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Overview of the 2008-10 Budget as Amended and
the 2010-12 Budget as Adopted

HB 29 (Chapter 872) - 2008-10 Biennial Budget, as Amended

The amended budget for FY 2010 reflects the continued downward revision in general
fund revenues that began since the 2008-10 biennial budget was originally introduced in
December 2007. Including the December 2009 reforecast, cumulative general fund revenue
reductions for the 2008-10 biennium total over $6.4 billion.

The budget reduction strategies included in HB 29 for fiscal year 2010 address a revenue
shortfall of approximately $1,843.4 million. The shortfall is comprised of the actual FY 2009
general fund shortfall of $299.2 million and subsequent downward revisions to the FY 2010
general fund forecast in August and December 2009, totaling $1,544.2 million.

Additional net new spending requirements for FY 2010 -- largely for growth in Medicaid
-- total $159.5 million. The impact of the revenue shortfall and additional spending
requirements on the FY 2010 budget, when offset by $109.5 million in American Recovery and
Reinvestment Act (ARRA) federal stimulus funding set aside by the General Assembly during
the 2009 Session, results in a cumulative budgetary shortfall for FY 2010 of $1,893.4 million.

To address the shortfall, the amended budget includes $2,025.6 million in strategies
through a combination of general fund agency budget reductions, general and nongeneral fund
cash balance reversions, a withdrawal from the Revenue Stabilization Fund, and several tax
policy adjustments. Approximately $1,350.0 million of the FY 2010 budget savings and revenue
strategies were proposed in September 2009 and are contained as amendments to HB 29.
Beyond the savings proposed in September, an additional $433.6 million in net savings actions
are also reflected in the amended budget. Several tax policy and several minor revenue items
totaling $242.0 million are included in the budget. Combined resource and spending
adjustments result in a balance of $132.2 million to be carried forward as the beginning balance
for the 2010-12 biennial budget.

A number of the budget reduction strategies for FY 2010 are achieved through the use of
one-time or non-recurring actions. One-time actions include: the withdrawal of $293.4 million
from the Revenue Stabilization Fund, $154.7 million through two actions involving the Virginia
Retirement System, $134.9 million by deferring the 4% quarter payments to the Virginia
Retirement System and $19.8 million by delaying the payment of the employee five percent
contribution until July, and, the use of an additional $97.0 million in enhanced federal Medicaid
payments instead of general fund dollars.
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For the most part, agency-specific and targeted reductions carry forward into the 2010-12
biennium and are noted in each individual section of this document.

HB 30 (Chapter 874) - 2010-12 Biennial Budget

The HB 30 general fund revenue estimate for the 2010-12 biennium reflects the ripple
effect of the $1.5 billion revenue reduction required for FY 2010. In total, general fund revenues,
excluding transfers, are estimated to be $14,583.5 million in FY 2011 and $15,303.1 million in FY
2012. This represents growth rates of 4.3 percent and 4.9 percent, respectively, for each year of
the biennium. These revenue estimates reflect several tax policy actions, which are discussed
further in the Resources Section of this document.

In crafting the 2010-12 budget, the 2010 General Assembly faced the challenge of a
budget shortfall of nearly $4.5 billion. This was due primarily to three factors. First, not all of
the actions taken to balance the FY 2010 budget result in on-going base budget reductions. As a
result, the 2010-12 base operating budget exceeded available revenues by about $1.6 billion.
Second, the use of federal stimulus money to help defray Medicaid spending in FY 2010 and
two-quarters of FY 2011 was expected to end, resulting in the need to backfill federal dollars
with about $1.2 billion in general funds. Third, additional spending pressures in Medicaid,
public education, debt service, and employee health care and retirement rates totaled roughly
$1.7 billion. These spending items are detailed below.

The budget as adopted employs several strategies for closing the budget shortfall,
including:

1) Across-the-board and targeted reductions to general fund agencies and programs
totaling $716 million continued from agency plans submitted in September 2009;

2) An additional $2.5 billion in targeted savings actions; and

3) Tax policy, balances, and non-general fund fee actions of about $1.3 billion for the
biennium.

The budget, as introduced, included savings of $950.0 million GF in each year by
eliminating state support for local personal property tax relief. This proposal was not adopted
by the 2010 General Assembly. To partially offset this savings item, the General Assembly
chose to fund less than the expected rate for several employee benefit programs, primarily VRS,
for state employees and teachers. This action, which was accompanied by legislation that
reduced retirement benefits for future employees, resulted in budget savings and additional
resources of roughly $780.0 million for the biennium. Details on these actions are included in
the Central Appropriations section of this summary.
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Budget Savings

Major general fund savings actions are highlighted in the table below.

Major Spending Reductions Approved in HB 29 and HB 30
(GF $ in millions)

HB 29 HB 30

Judicial Department
Reduce Criminal Fund Due to Impact of Commonwealth's

Attorneys Seeking Jail Time for Fewer Misdemeanor Offenses - (%7.0)
Administration
Secretary of Administration
Reduce Funding for Grants for Public Television and Radio (%0.6) ($1.7)
Compensation Board
Adjust Jail Per Diem Payment Rates - ($45.9)
Implement Reductions for Sheriffs and Regional Jails (19.5) (8.3)
Implement Reductions for Treasurers (1.6) (8.0)
Implement Reductions for Commissioners of Revenue (1.6) (6.0)
Implement Reductions for Commonwealth's Attorneys (2.5) (4.5)
Eliminate Retirement and Life Insurance Payments for
Constitutional Officers (7.8) -
Supplant GF for Dispatchers with E-911 Funds (2.0) (4.0)
Implement Reductions for Directors of Finance (0.9) (3.2)
Adjust Funding for Delayed Jail Opening (3.6) -
Liability Insurance and Bond Premium Payments (3.3) -
Reduce Operating Funds for Commissioners - (3.0
Supplant GF for Clerks with Technology Trust Funds - (3.0
Eliminate Jail Contract Bed Program - (2.9)
Reduce Operating Funds for Treasurers - (2.5)
Compensation Board Administration - (2.2)
Eliminate One Day of Funding for Constitutional Officers (2.2) -
Implement Reductions for Clerks of Circuit Court (4.2) (1.2)
Reduce Operating Funds for Directors of Finance - (L.1)
Reduce Career Development Program Funding - (1.0)
Department of General Services
Improve Efficiency in Director's Office (%0.6) ($1.2)
Supplant GF with NGF - (2.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)
(GF $ in millions)

HB 29 HB 30

State Board of Elections
Reduce Assistance for General Registrar and Local Electoral
Boards Compensation (%0.6) ($3.0)

Agriculture and Forestry
Department of Agriculture and Consumer Services

Eliminate 22 FTE Positions/Reduce Admin. Expenses (%2.3) (%4.9)
Department of Forestry
Eliminate 8 FTE Positions/Reduce Admin. Expenses ($1.6) ($3.8)

Commerce and Trade
Department of Business Assistance

September 2009 Reductions/Reduce Admin. Expenses (%0.3) ($1.9)
Department of Housing and Community Development
September 2009 Reductions ($3.3) -
Reduce Enterprise Zone Program Grant - (2.0
Reduce Southwest Water Grants and SERCAP - (1.7)
Reduce PDC and Supplemental PDC Grants - (1.7)
Reduce Homeless Prevention and Shelter Imp. Grants - (1.2)
Reduce Indoor Plumbing Rehabilitation Grant - (1.0)
Department of Mines, Minerals and Energy
Supplant GF with New Fees and Administrative Efficiencies (%0.6) ($3.3)
Virginia Economic Development Partnership
September 2009 Reductions/Reduce Admin. Expenses ($1.5) (%4.4)
Virginia Tourism Authority
September 2009 Reductions/Reduce Admin. Expenses ($1.6) ($3.2)
Education
Direct Aid (DA) to Public Education
Supplant Portion of Basic Aid GF Payment with ARRA ($150.1) -
Eliminate Textbook Funding (79.6) -
Eliminate Nonpersonnel Inflation Factor Costs (61.3) (9.5)
Sept. 2009 Reductions: Supplant GF with ARRA (68.9) -
Sept. 2009 Reductions: Suspend 4th Qtr Benefit Payments (59.4) (0.4)
Sept. 2009 Reductions: Supplant Literary Funds for GF VRS (65.0) -
Sept. 2009 Reductions: Update Net Sales Tax (37.6) -
Supplant GF with Literary Funding for VRS Payments (17.0) -
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Sept. 2009 Reductions: FY09 Lottery & Supplemental Prog. Adj.

Addl. Benefit Savings not Reflected in Sept. Reduction Plan
Delay 4th Qtr Reimbursements for State Operated Programs
Technical - Update Remedial Summer School Enrollment
Technical - Update ESL Enrollment

Technical - Update Incentive & Categorical Accounts
Benefits - Contribution Rates (VRS, GL, RHCC)

Adjust Health Care Costs for Actual Plan Participation
Eliminate Certain Personnel & Capital Exp from SOQ Model
Redirect Selected GF Programs to Lottery Proceeds Fund
Supplant Portion of Basic Aid GF Payment with ARRA
Include $0 Values in LWA Calculation

Technical Correction - Use Fiscal & Contractual LEA ADM
Supplant Literary Funds for GF VRS Payments

Technical - Distribute Benefit Savings from Central Approp.
Reduce Textbook Funding

Update Federal Deduct Percentage

Technical - Adjust Net Sales Tax for December 2009 Reforecast
Extend School Bus Replacement Cycle by Three Years
Technical - Correct SOQ Model for Regional Centers

Reduce Variety of Supplemental Programs

Department of Education (DOE), Central Office Operations
September 2009 Reductions
Reduce Personnel & Capture Benefit Savings from Central
Appropriations
Supplant Academic Reviews & PASS Costs with NGF

Virginia School for the Deaf and the Blind
September 2009 Reductions
Reduce Personnel & Capture Benefit Savings from Central
Appropriations

Higher Education
Colleges and Universities
Higher Education Reduction Plan
Higher Education Reversion Clearing Account

HB29  HB30
(10.2) -
(9.8) -
(8.2) -
3.1) -
(2.9) -
(2.0) -
- (345.8)

- (269.2)

- (2437)

- (164.8)

- (1264)

- (78.7)

- (49.2)

- (37.2)

- (36.3)

- (34.1)

- (34.0)

- (33.9)

- (19.4)

- (17.5)

- (1.1)
($3.0) -
- (2.4)

- (1.5)
($1.0) -
- (1.6)
($44.9)  ($234.3)
- (10.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Miscellaneous Reductions

Remove One-Time Procurement Support for IT and Equipment
Affiliated Institutions and Higher Education Centers

Reduce GF Support

Tuition Assistance Grant Program Reduction

Reduce Funding for Jefferson Lab Research Facility/Hampton

Proton Beam

Miscellaneous Reductions
State Museums

Reduce GF Support

Reduce Aid to Local Libraries

Reduce Commission for the Arts Grants

Miscellaneous Reductions

Finance
Department of Accounts
Supplant GF Support for Line of Duty Act
Treasury Board
Reduce Funding for Debt Service Requirements
Out-of-State Fees
HEETF Debt Service
Department of Taxation
Administrative Savings
Turnover and Vacancy Savings

Health and Human Resources
Comprehensive Services Act for At-Risk Youth and Families

Reduce Forecasted Program Growth
Recover Excess Funding for Parental Agreements
Increase Local Share of Medicaid-Funded Residential Services
Reduce GF to Reflect Increased Medicaid Revenue
Eliminate Hold Harmless Clause for Residential Services
Reduce Appropriation Due to Increased Outcome Monitoring

Department for the Aging
Reduce Funding for Individual Care Services

HB 29

HB 30

($4.5)
(0.9)
(0.9)

($2.9)

($27.8)

(0.5)

($31.6)
(5.0)

(3.0)
2.3)

($14.5)
(10.0)

9.2)
4.2)

($11.2)
(5.2)
3.1)
(1.3)

($20.2)

($9.8)
(14.4)
(8.3)

($5.2)
(4.0)

($65.3)
(10.0)
(4.0)
(3.8)
(1.6)
(1.3)

($1.5)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Department of Health

Supplant GF with Environmental Health Services Fee Rev.
Reduce GF for OCME in FY 2012

Reduce Funding for Poison Control Centers

Supplant GF with NGF for Central Mgmt & Administration
Contract for Lab Services in Ten Health Districts

Eliminate Funding for Six Health District Pharmacies
Reduce State & Local Match for Health Districts

Fund Family Planning Services with NGF Resources

Department of Medical Assistance Services

Enhanced Medicaid Match from ARRA

Reduce GF Share of "Clawback" with Federal ARRA Funds

Eliminate Inflation Adjustment - Hospital Operating Rates

FMAP - Reduce Eligibility Limits for Long-Term Care from 300%
to 275% of Supplemental Security Income (SSI)

FMAP - Reduce Eligibility Limits for Long-Term Care from 275%
to 250% of Supplemental Security Income (SSI)

Eliminate Statutory Increase in MR/DD Waiver Slots

FMAP - Phase-in Inpatient Hospital Rates Reduction of 4%

FMAP - Reduce Eligibility for Aged, Blind, and Disabled to 75%
of Poverty

FMAP - Reduce Rates for Home & Community-Based Waivers
by 5%

Maintain Nursing Facility Rates at FY 2010 Funding Level

Phase-in Nursing Home Operating and Capital Reductions

FMAP - Reduce Respite Care from 720 to 240 Hours Per Year

FMAP - Phase-in Practitioner Rate Reduction of 4%

Reduce Rates for Intensive In-Home Services from $70 to
$60/hour effective February 1, 2010

