and Recovery Operations into DMV.
— Transfers $353,761 NGF each year and 3 FTE positions to DMV.

» Establishes appropriation for regional authority cost recovery.

— Provides $3.3 million NGF each year to cover DMV costs
associated with HB 3202 revenue collection/distribution costs.

= $1.9 million from NVTA and $1.4 million from HRTA.
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Virginia Port Authority 2%

* SB 29 authorizes an additional $93.0 million in terminal
revenue bonds for reconstruction and expansion of Norfolk
International Terminal and Portsmouth Marine Terminal.

— SB 29 provides $250,000 NGF in FY 2008 and SB 30 provides
$6.2 million NGF each year for debt service for these bonds.

» A Capital amendment authorizes Commonwealth Revenue
Bonds of up to $155.0 million in the second year for the
proposed Craney Island Marine Terminal.

— $11.3 million NGF is provided in the second year for debt
service.

» $9.5 million NGF each year and language authorizing VPA to
issue short term debt, not to exceed $200.0 million at any one
time, for interim financing for capital projects.
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Natural Resources

SENATE FINANCE COMMITTEE

Overview of Natural Resources 0

* Amendments provide a net decrease in biennial
general fund support for the Natural Resources
agencies of $31.9 million. Thisis a 11.7% decrease
over the 2006-2008 biennium.

— New general fund spending of $19.7 million is offset by
a total of $51.6 million in reductions.

* Nongeneral Fund spending is increased by $19.0
million.

— $14.0 million of this increase is from Water Quality
Improvement Fund interest and reserve funds.
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Natural Resources Increases

Summary of Proposed General Fund
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Major GF Increases for the 2008-10 Biennium
($in millions)

Agency Service Amount
DEQ | Combined Sewer Overflow Projects $6.0
DCR | Agricultural Best Management Practices $6.0
DCR | Dam Safety Grants $2.0
DCR | VA Outdoors Foundation Support $1.9
DCR | State Parks Operations $1.5
DEQ | Water Facilities Revolving Fund $1.2

SENATE FINANCE COMMITTEE

Summary of Proposed General Fund

Natural Resources Decreases
| |
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Major GF Decreases for the 2008-10 Biennium
($in millions)

Agency Service Amount
DEQ Point Source WQIF (base adjustment) $40.0
DEQ Continue October '07 Reductions $4.4
DCR Continue October '07 Reductions $3.0
MRC | Continue October '07 Reductions $1.5
DCR Eliminate Funds for State Park Dam Repairs $1.3
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Water Quality Improvement Fund
(WQIF) N

* Due to the general fund revenue shortfall in FY 2007
there is no statutorily required deposit to the WQIF.

e There are no additional funds in DEQ for Point Source
WQIF projects.

» The introduced budget provides a total of $20.0 million in
DCR for Non-point Source agricultural best management
projects.

— $6.0 million in general funds.
— $14.0 million in nongeneral funds.

= $9.0 million from interest from the DEQ WQIF Point Source
Program.

= $5.0 million from the WQIF Reserve Fund established by the
General Assembly in 2004.
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Other Water Quality Initiatives "

¢ Combined Sewer Overflow-$3.0 million GF each year
to be split evenly between the Cities of Lynchburg and
Richmond to match federal and local funds for projects
to reduce pollution flowing into the James River.

» Water Facilities Revolving Loan Fund-$1.2 million GF
the first year to match a total of $3.6 million in federal
funds to provide low interest loans for wastewater
treatment plant improvements.

e Stormwater Management Program-$0.7 million NGF
each year from program fees and 10 FTE.
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Land Conservation o

* $50.0 million in VPBA bond proceeds for preservation
of open space and historic resources:
— Outright acquisition of properties or purchase of easements
held by public bodies.
» $3.0 million each year for state matching funds for local
purchase of development rights program through the
Department of Agriculture and Consumer Services.

* $950,000 GF each year for the VOF to provide
assistance to landowners placing property under
conservation easements.