FMAP - Reduce Eligibility Limits for FAMIS to 175% of poverty

Maintain DSH Payments at FY 2010 Funding Level

FMAP - Phase-in Outpatient Hospital Rates Reduction of 4%

FMAP - Freeze Community-Based Waivers in CY 2011

Reduce Indigent Care Costs by 3%

FMAP - Reduce Indigent Care Costs by 3%

Implement a Provider Tax on ICE-MR Facilities

HB 29

HB 30

(0.2)
(0.9)
(0.1)
(0.5)
(0.5)

($97.0)

($7.6)
(2.5)
@.1)
(1.7)
(1.4)
(1.3)
(1.0)
(1.0)

(85.7)
(76.0)

(53.3)

(36.4)
(39.2)
(38.8)

(36.2)

(36.1)
(29.5)
(29.3)
(26.4)
(23.5)

(19.8)
(19.3)
(17.9)
(17.7)
17.1)
(15.0)
(14.2)
(12.7)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Eliminate 200 MR Waivers Slots Slated for January 1, 2010

Enhanced Medicaid Match for CSA services

Adjust Funding for FAMIS Utilization & Inflation

FMAP - Reciprocal Payments for Out-of-State Hospitals

Withhold Inflation Adjustment - GME and IME Payments

Implement Pharmacy Management Savings

FMAP - Phase-in Hospital Capital Reduction of 4%

Eliminate Inflation Adjustment - Residential Psych. Facilities

Supplant GF for FAMIS with NGF from Virginia Tobacco
Settlement Fund

FMAP - Phase-in Dental Services Reduction of 4%

FMAP - Phase-in Therapeutic Day Treatment Reduction of 4%

Reduce Indirect Medical Education for Out-of-State Hospitals

FMAP - Phase-in Psychiatric Treat. Facilities Reduction of 4%

Reduce Administrative Costs by 10%

Modify Durable Medical Equipment Incontinence Limits

Reduce Clinical Laboratory Rates by 5%

Eliminate Regular and Assisted Living Payment Programs

Reduce DSH Funding to Out-of-State Hospitals

Change Eligibility for Children's MH Demonstration Waiver

Eliminate Disease Management Program

FMAP - Increase Pharmacy AWP Discount from -10.25% to 13.1%

Increase Audits of Intensive In-Home MH Services

Replace GF with Federal Funding for Legal Alien Children

Reduce Rates for Therapeutic Behavioral Services

FMAP - Reduce Long-Stay Hospital Rates to Average Medicaid
Costs

Department of Behavioral Health & Developmental Services
Reduce Funding for Community-Based Services
Reduce Census at ID Training Centers Statewide by 57 beds
Reduce Non-Direct Care Expenses at State Facilities
Reduce Support Positions at State Facilities
Implement Recommendations of Pharmacy Management Study
Supplant GF With NGF Balances to Support CSB Services
Eliminate Additional Central Office Positions
Reduce Direct Care Positions at MH Facilities

HB 30

($12.2)
(6.5)
3.2)
(4.5)
(0.8)
(1.5)

(11.7)

(5.1)
(4.8)
(4.5)
(4.3)
(4.0)

(4.0)
(3.8)
(3.8)
(3.6)
(3.3)
3.1)
(3.0)
(3.0)
(2.9)
(2.5)
(2.0)
(2.0)
(1.7)
(1.5)
(1.4)
(1.1)

(1.0)

($24.4)
(10.0)
(15.8)

(8.0)
(7.0)
4.3)
(4.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Consolidate Support and Administrative Functions

Close One Living Unit at Central Virginia Training Center

Close Adolescent Unit at Southwestern VA Mental Health
Institute

Transfer Geriatric Patients from Southwestern VA Mental Health
Institute to Piedmont Geriatric Hospital

Reduce Special Hospitalization Funding

Reduce Pharmaceutical Costs

Reduce Funding for MR Waiver Start-Up

Consolidate Physician Coverage

Terminate Direct Management of Community Resource
Pharmacy

Reduce 24 Beds at Southeastern Virginia Training Center

Prepay FY 2010 Expenses in FY 2009

Department of Rehabilitative Services
Reduce Vacant and Filled Classified and Wage Positions
Reduce Administrative Funding by 5%
Reduce Vacant and Filled Classified and Wage Positions at
WWRC

Department of Social Services
FMAP - Phase-In Local DSS Operating Reduction of 4%
Reduce Local DSS Operating Reimbursements by 1%
FMAP - Reduce Funding for General Relief Program
FMAP - Phase-Out Funding for Other Purchased Services
Reduce Funding for Other Purchased Services
FMAP - Supplant GF for Child Welfare Services
Reduce Funding for Chore and Companion Services
FMAP - Reduce Chore and Companion Program Services
Reduce Local Employee Training Contract at VCU by 50%
Foster Care and Adoption Subsidies Caseload Estimate
FMAP - Reduce Auxiliary Grant Payments by 4%
Reorganize and Reduce Central Office Admin. Functions
FMAP - Supplant GF in Child Welfare Services with SSBG

HB29  HB30
(1.6) (2.6)
- 2.3)

- @.1)

- (2.0)
(0.2) (1.5)
(0.7) (1.5)
- (1.4)
(0.3) (1.2)
(0.3) (1.2)
- (1.0)
(2.8) -
($1.9) ($4.7)
- 2.7)

- (1.8)

- ($6.3)

- 2.3)

- (4.8)

- (3.8)
(0.4) (1.6)
- (3.0)
(0.7) (1.4)
- (2.0)

- (2.8)
(2.8) -
- (2.4)
(0.7) 2.2)
- (2.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)

Establish Daily Supervision Rate for Special Needs Foster &
Adoptive Kids
Reduce Administrative Funding by 5%

Natural Resources
Department of Conservation and Recreation
Reduce Funding for State Parks
Reduce Funding for Soil and Water Conservation Districts
Reduce Funding for the Land Conservation Foundation
Department of Environmental Quality
Supplant GF with Increased Environmental Permit Fees
Supplant GF with Indirect Cost Recoveries
Reduce Match for Wastewater Revolving Loan Fund
Marine Resources Commission
Supplant GF for Marine Police and Habitat Management

Public Safety

Department of Correctional Education

Eliminate Staffing Due to DOC Prison Closings

Additional Reductions and Agency Restructuring
Department of Corrections

Close Brunswick Correctional Center

House Additional Out-of-State Inmates

Close Additional Facilities

Defer Institutional Equipment Purchases

Capture Information System Development Balances

Close Botetourt Correctional Center

Capture Vacancy Savings/Other Savings

Eliminate Payments in Lieu of Taxes for Prisons

Replace Prison Operations Funding with NGF
Department of Criminal Justice Services

Reduce HB 599 (State Aid to Localities w/ Police Departments)
Department of Forensic Science

Delay Year-End Payments and Prepayments
Department of Juvenile Justice

Close Natural Bridge Juvenile Correctional Center

Reduce Funding for Local Detention and Court Services Units

HB29  HB30
(0.4) (1.8)

- (1.2)
($2.3) ($3.2)
0.7) (1.8)

- (1.0)

$0.0 ($5.0)
(1.5) -
(0.2) (1.7)
($0.8) ($1.6)
- ($4.7)

- (4.6)
($10.4)  ($40.2)
- (19.7)

- (12.3)

(9.0) (2.5)

- (10.3)

- (4.9)

(1.5) (3.0)

- (2.9)

(1.3) -
($165)  ($55.8)
($1.1) -
($1.2) ($5.6)
(2.5) (5.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)

(GF $ in millions)
HB 29 HB 30
Capture Turnover and Defer Equipment Purchases (3.0) (2.9)
Reduce Funding for Juvenile Community Crime Control Act
(VJCCCA) Grants - (5.0
Reduce Court Service Unit Staffing and Support Costs (1.3) (2.6)
Eliminate Central Office Positions (0.5) (1.3)
Reduce Juvenile Probation Contract Services Funding (0.5) (1.1)
Department of Military Affairs
Eliminate Funding for Commonwealth Challenge - ($1.9)
Department of State Police
Supplant GF for Law Enforcement with NGF Balances ($6.2) -
Eliminate Wage Positions (1.2) 3.2)
Supplant GF for State Police Med-Flight Operations 1.0) (2.9)
Defer Purchase of Patrol Vehicles (1.3) (2.5)
Postpone 116th Basic Trooper School (1.3) (2.0)
Postpone 117th Basic Trooper School - (2.1)
Postpone 118th Basic Trooper School - (1.3)
Reduce State Police Aviation Fleet (1.8) (0.7)
Transportation
Department of Transportation
Reduce GF for Route 58 Corridor Program Debt Service ($13.2) -
Technology
Virginia Information Technologies Agency
Reduce IT Services and Overhead Charges ($1.8) ($6.8)
Central Appropriations
Local Aid Reversions - ($120.0)
Suspend 4th Quarter VRS Contributions (36.1) -
Record 4th Quarter VRS Contributions in June - (33.9)
Delay 4th Quarter Employees Contributions (19.8) -
Suspend 4th Quarter Benefit Contributions (13.2) -
Employee ORP Retirement Contribution (1% FY2011/ 2% FY
2012) - (10.5)
State Employee Furlough 9.3) -
Higher Education Interest - (8.1)
Reduce Deferred Compensation Match - (6.0)
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Major Spending Reductions Approved in HB 29 and HB 30 (cont’d)
(GF $ in millions)

HB 29 HB 30
Purchase & Supply System Rates (3.2) -
Other Employee Benefit Contribution Rates - (2.0
Additional Agency Reductions 1.7) -
State-Supported Local Employee Furlough (1.3) -
Other CA Reductions (0.9) (1.5)

All Other Operating Reductions
(includes proposed Car Tax Reduction of $1,900 million in HB 30) ($224.5) ($2,543.6)
Grand Total ($1,314.0) ($5,930.8)

Spending Increases

The majority of spending items for the 2010-12 biennium include programs driven by federal
and state mandates, enrollment growth, and caseload increases:

o $1,191.5 million GF to backfill Medicaid due to the loss of federal stimulus funds;

° $777.7 million GF to address the increased cost to Medicaid from increased utilization
and inflation;

. $273.3 million GF to address the costs of re-benchmarking and $203.6 million to address

the revised composite index and to provide a partial “hold-harmless” for those localities
losing funding under the revision.
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Major general fund spending items are detailed in the table below.

Major Spending Increases Approved in HB 29 and HB 30

(GF $ in millions)
HB 29 HB 30
Administration
Compensation Board

Annualize Funding for New Jails Opened During FY 2010 - $11.8
Staffing for New Jails - 4.8
Reverse Technology Trust Fund GF Supplant - 3.0

Increase in Reimbursement Costs for Constitutional Officer
Group Retirement - 2.8
Provide Funding for Housing State-Responsible Inmates - 24

Commerce and Trade
Secretary of Commerce and Trade/Incentive Payments

Rolls Royce Incentive Payments (HB 29 ARRA Swap) $9.4 $20.3
Increase Governor's Opportunity Fund - 12.1
VIP and MEE Grant Incentive Payments - 8.6
Transfer BRAC for Oceana from Central Appropriations - 7.5
Fund Ignite Institute - New Incentive - 5.5
Semiconductor Grant Incentive Payments - 54
Increase Motion Picture Opportunity Fund - 2.0
Fund SRI International Incentive 2.0 1.0
Swap ARRA funds with GF for GOF and VIP Grants 1.6 -
Department of Business Assistance
VJIP, Loan Guarantee and Business One-Step Programs - $5.5
Department of Housing and Community Development
Swap ARRA Funds with GF for FMFADA $1.6 -
Backfill TANF Removed from Homeless Programs - 7.6
Fund Fort Monroe Federal Area Development Authority - 2.2
Virginia Economic Development Partnership
National/International Marketing/Open Overseas Offices - $6.0
Biotech Wet-Lab Program - 3.0
Operating Funds for Commercial Space Flight Authority - 1.6

Virginia Tourism Authority
Expand Tourism Marketing - $7.2
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Major Spending Increases Approved in HB 29 and HB 30 (cont'd)

(GF $ in millions)

Education
Direct Aid (DA) to Public Education
Technical - Update Student Enrollment Projections
Rebenchmarking Updates:
SOQ Model Data Input Costs
VRS, Group Life & RHCC Rates
Composite Index
Student Enrollment Projections
Categorical Programs
Composite Index Hold Harmless Payments
Restore VPSA Technology Grants
Technical - Correct SOQ Model for Facility Support
Positions
National Board Certification Teacher Bonuses

Higher Education
Colleges and Universities
Program Enhancements at LU, UMW, NSU, VSU, VCU

Finance
Department of Accounts - Transfer Payments
Revenue Reserve
Transfer Payments to Localities
Treasury Board
Debt Service for Current Authorizations
Restore Jail Reimbursement (Arlington & Chesapeake)

Health and Human Resources
Department of Health

Increase Funding for OCME Due to Melendez-Diaz Ruling

Department of Medical Assistance Services
Backfill Medicaid Due to Phase-Out of ARRA Funds
Fund Medicaid Utilization and Inflation
Additional Funding for MHMR Facility Medicaid Costs
Adjust Funding for Virginia Health Care Fund