SENATE FINANCE COMMITTEE

Dam Safety 66

* $20.0 million in VPBA bond proceeds for upgrades and
repairs of DCR and Soil & Water Conservation District
owned dams to meet current dam safety standards.

* An additional $1.0 million GF each year (on top of the
base appropriation of $350,000) for grants for locally
owned dams and loans for privately owned dams.

» 2 additional FTE positions for the dam safety program
supported by existing funds.
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General Government

SENATE FINANCE COMMITTEE

Overview of the Judicial Branch o8

¢ Criminal Fund cost increases.

— $15 million in SB 29; $10 million each year in FY 2009,
2010.

* Magistrate system improvements.
— $7.9 million and 46 positions over two years.
— Increased staffing, training, oversight and videoconferencing.

» Additional funds for attorney fees in juvenile cases.

— $1.0 million each year to expand waivers as approved in
2007, for attorneys representing juveniles in cases where the
charge would be a felony if committed by an adult.
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Compensation Board Changes "

Major GF Increases for the 2008-10 Biennium - ($ in millions)
Per Diem Payments to Local and Regional Jails $29.7
Staff New Jails 20.5
Sheriffs' Deputies Retirement 6.0
Other Increases 0.8
Total Increases $57.0
Major GF Decreases for the 2008-10 Biennium - ($in millions)
Vacancy Savings (2.6)
Constitutional Officers' Insurance (3.2)
Retiree Health Care Credit Premiums (0.8)
Remove Exemption from Federal Overhead Recoveries (5.6)
Compensation Board Staff Reductions (0.4)
Net GF Decrease ($12.6)
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Debt Service Increases %

GF Debt Service for the 2008-10 Biennium - ($ in millions)
Debt Service on 2008 Capital Program (VPBA, VCBA & GOB) $139.4
Debt Service on Previously Authorized Projects $42.4
Lease Payments on Higher Education Equipment Trust Fund $12.9
Lease Payments on HEETF Expansion for Research $3.4
Total Debt Service Increase $198.1
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Other Finance Changes o1

Other GF Finance Changes for the 2008-10 Biennium ($ in millions)
“Rainy Day” Fund Deposits $21.3
Line of Duty Act "Other Post-Employment Benefits" 3.9
Other Increases 14
Total Increases $26.6
Major GF Decreases for the 2008-10 Biennium - ($ in millions)
Limit Wine Tax Distribution to Towns (8.1)
Limit ABC Profit Distribution to Towns (7.8)
Total ($15.9)
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Overview of Office of Technology .

* There are no proposed FY08 budget amendments
within the Office of Technology, however an
additional $9.6 million GF is included in Central
Accounts to address VITA rates and unattainable
savings.

— $4.9 million GF of this increase is to offset previously
budgeted savings from implementation of VITA.

— $4.7 million GF of this increase is for additional agency
costs related to changes in VITA's rate structure.
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Overview of Office of Technology

» Proposed FY2008-10 budget includes an additional $32.4 million
GF in technology related expenditures:

— $9.5 million each year in additional agency costs for VITA rates.
— $4.9 million each year to eliminate assumed VITA savings.

— $3.6 million in the biennium for productivity enhancement and
economic development activities.

e Transfer E-911 grant program from VITA to VDEM.

— Provides grants to local governments for electronic 911 services
from taxes levied on cell phone billings.

— $6.3 million NGF in each year.

» Transfer procurement responsibility from VITA to DGS.
— $2.0 million NGF in each year.
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Enterprise Applications o

* Program to replace existing accounting systems with a
single financial application.

— The General Assembly has appropriated $11 million for
this program since 2006.

— System requirements and draft RFP.

* Proposed budget reduces General Fund appropriations
to $1.1 million in each year and increases available line
of credit by $10 million.

* Repayment based on enhanced TAX collections.
— Estimated $71 million over 7 years.

— Assumed increase in collections has not been approved by
the PPEA Advisory Committee.
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Summary of Proposed Compensation
and Benefit Changes
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(% in millions)

Major GF Compensation and Benefit Changes for the 2008-10 Biennium

Compensation Actions
FY 2010 3% Salary Increase (State & State-Supported Locals )
FY 2010 Faculty Salary Increase
Total: Compensation Increases
Employee Benefit Cost Increases
Workers Comp Premiums
VRS Retirement Contribution Rates
State Health Insurance
Total: Employee Benefit Cost Increases
Employee Benefit Cost Reductions
Group Life Rates
VSDP Rates
Total: Employee Benefit Cost Reductions
Net Change: Employee Benefits and Compensation

$122.2

$33.9

($6.3)

$95.6
$26.6

$2.8
$12.3
$49.0

($5.9)
($0.4)

$164.9
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Capital Outlay
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Overview of Capital Outlay o7

e The proposed $3,477.0 million (all funds) capital
outlay program for the 2008 session is found in three
bills:

1. “Caboose” budget bill (SB 29),
2. 2008-2010 biennial budget bill (SB 30), and

3. Stand-alone general obligation bond (GOB) bill
(SB 581).
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Capital Proposals by Fund Source

Capital Proposals by Fund Source
($ Millions)

NGF Supported
$1,139.6
33%

(includes NGF cash & |  CF Supported

2,337.4
67%

NGF-supported debt]

(Includes GF cash &
GF-supported debt)

Total Capital Proposals (All Funds) = 3,477.0 Million

SENATE FINANCE COMMITTEE




General Fund-Supported Capital
Proposals %

2008 Session GF Capital Proposals
Proposed Appropriations by Bill

General Va. 4Pulblic
Obligation Buildln‘g 2t
Bond (GOB) Authority College

(VPBA)
Debt
$493.4

Building
Authority
(VCBA)
Debt
$214.4

Debt Bill
$1,525.5

GF Cash

SB 29 GF $54.0

Cash
$50.0

Total GF-supported Capital Proposals = $2,337.3
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Proposed Capital Outlay Funding .

SB 30 Grand
Fund Type VPBA / Total | GOB T'O""tr;l
Cash VCBA Other SB30
GF Supported
General Fund Cash $54.0 $0.0 $0.0 $54.0 $0.0 $54.0
Tax-Supported Bonds $0.0  $707.8 $0.0  $707.8 $1,525.5 $2,233.3

Subtotal: GF Supported $54.0 $707.8 $0.0 $761.8 $1,525.5 $2,287.3

NGF Supported

Nongeneral Fund Cash $302.6 $0.0 $0.0  $302.6 $0.0  $302.6
NGF Supported Revenue $0.0 $682.1 $0.0  $682.1 $0.0  $682.1
Bonds
Virginia Port Authority $0.0 $0.0 $155.0 $155.0 $0.0  $155.0
Bonds

Subtotal: NGF Supported $302.6  $682.1 $155.0 $1,139.7 $0.0 $1,139.7

GRAND TOTAL: CAPITAL $356.6 $1,389.9 $155.0 $1,901.5 $1,525.5 $3,427.0
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Summary of Proposed GF Projects ..

Capital Projects by Type
(2008-10 Biennium)
Major Category $ Millions
New Construction and Renovations $2,183.8
New Construction $1,519.7
Renovations $644.1
Renovations - Dam Safety Initiative $20.0
Equipment for Previously Approved $61.4
Projects
Property and Easement Acquisitions $58.6
Land Conservation Initiative $50.0
Acquire Rockingham Memorial Hospital $8.6
Project Cost Overruns and Supplements $32.0
Planning $1.5
Total: Proposed GF Capital Projects $2,337.3

SENATE FINANCE COMMITTEE

Summary of Proposed GF Projects ..

GF Supported Capital Proposals by Area
($ Millions)

Agriculture & Forestry
$6.6
0.3%
Public Safety
$58.7
2.5%
Human Resources
$70.2
3.0%
Natural Resources
$77.5
3.3%
Maintenance Reserve &
Cost Overruns
$126.5
5.4%

Higher
Education
$1,689.8
72.3%

Administration
$275.6
11.8%

) AE——— Other Education
$32.5

1.4%

Total GF Supported Capital Projects= $2,337.4 million
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