Fund Medical Assistance Services for Low-Income Children

(SCHIP)
Fund FAMIS Enrollment and Utilization

HB 29

HB 30

$14.5

1.0

2.6

80.1

9.8

3.1

$105.1
91.2
68.5
39.4
3.1
174.1
13.5

8.0
1.0

$3.3

$50.0
3.0

$165.8

$1.9

$1,191.5
777.7
31.9
14.0

26.6
12.0
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Major Spending Increases Approved in HB 29 and HB 30 (cont'd)

(GF $ in millions)

HB 29 HB 30
Fund Medical Services for Involuntary Mental
Commitments 3.1 6.1
Modify Medicaid Coverage for Pregnant Women (CHIPRA) - 1.3
Fund Transition Costs to New Medicaid Managed
Information System (MMIS) 2.0 -
Claims & Fiscal Agent Costs Due to Higher Enrollment 15 -
Department of Social Services
Fund Unemployed Parents Cash Assistance Program
Growth $5.5 $7.3
Restore GF for Child Support Enforcement 1.4 5.0
Fund Foster Care and Adoption Subsidies Caseload
Estimate - 3.7
Restore GF for Healthy Families of Virginia to Offset
Reduction in TANF Funding - 29
Restore GF for Local Domestic Violence Grants to Offset
Reduction in TANF Funding - 1.8
Fund VITA Costs for Increased Use of Eligibility Systems 1.8 -
Provide Funding for Virginia Food Banks - 1.0
Natural Resources
Department of Conservation and Recreation
Provide Funding for Agricultural Best Management
Practices (HB 29 ARRA Swap) $15.2 $10.0
Restore Funding for Virginia Land Conservation Fund 2.0 2.0
Restore Conservation Reserve Enhancement Program
(CREP) - 0.9
Department of Environmental Quality
Restore FY 2010 Budget Reduction $1.5 -
Public Safety
Department of Corrections
Replace Out-of-State Inmate Revenue - $17.4
Increase Funding for Inmate Medical Costs - 4.7
Mothballing Cost of New Prison in Grayson County - 1.4
Department of Forensic Science
Increase Funding for Court Testimony to Comply with
Melendez-Diaz Supreme Court Ruling $0.2 $1.6
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Major Spending Increases Approved in HB 29 and HB 30 (cont'd)

(GF $ in millions)
HB 29 HB 30
Department of State Police
Maintain State Agencies Radio System (STARS) - $4.0
Technology
Innovation & Entrepreneurship Investment Authority
Commonwealth GAP Fund - $1.5
Central Appropriations
Central Appropriations
Eliminate Aid to Localities Reduction - $100.0
Provide Funding for State Employee Health Insurance - 23.2
Fund Increases in VRS Retirement Contribution Rates - 13.9
Fund Increases in State Employees Workers Compensation
Premiums - 6.8
Fund Line of Duty Act Premiums 3.0
Add Supplemental Funding for VITA Rate Charges 9.7 -

All Other Operating Increases
(includes restoration of $1,900 million for Car Tax in HB 30) $87.0 $2,241.3

Grand Total $256.6 $5,337.9

A summary of significant general fund spending increases and savings actions in each
major area follows.

Public Education. Approved amendments for FY 2010 result in a net decrease of $249.2
million or 3.5 percent, compared to Chapter 781 for all funds. The approved amendments
decrease funding for Direct Aid to Public Education by a total of $550.1 million GF or 10.3
percent. Alternatively, the nongeneral fund revenue sources, which include additional federal
stabilization dollars, Literary and Lottery Proceeds Funds, increase K-12 funding by a net of
$300.9 million NGF.

In addition to the $365.2 million in ARRA funds allocated in Chapter 781, the approved
amendments bring the FY 2010 total federal stabilization funds for K-12 to $584.2 million,
leaving the remaining $126.4 million to be allocated in FY 2011. An estimated state savings of
$59.4 million GF from deferring payment of the employer’s share of retirement and other
benefits contribution rates in the 4th quarter was also included in the final budget.
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The adopted FY 2010 budget amendments also eliminate $79.6 million GF for the state’s
share of textbooks and remove as on-going policy, the routine re-benchmarking update for
inflation (which is used to bring the base year cost data up to the beginning of the biennium) for
a savings of $61.3 million.

The adopted 2010-12 budget, Chapter 874, for Direct Aid to Localities for Public
Education results in a net biennial decrease of $837.2 million, or 6.2 percent, for all funds. The
approved amendments decrease the GF allocation by $997.5 million, or 9.4 percent. However,
the other revenue sources offset the GF reduction by an increase of $160.3 million NGF, or 5.8
percent. The total adopted FY 2011 budget represents a decrease of 2.8 percent compared to the
adopted budget, Chapter 872, for FY 2010; while the total adopted FY 2012 budget represents an
increase of 0.4 percent over the adopted budget for FY 2011.

Specifically, these adopted biennial amendments include a net increase of $86.9 million
GF for rebenchmarking and technical updates and $174.1 million GF for Composite Index Hold
Harmless payments to school divisions whose indices increased as a result of the 2010-12
rebenchmarking cycle.

The adopted amendments also include a number of strategies that result in GF savings:
$385.3 million GF from several policy changes related to customary rebenchmarking updates for
SOQ Basic Aid, $269.2 million through funding health care premiums based on statewide actual
participation rates, $254.6 million from approved retirement and benefits contribution rates that
are significantly lower than those approved by the VRS Board, $164.8 million from using
Lottery Funds for several GF program initiatives, and $34.1 million from reduced allocation for
textbooks.

Higher Education. For FY 2010, higher education institutions and their directly affiliated
agencies originally received reductions of $214.6 million GF. Chapter 872 of the 2010 Acts of
Assembly contains additional reductions of $46.7 million GF, for a total of $261.3 million GF.
This is partially offset by proposed federal stimulus funding of $75.0 million GF in FY 2010.

For the 2010-12 biennium, the amendments for all higher education agencies result in a
GF decrease of $324.0 million GF or 9.5 percent when compared to the original appropriation.
Reductions of $294.8 million GF are included for public colleges and universities and directly
affiliated agencies for the biennium. Federal stimulus funding of $198.3 million is provided for
FY 2011, and more than offsets reductions in that year. However, no stimulus funding is
available for FY 2012, resulting in general fund reductions of 13 to 15 percent.

Health and Human Resources. The amended budget for FY 2010 includes net general
fund savings of $115.5 million and net nongeneral fund increases of $94.8 million. General fund
spending increases of $108.2 million are offset by spending reductions of $223.8 million. Most
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new spending in HB 29 is either mandated or a high priority, including $83.2 million GF to fully
fund Medicaid caseload and cost increases.

Savings in HB 29 are primarily related to the Governor’s September 2009 budget plan,
although additional savings were announced in December. These strategies include expedited
implementation of Medicaid cost-containment measures related to behavioral health services,
the elimination of 100 Mental Retardation/Intellectual Disabilities (MR/ID) waivers slated to be
allocated on January 1, 2010 (the Governor previously announced in September 2009 that 100
MR/ID waivers would be withheld), and recognition of enhanced federal Medicaid matching
funds for services provided through the Comprehensive Services Act (CSA).

The approved budget for 2010-12 provides a net increase of $1,064.2 million GF and a
reduction of $294.3 million NGF compared to Chapter 781 of the 2009 Acts of the Assembly.
New biennial spending of $2,087.1 million is offset by reductions of $1,022.9 million. The
majority of general fund spending in HHR, or $2.1, billion is required to comply with federal
and state mandates to address caseload and cost increases. Most of the additional funding is
attributable to Medicaid where general fund support is required to backfill the loss of
temporary federal fiscal relief ($1.2 billion) beginning January 1, 2011 and to fund the increasing
demand for health care services ($777.7 million).

Two high priority spending items include funding for the Office of the Chief Medical
Examiner to accommodate an anticipated increase in forensic caseloads resulting from the
Supreme Court’s decision in the Melendez-Diaz Case, and $1.3 million to expand Medicaid
coverage to pregnant women up to 185 percent of poverty if they have other health care
insurance. Medicaid will cover the costs not covered by private insurance. This change is
required to comply with the Commonwealth’s Medicaid waiver for FAMIS.

Discretionary general fund spending in HHR is minimal. The budget includes $7.3
million to accommodate increased growth in the Unemployed Parents Cash Assistance
Program. In addition, $5.3 million is provided for Healthy Families Virginia, CHIP of Virginia,
and local domestic violence grants to restore support that was previously provided from the
federal TANF block grant. Finally, $1.0 million is added for the Federation of Virginia Food
Banks in FY 2011 only.

General fund spending reductions exceed $1.0 billion for the biennium. Medicaid
reductions total $736.8 million GF, accounting for 72 percent of the approved reductions. Cuts
to provider rate reimbursements total $366.8 million GF and account for almost one-half of the
reductions in Medicaid; these reductions also result in the loss of federal Medicaid matching
funds of $371.2 million. The budget eliminates all inflationary increases to reimbursement rates
for Medicaid providers that receive these adjustments. Budget language was added to restore
many of the provider rate reductions not related to inflationary adjustments contingent upon a
six-month extension of Federal Medical Assistance Percentage (FMAP) funding provided
through the federal American Recovery and Reinvestment Act; however, the Governor has
discretionary authority to restore funding in part or in full for these reductions based on the
actual receipt of this funding for Virginia.
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Changes to Medicaid and FAMIS eligibility account for the second largest category of
general fund savings totaling $163.8 million or 22 percent. Most of the eligibility reductions are
slated to take effect on January 1, 2011 or six months thereafter to comply with federal
maintenance of effort requirements. Most of the eligibility reductions are restored if Congress
passes a six-month extension of FMAP funding,.

Aside from Medicaid, two agencies account for most of the remaining general fund
reductions in HHR: the Department of Behavioral Health and Developmental Services or
DBHDS ($111.3 million) and the Comprehensive Services Act for at-risk youth and families
($85.9 million). DBHDS reductions can be attributed to less funding for community-based
services, the closure of the adolescent and geriatric units at Southwest Virginia Mental Health
Institute in Marion, the reduction in census at state intellectual disability training centers and
administrative efficiencies at state facilities and within the central office. CSA reductions are
primarily related to slower growth in the program.

Public Safety. The budget for the 2010-12 biennium results in a net general fund
decrease of $229.5 million, or 6.5 percent less than the base budget. This net decrease includes
total increases of $85.8 million offset by total decreases of $315.3 million, including continuation
of the September 2009 reduction strategies into the new biennium.

The Department of Corrections (DOC) has closed eight correctional facilities since
October 2008. This translates into about 2,500 state beds and the adopted budget includes the
savings associated with closing one additional major institution during the 2010-12 biennium.
The construction of one new prison in Grayson County will be completed in mid-2010, and the
adopted budget adds $715,000 GF each year for mothballing expenses. Other significant actions
include replacing the nongeneral fund revenues lost by DOC due to the end of the contract for
housing Wyoming prisoners, and the addition of $10.1 million NGF each year from housing
1,000 prisoners from Pennsylvania.

For the Department of State Police, the next three trooper schools are postponed, but $3.4
million GF is included in the second year for the 116t Basic Trooper Academy to begin. State
aid for localities with police departments (HB 599) is reduced by 1.2 percent from $180.8 million
in FY 2010 to $178.7 million in FY 2011. Additional funds are included for the Department of
Forensic Science to meet increased workload requirements resulting from the U.S. Supreme
Court’s 2009 decision in the Melendez-Diaz case.

Nongeneral fund amendments for the Department of Alcoholic Beverage Control reflect
an increase of $19.5 million NGF each year for purchase of merchandise for resale and the
opening of up to 20 new ABC stores. The new stores are expected to generate increased net
profits for the general fund totaling $1.3 million in fiscal year 2011 and $3.9 million in fiscal year
2012. A two percent markup in prices charged at the ABC stores, effective February 1, 2010,
generates increased net profits for the general fund estimated at $1.6 million in FY 2010 and $4.0
million each year in fiscal years 2011 and 2012.
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Compensation. Approved amendments for FY 2010 result in a net reduction of $82.2
million GF in funding for employee compensation and benefits. These general fund decreases
for FY 2010, which are budgeted in the Central Appropriations, include $69.1 million from
suspension and deferral of employer retirement and employee benefit contribution rates in the
fourth quarter of FY 2010, and $11.1 million GF by implementing a one-day furlough of state
employees and state-supported local employees.

For the 2010-12 biennium, general fund appropriations result in a net increase of $87.2
million GF in funding for employee compensation and benefits. This includes decreases of
$38.4 million GF and increases of $126.2 million GF. Savings include $19.5 million GF by
recording the employee retirement contributions for the fourth quarter of FY 2011 in July
instead of June; $15.8 million from reinstatement of the 5.0 percent employee retirement
contribution for new employees; $2.0 million GF from reductions in the employer premiums for
state employee group life insurance, the Virginia Sickness and Disability Program, and the state
employee health insurance credit, and $1.1 million from a reduction in the employer
contribution for optional retirement plans (ORP). Approved general fund increases for
employee benefits include $82.2 million for a 3 percent employee bonus (contingent on FY 2010
revenues and balances); $23.2 million GF for the employers’ share of the increase in health
insurance premiums for the State Employee Health Insurance Program and the University of
Virginia Health Insurance Program; $14.0 million for the revised employer contribution rates for
the VRS state employee retirement system, the State Police Officers Retirement System (SPORS),
the Virginia Law Officers Retirement System (VALORS); and, the Judicial Retirement System
(JRS), and $6.8 million GF for an increase in Workers” Compensation Insurance premiums.

In addition to appropriation reductions, $785.8 million is captured from agency balances
resulting from compensation actions: $621.3 million from Virginia Retirement System
contribution rates, and $164.5 million from other employee benefit contributions.

Central Appropriations. General fund actions in Central Appropriations for FY 2010
include a reduction of $36.1 million from suspension of employer’s retirement contribution rates
for the fourth quarter of FY 2010; $13.2 million GF through the suspension of employer
contributions for Group Life Insurance, Sickness and Disability Coverage, and the Retiree
Health Care Credit in the fourth quarter of FY 2010; $19.8 million GF by recording the employee
retirement contributions for the fourth quarter of FY 2010 in July instead of June, $9.8 million GF
by implementing a one day furlough of state employees; $3.2 million GF by lowering agency
service charges for use of the state purchasing system (eVA); $1.3 million GF by reducing
funding for state-supported local employees by 1/249 of such employees annual salary, which
is equivalent to a one day furlough; and, $2.6 million from other actions. General fund increases
in Central Appropriations for FY 2010 include: $30.9 million GF in FY 2010 for assistance to
localities impacted by the recommendations of the federal Base Realignment and Closure
(BRAC) Commission, economic development incentive payments to SRI International and Rolls
Royce, and $9.7 million GF for a one-time correction in the decentralized service rates charged
by VITA.
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General fund decreases in Central Appropriations for the 2010-12 biennium include: a
technical reduction of $1,900.0 million GF from transfer of the personal property tax relief
program to the Department of Accounts Transfer Payments, reductions of $125.8 million GF in
employee compensation and benefit programs, $8.4 million from elimination of payments to
institutions of higher education for interest on NGF balances held by the state treasury and a
prorated share of rebates received by the Commonwealth on credit card purchases in FY 2012.

General fund increases in Central Appropriations for the 2010-12 biennium include: $44.0
million for increases in the cost of state employee benefit programs, $3.0 million for the Line of
Duty Act, $2.4 million for the Governor’s Miscellaneous Contingency Reserve, and $132,692 GF
of payments to institutions of higher education for interest on NGF balances held by the state
treasury and a prorated share of rebates received by the Commonwealth on credit card
purchases in FY 2012.

Judicial Department. The adopted budget for the 2010-12 biennium results in a net
decrease of $13.5 million from the general fund for judicial agencies. Of this net reduction, $5.8
million represents the distribution of the reductions from central appropriations which were
included in Chapter 781. The changes include a reduction of $3.5 million each year from the
Criminal Fund to reflect the expectation that the Commonwealth’s Attorneys will not seek jail
time for minor misdemeanor offenses; an increase of $150,000 each year for involuntary mental
commitments; a reduction of $100,000 each year in support for legal aid; increased operating
expenses for the State Board of Bar Examiners; and, reduced operating expenses for the Virginia
State Bar. In addition, language is included directing that all vacant Circuit and District
judgeships be frozen from February 15, 2010, through June 30, 2012, with the corresponding
generation of additional general fund balances from position vacancy savings.

Finance. Approved amendments for the Finance secretariat result in a net decrease of
$37.1 million GF for FY 2010, and an increase of $2,043.3 million general funds for the 2010-12
biennium. The majority of the savings for FY 2010 comes from a $27.8 million reduction in debt
service funding at the Treasury Board based on updated estimates. Significant general fund
expenditures for the 2010-12 biennium include $1,900.0 million for restoration of the Personal
Property Tax Relief (Car Tax) program; a $50.0 million reserve fund for an anticipated FY 2013
deposit into the revenue stabilization fund; and, $157.4 million in additional debt service
requirements. Significant general fund savings actions include elimination of the $20.1 million
general fund support for the Line of Duty program and conversion of the program to a
premium funded insurance program, as well as funding with the VRS administered retiree
health credit and group life insurance programs; a $14.4 million offset to debt service payments
from an increase in the capital fee for out of state students; and, $5.2 million from administrative
efficiencies at the Department of Taxation.

Administration. Approved amendments for Administration result in a net decrease of
$163.2 million GF for FY 2010, representing a 24.1 percent reduction from the budget approved
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in Chapter 781. Over 70 percent of the reductions in FY 2010 are within the Compensation
Board with the majority of the reduction coming from a proposal to supplant $109.5 million
general fund support for sheriff’s offices with federal stimulus funds. Other significant FY 2010
savings within the Compensation Board include the $30.4 million in across-the-board reductions
for constitutional officers included in the September 2009 reduction plan and $7.8 million in
savings from deferring the 4th quarter payments for retirement and group life insurance for
employees of constitutional offices.

The budget for the 2010-12 biennium includes a net decrease of $114.5 million GF and a
net increase of $115.4 million NGF. The General Assembly rejected a proposal to transfer the
Compensation Board to the Public Safety Secretariat. Significant actions include the restoration
of $174.5 million for locally elected constitutional officers funded through the Compensation
Board, and the transfer of funding for public television and radio grants from the Secretary of
Administration to the Secretary of Education and Workforce. The increase in the NGF
appropriation is due to a $120.0 million increase in the appropriation for the Local Choice health

insurance program.

Technology. The approved Technology budget for the 2010-12 biennium totals $10.3
million, representing a reduction of $6.1 million GF when compared to the secretariat’s current
appropriations in Chapter 781 of the 2009 Acts of Assembly. In addition, the amendments
include increasing the nongeneral fund transfer of funds from the Wireless E-911 Fund to
support sheriff’s dispatchers by $2.0 million each year and the elimination of $1.7 million in
expenses for the Virginia Election and Registration System. The approved budget also includes
$9.4 million in Central Accounts to support agency IT spending in HB 29. Also included are
several language amendments designed to increase the transparency of the current information
technology outsourcing agreement and establish a process for implementing management
efficiencies within the Virginia Information Technologies Agency. Finally, the amendments
require VITA to develop a plan for improving the efficiency and effectiveness of services
provided, and to evaluate the long-term viability of the Virginia Enterprise Applications
Program.

Agriculture and Forestry. Adopted amendments for the Agriculture and Forestry
secretariat for FY 2010 total $3.9 million and reflect the Governor’s September 2009 reduction
plan. For the Department of Agriculture and Consumer Services, reductions equal 7 percent of
the FY 2010 GF appropriation in Chapter 781. At the Department of Forestry, the GF reduction
is 9 percent of the FY 2010 budget as adopted by the 2009 General Assembly.

The approved appropriation for Agriculture and Forestry in the FY 2010-12 biennium
totals $81.9 million GF and $86.2 million NGF, a reduction of $10.7 million GF offset by a net
increase of $2.1 million NGF compared to Chapter 781. This reflects the continuation of the
majority of the September 2009 reduction plan as well as additional GF reductions totaling $2.7
million GF.
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Natural Resources. Adopted amendments for the Natural Resources secretariat for FY
2010 include a general fund reduction of $9.3 million from the Governor’s September 2009
reduction plan. In addition, the budget restores $17.2 million in general funds for land
conservation and agricultural best management practices. Chapter 781 originally assumed that
federal stimulus funding would be used for these payments.

HB 30 includes a decrease of $22.1 million GF and $83.0 million NGF in the 2010-12
biennium compared to the adjusted appropriation for current operations. This total includes
reductions of $26.7 million GF offset by new spending of $4.6 million GF. The only significant
new spending item proposed for Natural Resources is $18.2 million NGF for implementation of
agricultural best management practices. This increase to the nongeneral fund appropriation is
offset by removing the appropriation of $55.7 million NGF each year for cash expenditures of
previous WQIF deposits.

Commerce and Trade. Adopted amendments for Commerce and Trade reflect a net
decrease of $4.4 million GF in FY 2010 when compared to Chapter 781. This net total includes
$7.6 million in savings included in the Governor’s September 2009 reduction plan, offset by the
replacement of $3.2 million in federal stimulus funding with a like amount of general fund
resources.

The 2010-12 budget includes $309.5 million GF and $2,132.0 million NGF, an increase of
$81.2 million GF compared to the adjusted appropriation for current operations. Included
among the increases was a total of $61.4 million in targeted funding for economic development
and job creation initiatives, including doubling the Governor’s Opportunity Fund in the first
year of the biennium, and increasing funding for the Department of Business Assistance and the
Virginia Tourism Authority.

Transportation. Amendments for the Transportation secretariat for FY 2010 include
reductions of $14.3 million GF and $155.6 million NGF. The NGF reduction represents the
August and December forecast adjustments of Commonwealth Transportation Fund revenues.
The general fund reductions reflect the Governor’s September 2009 reduction plan and include
using $13.2 million in balances in the Route 58 Corridor Development Fund to supplant a like
amount of GF resources that had been dedicated to the debt service.

The 2010-12 budget provides a total of $8.1 billion for Transportation agencies, which
includes $81.9 million GF and $8.0 billion NGF for the biennium - a reduction of $851.0 million
over the Chapter 781 base budget. The majority of these adjustments reflect the reforecast of
nongeneral fund transportation revenues - both in August and December 2009 - which mirror
the reductions in general fund revenues as a result of the current recession. Included in this
reduction is $519.0 million that had been appropriated for the Dulles Corridor Metrorail Project.
With the transfer of the project to the Metropolitan Washington Airports Authority, these
amounts are no longer included in DRPT’s budget. Exclusive of this accounting transfer, the net
biennial reduction totals $332.0 million NGF.
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Capital Outlay. The adopted capital outlay program for the 2010 Session totals $1,972.6
million (all funds). The general fund appropriations in the budget bills contain $1,265.0 million
for projects to be funded directly by the general fund or by general fund supported bonds
issued by the Virginia Public Building Authority (VPBA) and the Virginia College Building
Authority (VCBA). Of this amount, $0.9 million is supported by general fund cash (HB 29) and
$1,264.1 million supported by VCBA and VPBA bonds (HB 30). Restrictive language would
limit the ability of the bond projects to move forward at the beginning of the biennium, subject
to the development of a plan by the Secretary of Finance. This plan will recommend debt
issuance that maintains debt capacity at or under levels identified by the most recent Debt
Capacity Advisory Committee report.

All of the $707.6 million for projects to be supported from nongeneral fund sources are
found in the budget bills, $84.5 million for FY 2010 in HB 29 and $623.1 million in HB 30. Of this
amount, $259.0 million is to be funded directly with nongeneral fund cash, an additional $206.9
million in 9(c) bond authority, and $241.7 million in 9(d) bond authority for auxiliary enterprise
and other nongeneral fund revenue-supported projects at the colleges and universities.
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FY 2010-12 General Fund Revenues = $30,745.9

Individual Income
$19,724.2
64%

Chapter 874

($ in millions)

Sales and Use
$5,855.0
19%

Corporate Income
$1,631.2
5%

Insurance Premiums

SIRreRe e $565.8
' 2%

Wills, Suits, Deeds
$628.0
2%

Transfers
$859.3
Other Taxes and 3%
Revenues
$1,482.4
5%



FY 2010-12 Nongeneral Fund Revenues = $45,994.2
Chapter 874

($ in millions)
All Other NGF NGF Taxes
$5,138 $6,273
11% 14%

Licenses, Rights and
Privileges
$2,146

5%

Lottery Proceeds Fund
$870
2%

Educational Institutional
$7,686

Federal Grants & Contracts 17%

$18,614

39%

Hospital Institutional
$3,094
7%



FY 2010-12 Total Revenues = $76,730.1
Chapter 874

(% in millions)

All Other NGF
7%
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24%

Individual Income
- 25%
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8%
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4%
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10% 1%

Lottery Proceeds Fund

Sales 1%

3%

NGF Taxes
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Approved 2010-2012 GF Operating Budget = $31,398.1

State Agencies
$9,214.1
29%

Debt Service
$1,213.9
4%

Aid to Individuals

$5,724.6
18%

Chapter 874
($in millions)

Aid to
Localities
$15,246.0
49%

Public Education
$9,642.4

31%

Car Tax

$1,900.0
/ o
Community Service Boards

- $1,221.1
4%

\Local Sheriffs
$875.3

3%

Other Aid to Localities
$1,607.2
5%



Resource Changes for FY 2010 (Caboose Bill)

The adopted budget includes a reduction of $1.3 billion in general fund resources
available for appropriation in the current biennium (below the amount assumed in Chapter 781
of the 2009 Acts of Assembly). This amount includes: (1) a reduction in balances available of
$122.8 million, (2) a net reduction in the general fund revenue forecast of $1, 273.4 million, and
(3) an addition in transfers of $127.8 million. This reduction is partially offset by a withdrawal
from the Revenue Stabilization Fund (RDF) of $293.4 million, leaving a net reduction in general
fund resources of $975.0 million to be addressed in the adopted budget.

Combined resource and spending adjustments result in a balance of $132.2 million to be
carried forward into the next biennium, as a beginning balance in HB 30.

Reduction in General Fund Resources
Available for Appropriation FY 2010

($ in millions)

Chapter Revised

781 Amount Difference
Beginning Balance & Adjustments $622.5 $499.7 ($122.8)
Official Revenue Estimate 15,262.0 13,988.6 (1,273.4)
Transfers 441.8 569.6 127.8
GF Resources Available for Appropriation $16,326.3 $15,057.9 ($1,268.4)
Plus: Withdrawal from Rainy Day Fund 293.4
Net Change in Resources Available (975.0)
HB 29 Carry Forward Balance $132.2

Changes in the Balance

HB 29, as adopted, contains a net reduction of $122.8 million in the balance that is
available to apply toward FY 2010 expenditures. Balance adjustments reflect a routine technical
restatement of the Comptroller’s year-end report and account for the disposition of FY 2009
unspent agency appropriations (carryforward balances).

Most agency balances already were anticipated in Chapter 781. However, HB 29 reflects
an additional $68.1 million of balances that were identified in the Governor's September 2009
Budget Reduction Plan, reallocates $77.4 million of discretionary balances to agencies ($23.5
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million of which represents agency pledges toward budget reductions) and returns $115.3
million of balances that are mandated through Appropriation Act language.

Adjustments to Balance
($ in millions)
FY 2010

Comptroller’s Unreserved GF Balance at 6,/30/2009 $161.0
Less: Balance Anticipated in Chapter 781 138.6
FY 2009 Remaining Balance $22.4
Changes to Balance:

Add FY 10 payroll reserve 86.5
Natural Disaster match authorized (14.6)
Reappropriation of mandatory operating balances (115.3)
Reappropriation of discretionary operating balances (77 .4)
Reappropriation of central account capital outlay (10.3)
Reappropriation of capital outlay planning fund (12.1)
Revert capital project/capital reserve funds 25
Unfilled judgeships 0.8
Miscellaneous technical (5.3)
Total ($122.8)

Changes in Revenue

FY 2009 ended with a general fund revenue shortfall of $298.8 million. The largest
component of the shortfall was $162.4 million from a 17.1 percent increase in individual income
tax refunds, indicating an overpayment of estimated income taxes throughout the year as the
economy deteriorated.

The ripple effect of this reduction in the revenue base, along with continuing
deterioration in employment and stagnant wage growth, resulted in a $1.5 billion revenue
reduction through the combined August 2009 interim reforecast and subsequent December
adjustments. Revenues are projected to decline by 4.3 percent on an “economic” basis (excludes
impact of one-time tax amnesty and sales tax remittance revenue collections), following a 7.9
percent “economic” decline in FY 2009.

Chapter 781 revenues reflected action taken by the 2009 General Assembly to
permanently change the sales tax remittance schedule for large retailers. The adopted budget



repeals the 2009 action and replaces it with a sales tax acceleration. By accelerating the sales tax
collection in June 2009 for merchants with $1.0 million or more of annual sales, using the same
process employed in the 2001 recession whereby merchants remit 90 percent of their prior June
sales tax liability early, an additional $144.0 million would be generated. In total, $227.7 million
in one-time revenue gains would be generated by the accelerated collection, with $83.7 million
already reflected in Chapter 781. Language in HB 30 states the intent that the acceleration be
phased out over time, starting in FY 2013.

Chapter 781 assumed net GF collections from the Tax Amnesty program authorized by
the 2009 General Assembly of $38.0 million. The adopted budget includes an additional $64.1
million, for total Amnesty collections of $102.1 million. HB 29 also increases revenue by $17.7
million to reflect the retention by the general fund of interest earned on all NGF accounts where
the diversion is not precluded by the Constitution or federal law. (Chapter 781 already retains
$12.0 million of NGF interest in FY 2010).

Finally, the adopted budget advances the date for conformity with federal tax law to
January 22, 2010, with the exclusion of the federal cancellation of debt (COD) and high yield
interest provisions which would have reduced FY 2010 revenue by $99.4 million. Language in
the adopted budget gives companies the option of recognizing COD income in equal amounts
over fiscal years 2010, 2011, and 2012. Remaining federal tax law changes reduce revenue by
$15.0 million, with major provisions being a temporary increase in the earned income tax credit
and a sales tax deduction for purchase of new cars, light trucks, motorcycles and motor homes.
Finally, donations for Haiti relief are allowed to be claimed on 2009 tax returns.

Adjustments to Revenue
($ in millions)
FY 2010
August Interim Forecast ($1,182.6)
December “economic” adjustments (340.0)
2010 Session adjustments 86.1
Accelerate sales tax collections in June, 2010 144.0
Additional funds from Tax Amnesty 64.1
Divert interest on NGF accounts 17.7
Sale of surplus property and helicopter 6.6
Revised estimate of Clerk’s excess fees 1.6
Advance federal tax conformity date to 1/22/10 (15.0)
Fed Conformity - COD income cash flow (49.0)
Federal military spouse legislation (pre-emption) (14.9)
Dominion Power Rebate 7.1
Miscellaneous other (0.9)
Total ($1,273.4)




Changes in GF Revenue by Source

($ in millions)

FY 2010
Gross Individual Income Tax ($853.7)
Refunds (220.0)
Corporate (0.4)
Sales Tax (114.4)
Other Revenue (84.9)
Total Changes ($1,273.4)

After accounting for both “economic” revenue changes and policy adjustments, GF
revenues are projected to decline by 2.3 percent in FY 2010.

Changes in Transfers

HB 29, as adopted, includes additional transfers of $127.8 million, most of which were
identified in the Governor's September 2009 Budget Reduction Plan.

Changes in Transfers
($ in millions)

FY 2010
Suspend 4t qtr VRS employer contribution (NGF) $28.6
Delay VRS employee contribution until July (NGF) 12.7
NGF operating balances targeted in September plan 21.3
Dept. of Aviation balances 2.0
DEQ - WQIF balance 3.6
DCR - WQIF balance 6.2
Replace Fire Programs Fund balance with credit line 26.0
Replace Court Tech. Fund balance with credit line 9.0
NGEF cash balances identified in September plan 14.5
Drug Assessment and Treatment Fund 2.0
Withdraw DMV Uninsured Motorist funds for Real ID 3.2




Changes in Transfers (cont'd)
($ in millions)

FY 2010
DMV Real ID balance 52
Increase Trauma Center Fund transfer 1.0
1-day employee furlough (NGF) 9.3
e-VA savings 2.8
VITA operating efficiencies 0.5
Fed conformity sales tax deduction repaid from TTF 6.2
ABC 2 percent mark-up (Effective February 2010) 1.7
Miscellaneous other 25
Technical adjustments:
Y4 percent sales tax to K-12 (lower growth) (24.0)
ABC profits forecast update 3.5
Sales tax transfer to Game Fund (lower growth) 2.0
Sales tax compliance recovery (lower growth) (0.9
Reverse Tobacco Settlement Fund transfer/ ARRA use (7.3)
Reverse duplicate NGF transfer (2.7)
Reverse NGF transfer-Governor’s veto (1.1)
Total Changes $127.8

Nongeneral Fund Fee

The adopted budget increases the current $10.00 GF fee on deeds recorded to $20.00, with
the additional $10.00 being deposited in the NGF Virginia Natural Resources Commitment
Fund for the agricultural best management practices cost sharing program. The language
authorizing this fee is included in Part 4 of the budget.



HB 30 Resources

The adopted 2010-12 budget includes $31.4 billion in general fund resources available for
appropriation.

General Fund Resources Available for Appropriation
(2010-12 biennium, $ in millions)

Beginning Balance $132.2
Adjustments to the Balance 523.1
Official GF Revenue Estimate 29,886.6
Transfers 859.1
GF Resources Available for Appropriation $31,401.0

Available Balance

The adopted budget includes $132.2 million as a projected unspent balance at the end of
the 2008-10 biennium. Major balance adjustments relate to savings from VRS rates paid for
state-funded employees, conversion of the Retiree Health Care Credit to pay-as-you-go, and
premium holidays for the group life insurance and sickness and disability programs (details on
these changes are contained in Central Accounts).

Balance Adjustments in HB 30
(2010-12 biennium, $ in millions)
Intergovernmental Cash Management Act ($1.0)
2009 Special Session Relief Bill (0.5)
Judicial balances 4.6
Judicial turnover/vacancy; freeze judicial openings 10.5
Legislative agency balances 5.4
VRS “Normal” cost plus partial accrued liability 333.2
HB 1189 new employee retirement savings 6.3
Group Life Premium Holiday 53.0
Sickness and Disability Program Premium Holiday 41.6
Retiree Health Care Credit (pay as you go) 70.0
Total $523.1




GF Revenue Estimate

The HB 30 revenue estimate reflects the ripple effect of the FY 2010 $1.4 billion reduction
in the revenue base, along with anticipated “economic” growth of about 5.4 percent in FY 2011
and 5.2 percent in FY 2012 (economic growth rate adjusts for one-time tax amnesty and sales tax
acceleration revenue in the FY 2010 base).

Projected “economic-based” revenues of $14,447.1 million in the first year and $15,192.1
million in the second year are roughly $1.9 billion per year below the amount anticipated in
December 2008, but would exceed projected FY 2010 “economic-based” collections by roughly
$743.0 million in FY 2011 and $1.5 billion in FY 2012.

Growth rates are based on the Global Insight Standard forecast which assumes that
employment will bottom out in the first half of calendar year 2010 and the recovery will be a
prolonged U-shaped recovery rather than a V-shaped recovery due to lackluster consumer
demand.

Economic Variables Assumed In Forecast

Percent Growth Over Prior Year
(December Forecast)

FY 2011 FY 2012
VA National VA National
Employment 1.1% 1.0% 2.1% 2.3%
Personal Income 3.0% 3.8% 3.7% 4.6%
Avg Wages & Salaries  1.9% 2.5% 1.6% 2.0%
Wages & Salaries 3.0% 3.5% 3.7% 4.4%

HB 30 includes miscellaneous revenue adjustments that add $29.3 million. Policy
adjustments add another $110.2 million in the first year and $107.7 million in the second year.
All adjustments are detailed in the table below.

The combined total for “economic-based” revenue, policy adjustments and miscellaneous
adjustments is $29.9 billion in biennial revenues as follows:



Forecast of General Fund Revenues

Projected Growth
(2010-12 biennium, $ in millions)

FY 2011 9% Growth FY 2012 9% Growth

Net Individual $9,607.7 72% $10,146.4 5.6%

Corporate 772.9 6.8% 828.5 7.2%

Sales 2,880.8 (5.3)% 2,974.2 3.2%

Insurance 2744 13.2% 291.4 6.2%

Recordation 314.0 5.0% 314.0 0.0%

All Other 733.7 1.9% 748.6 2.0%

Total Revenues $14,583.5 4.3%  $15,303.1 4.9%

Miscellaneous and Tax Policy Adjustments in
HB 30, as Adopted
(2010-12 biennium, $ in millions)

Eliminate sales tax dealer discount for electronic filers $98.2
Federal domestic production income subtraction (6% both years) 20.0
Fed Conformity - Cancellation of Debt Income cash flow 49.0
2/3rds of Clerk’s “excess” fees: Increment from revised est. 6.1
Direct deposit of District Court fees 8.8
SB 329 Court Fee increases (GF) 20.0
Brunswick prison property sale 20.0
Property sale - Hampton VSDB 2.5
Retain interest on NGF accounts ($24.0 million is in base forecast) 47.6
Federal military spouse legislation (pre-emption) (19.8)
Major Business Facility Job Tax Credit (lower threshold) (2.6)
Motion Picture Tax Credit (2.5)
Increase refund of Retaliatory Tax Credit (0.8)
Increase certain criminal penalty fees 1.3
Miscellaneous other (0.6)
Total $247.2




The adopted budget eliminates the sales tax dealer discount for larger retailers that are
required to file returns electronically. Smaller retailers would continue to be allowed a discount
ranging from 0.8 percent to 1.6 percent, depending on monthly sales volume. Language
expresses the intent that the elimination of the dealer discount is temporary in nature.

The date for conformity with federal tax law was advanced to January 22, 2010, in HB 29,
with the exclusion of the federal cancellation of debt (COD) and high yield interest provisions
which would have reduced FY 2010 revenue by $99.4 million. Language in the adopted budget
gives companies the option of recognizing COD income in equal amounts over fiscal years 2010,
2011, and 2012. Federal provisions under the American Recovery and Reinvestment Act to
provide a temporary increase in the earned income tax credit and deduction of sales tax on new
vehicle purchases would be allowed to flow through to Virginia tax returns for tax year 2009 but
would be discontinued in tax year 2010. Finally, a domestic production income subtraction
would be continued in tax year 2010 and tax year 2011 at the current level of six percent.

Transfers

Transfers to the general fund increase available resources by $859.1 million. The largest
transfer is $424.7 million from the Local Real Estate/SOQ Fund for public education to reflect
the 1/4 percent sales tax enacted in 2004. Other customary transfers include ABC profits of
$95.5 million for the biennium, reflecting increased operating revenues from up to twenty new
stores and $8.0 million from an anticipated 2 percent increase in the ABC mark-up. An
additional $130.8 million of ABC profits and $19.8 million of wine tax profits are dedicated to
DBHDS substance abuse programs.

Transfers in HB 30
(2010-12 biennium, $ in millions)
1/4 cent Sales Tax - Local Real Estate/SOQ Fund $424.7
ABC/Wine to Dept. MHMRSAS for Substance Abuse 150.6
ABC Profits ($8.0 million from 2 percent increase in mark-up) 95.5
ABC operating efficiencies 3.2
ABC contribution to state overhead costs 1.6
Un-refunded Marine Fuels Tax 14.8
Sales Tax Compliance and NGF indirect costs 27.4
Increased interest earnings on NGF accounts 33.9
Uninsured Motorists Funds (including Real ID pull-back) 14.8
Court Debt Collections 9.2
VITA operating efficiencies 2.0
IDEA Fund 13.0
Trauma Center Fund 49




Transfers in HB 30 (cont’d)

(2010-12 biennium, $ in millions)

Balance from $50 increase in Driver’s License Reinstatement Fee
(after reimbursing Trauma Center Fund )

Balance from $2 increase in Vehicle Registration Fee (after funding
Med Flight operations)

Balance from $10 increase in Internet Crime Against Children
convictions (after funding specified prevention programs)

State Insurance Reserve Fund balance

State Corporation Commission unobligated balances

Land Preservation Credit Management fees

Reversion of Planning Projects Fund balance

Transfer Sales Tax to Game Protection Fund

Transfer to Children’s Health Program

NGEF cash balances identified in agency savings plans

NGF savings from reduced Deferred Compensation match in 1st yr

Savings from using lowered VRS/VSDP/health care credit rates

Savings from new hire contribution of 5% to VRS/ORP

Miscellaneous Other

Total

$13.2

21.0

54

44
20.0
12
46
(27.2)
(28.2)
12.9
35
8.6
12.5
11.5

$859.1
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Nongeneral Fund Fees

HB 30 includes NGF fee increases as shown below:

NGEF Fees in HB 30

(2010-12 biennium, $ in millions)

$10.00 increase in Deed Recording Fee (enacted in HB 29)
Deposited to Natural Resources Commitment Fund used for
Agricultural best management practices

$50.00 increase in Driver’s License Reinstatement Fee, used to
restore Trauma Center Fund; balance deposited to GF.

$2.00 increase in Vehicle Registration Fee dedicated to Special
Emergency Medical Services Fund used to fund State Police
Med Flight operations; balance deposited to GF.

$10.00 increase in Internet Crimes Against Children
convictions, used to fund specified prevention programs;
balance deposited to GF

$1.00 per mile-per-hour increase in speeding fine

Variable fee increases for Restaurant, hotel, campground

permits and plan review/well and sewer fees

DEQ permit fee increases to partially cover direct permit costs

Agricultural food inspection fees for direct costs

Labor & Industry Apprenticeship Program fee for direct costs

Mines/Minerals Gas & Oil Well Permit/Mine Safety Fees for
direct costs

$9.1/FY 11
$9.1/FY 12

$9.0/FY 11
$9.0/FY 12

$12.6/FY 11
$12.6/FY 12

$4.5/FY 11
$4.5/FY 12

$3.6/FY 11
$3.6/FY 12

$3.8/FY 11
$3.8/FY 12

$2.5/FY 11
$2.5/FY 12

$0.5/FY 11
$0.5/FY 12

$0.3/FY 11
$0.3/FY 12

$0.4/FY 11
$0.4/FY 12
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Legislative

There are no changes in the budget, as adopted, for fiscal year 2010 for the Legislative
Department, when compared to Chapter 781 of the 2009 Acts of Assembly.

The budget, as adopted, for the 2010-12 biennium includes two technical changes from
Chapter 781 of the 2009 Acts of Assembly: (1) the distribution of budget reductions and other
amounts from central appropriations, and (2) a reduction in federal funds for the Commission
on the Virginia Alcohol Safety Action Program (VASAP) to reflect more accurately the agency’s
estimate of anticipated federal funds. The budget, as adopted, includes $69.1 million each year
from the general fund and $3.6 million from nongeneral funds, and 609 positions from all funds,
for the agencies in the Legislative Department.

HB 29 (Chapter 872)

J Legislative Department

- No changes. There are no changes in the Legislative Department in HB 29 for
fiscal year 2010.

HB 30 (Chapter 874)

o Joint Commission on Health Care

- Budget Reduction. Includes a reduction of $20,000 the first year and $25,000 the
second year from the general fund.

J Virginia Commission on Youth

- Budget Reduction. Includes a reduction of $10,000 each year from the general
fund.

. Virginia State Crime Commission

- Budget Reduction. Includes a reduction of $20,000 the first year and $25,000 the
second year from the general fund.

J Virginia Sesquicentennial of the American Civil War Commission

- Budget Reduction. Includes a reduction of $169,741 each year from the general
fund.

J Virginia Commission on Energy and Environment

- Budget Reduction. Adds $15,975 the first year from the general fund for per diems
for expenses of the commission.
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Joint Legislative Audit and Review Commission

Oversight of VITA. Includes language directing the commission to provide
ongoing oversight of Virginia’s information technology outsourcing arrangement
using the same model currently utilized by JLARC for ongoing review of the
Virginia Retirement System.

Oversight of TICR. Includes language directing the commission to evaluate and
report on the performance of the Tobacco Indemnification and Community
Revitalization Commission (TICR), with a final report by June 30, 2011.

Virginia Commission on Intergovernmental Cooperation

Organizational Dues. Reduces the payment of dues for certain interstate
organizations by $58,157 each year from the general fund, thereby assuming dues
payments each year of no more than $197,957 for the National Conference of State
Legislatures, $146,035 for the Council of State Governments, and $179,424 for the
Southern Regional Education Board.

Legislative Department Reversion Clearing Account

House of Delegates Budget Reductions. Reverts savings of $500,000 each year
from the general fund from the Clerk of the House of Delegates.

Senate Budget Reductions. Reverts savings of $276,000 each year from the general
fund from the Clerk of the Senate.

Other Legislative Agency Reductions. Authorizes the reversion of budget savings
totaling $1.9 million each year from the general fund from other legislative
agencies, including $1.3 million each year from the Auditor of Public Accounts,
$200,000 each year from the Division of Legislative Automated Systems, $250,000
each year from the Joint Legislative Audit and Review Commission, and $210,366
each year from the Division of Legislative Services.
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Judicial

The budget, as adopted, for the Judicial Department for FY 2010 includes one change
when compared to Chapter 781 of the 2009 Acts of Assembly (the appropriation act for the 2008-
10 biennium), which is an increase of $300,000 for the Involuntary Mental Commitment Fund.

The adopted budget for the 2010-12 biennium results in a net decrease of $13.5 million
from the general fund (1.6 percent below Chapter 781 of the 2009 Acts of Assembly). Of this net
reduction, $5.8 million represents the distribution of the reductions from central appropriations
which were included in Chapter 781. The changes include: a reduction of $3.5 million each year
from the Criminal Fund to reflect the expectation that the Commonwealth’s Attorneys will not
seek jail time for minor misdemeanor offenses; an increase of $150,000 each year for involuntary
mental commitments; a reduction of $100,000 each year in support for legal aid; increased
operating expenses for the State Board of Bar Examiners; and, reduced operating expenses for
the Virginia State Bar. In addition, language is included directing that all vacant Circuit and
District judgeships be frozen from February 15, 2010, through June 30, 2012, with the
corresponding generation of additional general fund balances from position vacancy savings.
The 2010-12 biennial budget, as adopted, for the Judicial Department includes $800.5 million
from the general fund, $64.5 million from nongeneral funds, and 3,290.7 positions from all
funds.

HB 29 (Chapter 872)

J Supreme Court of Virginia

— Direct Deposit of State Revenues. Includes language requiring the direct deposit
of state revenues with the Treasurer of Virginia, as recommended by the Auditor
of Public Accounts, for the General District Courts, Juvenile and Domestic
Relations District Courts, Combined District Courts, and the Magistrate System,
thereby increasing general fund deposits by $0.8 million in fiscal year 2010. There
is a companion amendment to the Department of Accounts.

° District Courts

- Involuntary Mental Commitment Fund. Includes $300,000 from the general fund
for the cost of involuntary mental commitments in fiscal year 2010.

- Judicial Vacancies. Includes language reducing the number of authorized circuit
or district judges by the number retiring, dying or resigning, for any circuit or
district court judgeship which is vacant or becomes vacant on or after February 15,
2010, effective upon the resignation, death or retirement date of each such judge,
thereby generating a reversion of savings to the general fund of $750,000 in fiscal
year 2010 from deferring the replacement of vacant judgeships. A companion
amendment to HB 30 extends this provision through June 30, 2012.
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HB 30 (Chapter 874)

J Supreme Court of Virginia

- Direct Deposit of State Revenues. Includes language requiring the direct deposit
of state revenues with the Treasurer of Virginia, as recommended by the Auditor
of Public Accounts, for the General District Courts, Juvenile and Domestic
Relations District Courts, Combined District Courts, and the Magistrate System,
thereby increasing general fund deposits by $4.4 million each year. There is a
companion amendment to the Department of Accounts.

- Drug Courts. Includes language directing that no funds used to support drug
court programs shall be provided to programs that serve first-time substance
abuse offenders only or do not include probation violators. However, this
restriction would not apply to juvenile drug courts. This is one of a series of
recommendations of the Task Force on Alternatives for Non-Violent Offenders.

° Circuit Courts

- Courthouse Improvements. Includes language directing that court-ordered
changes or improvements in court facilities shall be delayed until June 30, 2012, at
the request of the local governing body in which the court is located. There is an
exception for facilities that were subject to litigation on or before November 30,
2008. This language was included in the 2009 appropriation act.

- Sentencing Revocation Reports. Adds language requiring sentencing revocation
worksheets in all probation revocation and sentence suspension revocation cases
in which the defendant is under the direct supervision of the district probation
office. The intent of this language is to reduce the number of technical probation
violators sentenced to incarceration during a time of extremely limited resources.

o General District Courts

- Involuntary Mental Commitments. Provides $150,000 each year from the general
fund for the Involuntary Mental Commitment Fund.

- Jail Time for Misdemeanants. Includes language directing the Committee on
District Courts, in consultation with the Virginia Association of Commonwealth’s
Attorneys and the Indigent Defense Commission, to develop policies and
procedures to reduce the number of misdemeanor charges for which the
Commonwealth will seek jail time as a punishment, thereby reducing
expenditures through the Criminal Fund for court-appointed counsel or for public
defenders. Associated with this language is a reduction in the Criminal Fund of
$3.5 million each year from the general fund to reflect the appointment of fewer
attorneys to represent defendants charged with less serious misdemeanors, for
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whom the prosecution will not seek a jail term. The language requires a report on
the implementation of these changes by October 30, 2010.

Board of Bar Examiners

Increased Operating Expenses. Provides $81,970 the first year and $81,115 the
second year in nongeneral funds from bar examination fees for increased
operating expenses. These increased expenses include office space rental, the cost
of renting the Roanoke Civic Center for bar examinations, fees charged to
administer the Multistate Bar Examination, employee leave payouts, conversion of
one wage employee to full-time status, and a high-density mobile filing system.

Virginia State Bar

Legal Aid. Reduces funding to the Virginia Legal Services Corporation by
$100,000 each year from the general fund.

Office Expenses. Reduces funding for printing, postage and rental costs by
$112,828 each year from nongeneral funds.

Judicial Department Reversion Clearing Account

Judicial Vacancies. Includes language reducing the number of authorized circuit
or district judges by the number retiring, dying or resigning, for any circuit or
district court judgeship which is vacant or becomes vacant on or after February 15,
2010, through June 30, 2012, effective upon the resignation, death or retirement
date of each such judge, thereby generating a reversion of savings to the general
fund totaling $3.9 million in fiscal year 2011 and $6.5 million in fiscal year 2012
from deferring the replacement of vacant judgeships.

Other Judicial Reductions. Includes reversions to the general fund totaling $2.3
million each year from savings generated by other judicial agencies.
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Executive

The only changes in the budget, as adopted, for fiscal year 2010 for the Executive Offices,
compared to Chapter 781 of the 2009 Acts of Assembly (the appropriation act for the 2008-10
biennium) include the distribution of the Governor’s September 2009 reductions in agency
budgets and the capture of additional general fund balances.

The budget, as adopted, for the 2010-12 biennium results in a decrease of $1.5 million
from the general fund (or 2.8 percent below Chapter 781 of the 2009 Acts of Assembly). With
these changes, the biennial budget for the Executive Offices includes $53.2 million from the
general fund, $37.7 million from nongeneral funds, and 414.5 positions from all funds.

HB 29 (Chapter 872)

. Office of the Governor

— Governor’s September 2009 Budget Reductions. Includes savings of $659,658 in FY
2010 from the general fund to implement the September 2009 budget reductions.

- General Fund Balances. Captures additional savings of $659,658 in FY 2010 from
general fund balances.

° Office of the Lieutenant Governor

- Governor’s September 2009 Budget Reductions. Includes savings of $17,857 in FY
2010 from the general fund to implement the September 2009 budget reductions.

J Attorney General and Department of Law

- Governor’s September 2009 Budget Reductions. Includes savings of $919,496 in FY
2010 from the general fund to implement the September 2009 budget reductions.

J Interstate Organization Contributions

- Governor’s September 2009 Budget Reductions. Includes savings of $12,500 in FY
2010 from the general fund to implement the September 2009 budget reductions.

HB 30 (Chapter 874)

° Office of the Governor

- Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009, in which the combined reductions for the
Governor’s Office and the Cabinet were reflected in the Governor’s Office. The
budget, as introduced, properly allocates these reductions by reducing the
amounts in the Cabinet with an offsetting increase in the Governor’s Office. The
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net impact on the Governor’s Office is a reduction of $167,498 from the general
fund and 2 positions each year.

- Senior Advisor for Workforce Development. Eliminates $182,075 NGF each year
for the Senior Advisor for Workforce Development, established by Chapters 696
and 751 of the 2006 Acts of Assembly. The source of the nongeneral funds is the
administrative support allocation of the federal Workforce Investment Act grant.

- Other Staff Positions. Eliminates $82,134 from the general fund for two staff
positions.

Office of the Lieutenant Governor

- Discretionary Expenses. Includes a reduction of $17,857 each year from the
general fund in routine office expenses.

Attorney General and Department of Law

- Hiring Freeze. Includes savings of $360,000 each year from the general fund by
capturing turnover and vacancy and reducing four additional positions.

- One-Day Furlough. Includes savings of $64,000 the first year from the general
fund by requiring all employees to take one day off without pay in May 2010.

- Shift Positions to Medicaid Fraud Control. Supplants $448,280 each year from the
general fund with nongeneral funds by shifting five general fund positions to the
Medicaid fraud control unit to address increased workload.

- Utilize Other Nongeneral Funds. Supplants $100,000 each year from the general
fund with other nongeneral funds.

- Medicaid Fraud Control Unit. Adds $1.3 million each year in federal funds to
increase the unit’s efforts to investigate Medicaid fraud.

Division of Debt Collection

— Additional Nongeneral Funds. Provides $59,415 each year from nongeneral funds
to fully fund the division’s staff to address increased workload.

- Improved Debt Collection Techniques. Provides $20,000 each year from
nongeneral funds to acquire new computer software to increase collections.

Secretary of the Commonwealth

- Consolidate Support Services. Includes savings of $61,016 each year from the
general fund by eliminating a staff position. This is one of a series of actions to
consolidate support positions in the Cabinet.
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Office of Commonwealth Preparedness

— Consolidate Support Services. Includes savings of $61,016 each year from the
general fund by eliminating a staff position. This is one of a series of actions to
consolidate support positions in the Cabinet.

Interstate Organization Contributions

- Membership Dues. Includes a savings of $12,500 each year from the general fund
to reflect a decrease in the annual dues payment to the National Governors’
Association.
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Administration

The adopted amendments for the Office of Administration for FY 2010 include a net
decrease of $163.2 million in general funds and a net increase of $113.0 million nongeneral fund
compared to Chapter 781 of the 2009 Acts of Assembly, resulting in a 24 percent decrease in
general funds for the office.

Over 95 percent of the reductions in FY 2010 are within the Compensation Board, with
the majority of the reduction coming from supplanting $109.5 million general fund support for
sheriffs’ offices with federal stimulus funds. Other significant FY 2010 savings within the
Compensation Board include $30.4 million in across-the-board reductions for constitutional
officers included in the Governor's September 2009 Budget Reduction Plan and $7.8 million in
savings from deferring the FY 2010 4th quarter payments for retirement and group life insurance
for employees of constitutional offices.

The adopted amendments for the Office of Administration for the 2010-12 biennium
include a net decrease of $114.5 million in general funds and a net increase of $115.4 million
nongeneral fund, compared to the Chapter 781 base. The General Assembly rejected a proposal
to transfer the Compensation Board to the Public Safety Secretariat.

Significant actions for the 2010-12 biennium include the restoration of $174.5 million for
locally elected constitutional officers funded through the Compensation Board and the transfer
of funding for public television and radio grants from the Secretary of Administration to the
Secretary of Education and Workforce. The significant increase in the NGF appropriation is due

to a $120.0 million increase in the appropriation for the Local Choice health insurance program.

HB 29 (Chapter 872)

J Secretary of Administration

- Governor’s September 2009 Budget Reductions. Includes for FY 2010 savings of
$572,525 GF from a 10 percent reduction in the grants to Virginia's public
television and radio stations.

. Compensation Board

- Supplant Sheriffs” General Fund Support with Federal Stimulus Funds. Supplants
$109.5 million GF appropriated for sheriffs” offices with federal stimulus funds in
FY 2010.

- Governor’s September 2009 Budget Reductions. Includes savings of $30.6 million
GF in FY 2010 reflecting actions included in the Governor’s September 2009
budget reduction plan. The bulk of these savings - $30.4 million GF - are from
across-the-board reductions of 5 percent for sheriffs and Commonwealth’s
attorneys and 15 percent for all other Constitutional offices. In addition, the
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budget reduction plan assumes one-time revenues of $7.0 million from
transferring funds from the circuit court clerks” Technology Trust Fund to the
general fund and establishing a line of credit for the technology fund’s expenses.

Reduce State Support for Retirement and Group Life Insurance. Assumes savings
of $7.8 million GF in FY 2010 from eliminating funding for the 4t quarter
retirement and group life insurance payments for employees in the Constitutional
offices. This proposal is consistent with the September 2009 budget reduction
plan’s suspension of 4t quarter payments to the Virginia Retirement System for
these benefits for state employees.

Reduce Funding for Jail Per Diem Payments. Reduces the payments for jail per
diems by $3.6 million GF in FY 2010 and includes language decreasing jail per
diem rates for all offenders housed in local and regional jails on or after March 1,
2010. The rates for local responsible inmates are reduced from $8 to $4 per day
and the rates for state responsible inmates are reduced from $14 to $12 per day.

Adjust Funding Due to Delays in Opening New Jails. Reflects $2.4 million in GF
savings in FY 2010 from additional delays in opening new jail beds at the
Riverside Regional and Loudon County jails.

Eliminate One Day of State Funding for State Supported Local Employees.
Includes savings of $2.2 million GF from eliminating funding for one day of salary
for Constitutional officers and state-supported local employees funded by the
Compensation Board. This amendment treats the Constitutional officers and
state-supported local employees similarly to state employees for whom a one-day
furlough was included as part of the September 2009 budget reduction plan.

Supplant General Fund Support for Dispatchers with E-911 Funding. Supplants
$2.0 million GF in funding for local law enforcement dispatchers with $2.0 million
in E-911 funds.

Transfer Surplus Technology Trust Fund Balance. Reflects the transfer of an
additional $2.0 million from the circuit court clerks Technology Trust Fund. This
is in addition to the $7.0 million transfer assumed in the September 2009 budget
reduction plan.

Adjust Revenue Estimate for Excess Court Fees. Assumes an additional $1.6
million in revenue will be captured from the state share of excess court fees
collected by circuit court clerks.

Department of Employment Dispute Resolution

Governor’s September 2009 Budget Reductions. Includes savings of $137,293 GF in
FY 2010 to reflect actions taken as part of the September 2009 budget reductions.
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- Reduce Discretionary Expenses and Grievance Services. Captures savings of
$27,681 GF from a reduction in the hours for part-time employees who process
grievances and a reduction in expenditures for continuing education for
employees.

Department of General Services

- Governor’s September 2009 Budget Reductions. Includes savings of $2.6 million
GF in FY 2010 to reflect actions taken as part of the September 2009 budget
reductions. These actions include a reduction of 8 FTEs with 6 potential layoffs.

- Supplant General Fund Support for Cost Reviewer Position. Captures savings of
$80,000 GF from a proposal to charge agencies for work performed by one capital
outlay cost reviewer. The $80,000 represents savings for half a year.

Department of Human Resources Management

- Governor’s September 2009 Budget Reductions. Includes savings of $511,053 GF in
FY 2010 to reflect actions taken as part of the September 2009 budget reductions.
In addition, the plan assumes $63,095 in revenue transfers from the Training and
Forms Recovery Fund. Actions within the agency include a reduction of 6 FTEs
with 5 potential layoffs.

Human Rights Council

- Governor’s September 2009 Budget Reductions. Includes savings of $10,705 GF in
FY 2010 to reflect actions taken as part of the September 2009 budget reductions.

— Funding for Unanticipated Cost Increases. Provides $37,328 GF to cover cost
overruns at the Human Rights Council.

Department of Minority Business Enterprise

— Reversion of General Fund Balances. Reverts $191,820 in general fund balances
from the Department of Minority Business Enterprise. This amount includes a
reversion of $95,910 in general fund balances that was assumed as part of the
September budget reduction plan.

State Board of Elections

— Governor’s September 2009 Budget Reductions. Includes savings of $1.1 million
GF in FY 2010 to reflect actions taken as part of the September 2009 budget
reductions. The majority of the savings, $739,267 GF, is realized through a 10
percent reduction in payments to localities for general registrars and electoral
board members salaries and travel expenses.
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Restore Funding for May Elections. Restores $80,000 GF to cover the costs of local
elections held in May.

HB 30 (Chapter 874)

Secretary of Administration

Reduce Funding for Grants to Public Broadcasting. Includes a reduction of 15
percent, $858,101 in both FY 2011 and 2012, in the grants to public television and
radio stations.

Transfer Funding for Public Broadcasting Grants to the Secretary of Education
and Workforce. Transfers the remaining funding for grants to Virginia’s public
television and radio stations, $4.9 million general funds in both FY 2011 and 2012,
from the Secretary of Administration to the Secretary of Education and Workforce.

Distribute October 2008 Budget Reductions. Reduces funding by $155,838 GF
each year of the 2010-12 biennium and 1 position to distribute reductions to the
Governor’s Office in Item 54.04 of Chapter 781.

Consolidate Support Staff in the Cabinet. Reduces funding by $73,558 GF over
the 2010-12 biennium from eliminating a support staff position.

Compensation Board

Transfer the Compensation Board from the Office of Administration to the Public
Safety Secretariat. The General Assembly rejected a proposal to transfer the
Compensation Board from the Office of Administration to the Public Safety
Secretariat.

Summary of Reductions to Constitutional Officers. The adopted budget for the
Compensation Board includes a reduction of $78.5 million for the biennium (or 6.2
percent below the base budget), including reductions of $8.3 million GF for
sheriffs and regional jails, $45.9 million GF for payment levels for jail per diems,
$3.2 million GF for local Finance Directors, $6.0 million GF for Commissioners of
the Revenue, $8.0 million GF for local Treasurers, $4.5 million for local
Commonwealth’s Attorneys, $1.2 million for Circuit Court Clerks, and $2.2 million
GF for Compensation Board administration.

Sheriffs and Regional Jails

Summary for Sheriffs and Regional Jails. Provides $49.2 million GF in FY 2011
and $49.4 million GF in FY 2012 to restore reductions proposed in the introduced
budget. After providing these restorations, there is a net increase in funding for
sheriffs and regional jails of $2.1 million GF in FY 2011 and a net decrease of $10.4
million GF in FY 2012.
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Law Enforcement Deputies. Provides $12.6 million GF in FY 2011 and $12.1
million GF in FY 2012 to restore law enforcement deputy sheriff positions at a ratio
of one deputy per 1,500 locality population, per § 15.2-1609.1, Code of Virginia. An
additional 375 positions for sheriffs are provided in the position count table found
in paragraph B.1. of Item 67.90.

Master Deputy and Sheriffs' Career Development Programs. Provides $3.2 million
GF in both FY 2011 and FY 2012 to restore funding for those deputies and sheriffs
who were participating in the Master Deputy and Sheriffs’ career development
programs as of January 1, 2010.

Byrne Justice Assistance Grant Funds. Provides $10.0 million GF in FY 2011 and
$10.0 million GF in FY 2012 to partially restore the one-time general fund
reduction taken in fiscal year 2010 that supplanted general funds with federal
Byrne Justice Assistance Grant funds.

Jail Expansion Projects. Provides for a reduction of $515,678 GF in FY 2011 and
an increase of $239,782 GF in FY 2012 to adjust funding for the Pittsylvania and
Patrick County jail construction projects. The introduced budget bill provided
funding for the Pittsylvania County Jail’s operations beginning December 1, 2010,
but the jail’s opening has been delayed until July 1, 2011. Funding is also
provided for the Patrick County Jail expansion project’s operations, for which
funding was inadvertently withheld in the introduced bill.

Restore Other Proposed Reductions. Provides $23.9 million GF in FY 2011 and
$23.9 million GF in FY 2012 to restore selected reductions in sheriffs’ offices and
regional jails.

Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Reduces funding for sheriffs and regional jails by $4.9 million GF each year from
the net impact of eliminating the savings from the 90 day vacancy savings, a
restoration of $11.2 million each year, and a reduction of $16.0 million each year
from decreased reimbursements as a result of lower VRS contribution rates.

Per Diem Payments

Summary for Per Diem Payments. Reduces the amount appropriated for per diem
payments for maintenance of prisoners in local and regional jails by $23.1 million
GF in FY 2011 and $22.7 million GF in FY 2012.

Continuation of Per Diem Rate Changes. Includes reductions of $19.6 million in
FY 2011 and $19.3 million in FY 2012 from the continuation of changes in the rates
paid to local and regional jails for housing local-responsible and state-responsible
offenders. These rate changes reduce the amounts paid for housing local-
responsible offenders from $8 to $4 per day and the amounts paid for housing
state-responsible inmates from $14 to $12 per day.
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Jail Contract Bed Program. Achieves savings of $1.5 million GF in both FY 2011
and FY 2012 from the elimination of the Jail Contract Bed program, which the
Department of Corrections had used to place up to 500 state-responsible inmates
in local or regional jails for work release or reentry programming. In exchange for
the use of these jail beds, the department had paid double the existing rate for
housing state-responsible inmates in local facilities.

Local Directors of Finance

Summary for Local Directors of Finance. Provides $4.6 million GF in FY 2011 and
$4.6 million GF in FY 2012 to restore selected reductions for local Directors of

Finance. After these restorations there is a net decrease of $1.6 million GF in FY
2011 and $1.6 million GF in FY 2012.

Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Provides the Directors of Finance with $18,913 GF each year in additional funding
from the net impact of eliminating the savings from the 90 day vacancy savings, a
restoration of $173,846 each year, and a reduction of $154,933 each year from
decreased reimbursements as a result of lower VRS contribution rates.

Local Commissioners of the Revenue

Summary for Local Commissioners of the Revenue. Provides $8.0 million GF in FY
2011 and $8.0 million GF in FY 2012 to restore selected reductions for local
Commissioners of the Revenue. After these restorations there is a net decrease of
$3.4 million GF in FY 2011 and a $3.4 million GF in FY 2012.

Restore Other Proposed Reductions. Provides $7.5 million GF in FY 2011 and $7.5
million GF in FY 2012 to restore selected reductions for local Commissioners of the
Revenue.

Career Development Program. Provides $0.5 million GF in FY 2011 and $0.5
million GF in FY 2012 to restore funding for the Commissioners of the Revenue
career development programs.

Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Reduces funding for Commissioners of Revenue by $340,980 GF each year from
the net impact of eliminating the savings from the 90 day vacancy savings, a
restoration of $332,338 each year, and a reduction of $673,318 each year from
decreased reimbursements as a result of lower VRS contribution rates.

Local Commonwealth's Attorneys

Summary for Local Commonwealth's Attorneys. Provides $8.3 million GF in FY
2011 and $8.3 million GF in FY 2012 to restore selected reductions for local
Commonwealth's Attorneys. After these restorations there is a net decrease of $2.3
million GF in FY 2011 and $2.3 million GF in FY 2012.

25



- Restore Other Proposed Reductions. Provides $7.5 million GF in FY 2011 and $7.5
million GF in FY 2012 to restore selected reductions for local Commonwealth's
Attorneys.

- Career Development Program. Provides $0.8 million GF in FY 2011 and $0.8
million GF in FY 2012 to restore funding for the Commonwealth's Attorneys
career development programs.

— Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Provides the Commonwealth’s Attorneys with $328,783 GF each year in additional
funding from the net impact of eliminating the savings from the 90 day vacancy
savings, a restoration of $2.8 million each year, and a reduction of $2.4 million
each year from decreased reimbursements as a result of lower VRS contribution
rates.

Local Circuit Court Clerks

— Summary for Local Circuit Court Clerks. Provides $9.0 million GF in FY 2011 and
$9.0 million GF in FY 2012 to restore selected reductions for local Circuit Court
Clerks. After these restorations there is a net decrease of $577,619 GF in FY 2011
and $577,619 GF in FY 2012.

— Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Reduces funding for Circuit Court Clerks by $124,959 GF each year from the net
impact of eliminating the savings from the 90 day vacancy savings, a restoration of
$1.0 million each year, and a reduction of $1.1 million each year from decreased
reimbursements as a result of lower VRS contribution rates.

Local Treasurers

- Summary for Treasurers. Provides $7.9 million GF in FY 2011 and $7.9 million GF
in FY 2012 to restore selected reductions for local Treasurers. After these

restorations there is a net decrease of $4.1 million GF in FY 2011 and $4.1 million
GF in FY 2012.

- Restore Other Proposed Reductions. Provides $7.2 million GF in FY 2011 and $7.2
million GF in FY 2012 to restore selected reductions for local Treasurers.

— Career Development Program. Provides $0.7 million GF in FY 2011 and $0.7
million GF in FY 2012 to restore funding for the local Treasurers' career
development programs.

- Adjust Funding for VRS Rates & Elimination of 90 Day Vacancy Savings.
Reduces funding for Treasurers by $288,420 GF each year from the net impact of
eliminating the savings from the 90 day vacancy savings, a restoration of $348,965
each year, and a reduction of $673,385 each year from decreased reimbursements
as a result of lower VRS contribution rates.
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Administration

Restore Other Proposed Reductions. Provides $113,221 GF in FY 2011 and
$113,221 GF in FY 2012 to restore selected reductions for Compensation Board
administrative costs. After these restorations there is a net decrease of $1.1 million
GF in FY 2011 and $1.1 million GF in FY 2012.

Department of Employment Dispute Resolution

Merge the Department of Employment Dispute Resolution Into the Department of
Human Resources Management. The General Assembly rejected a proposal to
transfer all of the funding and staffing for the Department of Employment Dispute
Resolution into the Department of Human Resources Management. The budget
does capture $164,974 in savings each year assumed for the Department of
Employment Dispute Resolution for FY 2010 in HB 29.

Department of General Services

Transfer Funding for Personal Services from Capital Budget. Increases the
Department’s operating budget by $300,000 GF each year for professional
architectural and engineering staff. Funding for these positions is currently in the
section reserved for statewide capital projects.

Transfer Funding for Administrative Lease Fees to Agencies. Provides for the
transfer of $828,142 GF each year of the biennium from the Department of General
Services to other agencies to cover the cost of fees charged for central lease
administration.

Distribute Central Appropriations Reductions to Agency. Reflects a technical
adjustment transferring GF savings of $598,106 in FY 2011 and FY 2012 from
changes to benefit contribution rates and other centrally funded items.

Improve Efficiencies in Director’s Office. Assumes savings of $575,417 GF in FY
2011 and FY 2012 from increased efficiencies in the Director’s office. Included in
the savings estimate is the assumption that GF support for one graphics position
will be supplanted with funds from agencies who utilize the position’s services.

Supplant General Fund Support for Personnel Costs with Other Sources.
Assumes savings of $1.0 million GF in each year of the 2010-12 biennium from the
supplanting of GF personnel costs with other revenue sources. Annual savings
include $495,000 from funding purchase and supply bid tabulations positions with
purchase and supply funds, $385,000 from funding purchase and supply account
positions with nongeneral funds, and $160,000 from funding one capital outlay
cost reviewer from the appropriations of capital projects which the position
supports.
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Eliminate Certain Laboratory Services. Captures savings of $174,000 GF in each
year from eliminating refugee health screenings and milk and dairy tests that are
currently performed at the DGS lab. This proposal eliminates two positions.

Eliminate Funding for Vacant Cost Estimator Position. Includes savings of
$140,000 GF in each year by eliminating funding for a vacant cost estimator
position.

Improve Efficiency in Lab Courier Services. Assumes savings of $120,000 GF in
each year from renegotiating vendor and services by vendors to improve
efficiencies.

Reduce Funding for FICAS System. Includes a reduction of $50,000 GF in each
year for the Facility Inventory Condition and Assessment System.

Department of Human Resources Management

Continue Strategies Included in Governor’s September 2009 Budget Reductions.
Assumes savings of $594,864 GF in FY 2011 and FY 2012 from the continuation of
the savings strategies proposed in the September 2009 plan. The FY 2011 and FY
2012 savings amounts are higher than the FY 2010 amount of $511,053, because
they realize a full year of savings from the elimination of statewide training
offices.

Distribute Central Appropriations Reductions to Agency. Reflects a technical
adjustment transferring GF savings of $132,043 in each year from changes to
benefit contribution rates and other centrally funded items.

Increase the Nongeneral Fund Appropriation for the Local Choice Health
Insurance Program. Provides a $60.0 million increase in the NGF appropriation
for the Local Choice health insurance program to reflect changes in cost and
participation in the program in each year.

Eliminate the Career Center. Captures savings of $65,200 GF in FY 2011 and
$97,800 GF in FY 2012 from elimination of the Career Center at the Department of
Human Resource Management.

Human Rights Council

Governor’s September 2009 Budget Reductions. Assumes savings of $10,705 GF in
FY 2011 and FY 2012 that was originally included as part of the September 2009
budget reductions.

Capture Portion of Savings from Eliminating Chief Deputy Position. Assumes
savings of $13,787 GF in FY 2011 and FY 2012 from the elimination of the chief
deputy position at the council effective January 16, 2009. The budget assumes a
portion of the savings related to eliminating the chief deputy will be redirected to
cover increased operating costs and hire one wage position.
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Distribute Central Appropriations Reductions to Agency. Reflects technical
adjustment transferring GF savings of $8,365 in FY 2011 and FY 2012 from changes
to benefit contribution rates and other centrally funded items.

Department of Minority Business Enterprise

Eliminate Funding for Certification Support Staff. Includes savings of $63,490 GF
in FY 2012 from the elimination of a wage position within the certification unit.

Distribute Central Appropriations Reductions to Agency. Reflects a technical
adjustment transferring GF savings of $19,716 in FY 2011 and FY 2012 from
changes to benefit contribution rates and other centrally funded items.

Reduced Administrative Expenses. Includes savings of $31,970 GF in FY 2011 and
FY 2012 from reducing expenditures for travel through the increased use of
teleconferencing,.

State Board of Elections

Continue Strategies Included in Governor’s September 2009 Budget Reductions.
Assumes savings of $1.1 million GF in FY 2011 and FY 2012 from the continuation
of the savings strategies proposed in the September 2009 plan. The majority of the
savings, $739,267 GF, is realized through a 10 percent reduction in payments to
localities for general registrars and electoral board members salaries and travel
expenses.

Distribute Central Appropriations Reductions to Agency. Reflects a technical
adjustment transferring GF savings of $101,683 in FY 2011 and FY 2012 from
changes to benefit contribution rates and other centrally funded items.

Suspend Mileage Reimbursement for Electoral Board Members. Assumes GF
savings of $78,390 in FY 2011 and FY 2012 from suspending the reimbursement of
mileage expenses for electoral board members.

Reduce Federal Funding Appropriation. Reduces the federal fund appropriation
within the State Board of Elections by $5.5 million in FY 2011 and $6.1 million in
FY 2012 to reflect the depletion of federal Help America Vote Act funds.

Constitutional Amendments. Provides $440,200 GF in FY 2011 for expenses related
to placing three constitutional amendments on the ballot in November 2010.
These measures are on the ballot pursuant to SB 31, SB 362 and SB 547.

Reduce Compensation for Local Electoral Boards and Registrars. Includes an
additional reduction of $739,267 GF in FY 2011 and $739,267 GF in FY 2011 in
compensation for local electoral boards and local registrars. This brings the total
reduction to 20 percent reduction.
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Agriculture and Forestry

The general fund amendments adopted for the Agriculture and Forestry secretariat for
FY 2010 total $3.9 million and reflect the Governor’s September 2009 Budget Reduction Plan.
For the Department of Agriculture and Consumer Services (VDACS), these reductions equal 8
percent of the FY 2010 GF appropriation in Chapter 781 of the 2009 Acts of Assembly. At the
Department of Forestry, the GF reduction is 9 percent of the FY 2010 budget as adopted by the
2009 General Assembly.

The approved appropriation for Agriculture and Forestry in the FY 2010-12 biennium
totals $81.9 million GF and $86.2 million NGF, a reduction of $10.7 million GF offset by a net
increase of $2.1 million NGF compared to Chapter 781. This reflects the continuation of the
majority of the September 2009 reduction plan, as well as additional reductions totaling $2.7
million GF.

In combination, the September 2009 strategies and the reductions included in HB 30
result in the elimination of 20 positions at VDACS and eight at the Department of Forestry.

HB 29 (Chapter 872)

J Department of Agriculture and Consumer Services

- Governor’s September 2009 Budget Reductions. Includes savings of $2.3 million
GF, offset by $205,708 of NGF increases, for FY 2010 to implement the September
2009 budget reductions. The largest strategy included in that plan is the
elimination of 22 positions, 12 of which resulted in layoffs. The remaining savings
were generated by reducing discretionary expenses, as well as targeted reductions
which eliminate state funding for the coyote control program and the agricultural
statistics survey, reductions in funding for farmland preservation programs and a
15 percent reduction to support for Virginia Tech’s agricultural education
program. A Part 3 transfer of $1.4 million in NGF cash balances from VDACS also
is included in HB 29.

J Department of Forestry

- Governor’s September 2009 Budget Reductions. Includes savings of $1.6 million
GF for FY 2010 to implement the September 2009 budget reductions. These
strategies included the elimination of 8 vacant positions. Other actions included
the reversion of GF balances from 2009, reductions in discretionary expenditures,
deferral of equipment purchases and a targeted reduction of $400,000 GF for the
Reforestation of Timberlands program. A Part 3 transfer of $64,489 in NGF cash
balances from the Department of Forestry also is included in HB 29.
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HB 30 (Chapter 874)

Department of Agriculture and Consumer Services

Gowvernor’s September 2009 Budget Reductions. Continues the on-going strategies
contained in September 2009 and generates additional savings by shifting certain
general fund costs to nongeneral fund support. Also included is the elimination of
funding for 3 positions in agricultural education at Virginia Tech that have been
funded by VDACS. In combination, these generate savings of $2.0 million GF in
FY 2011 and $2.9 million in FY 2012.

Distribute Central Appropriations Reductions to Agency. Reflects technical
adjustments transferring GF savings of $815,117 each in FY 2011 and FY 2012 from
changes to benefit contribution rates and other centrally funded items.

Increase Food Inspection Fee. Increases the annual food inspection fee from $40 to
$100 in order to cover the direct costs of the food inspection program. This results
in a decrease of $540,000 GF each year, which is offset with an increase of $540,000
NGEF from the increased fee.

Purchase of Development Rights Program. Reduces funding by $300,000 GF each
year for matching grants for the PDR program in the office of farmland
preservation. This amendment will leave $100,000 GF each year for the program.

Wine Promotion Fund. Increases funding each year by $745,000 GF for the
Virginia Wine Promotion Fund to promote Virginia farm wineries. A companion
amendment to Part 3 reduces the amount of ABC taxes transferred to the general
fund. These changes reflect legislation passed by the 2010 General Assembly to
dedicate the portion of the wine liter tax from farm wineries to the Fund.

Weights and Measures Inspections.  Provides language authorizing the
Commissioner to accept the results of certified private service agency inspections
in lieu of state inspections of weights and measures devices. Such inspections
would have to be reported to the Commissioner on at least an annual basis. Any
device found to not be in compliance with current regulations could not be used
again commercially until it is repaired and re-inspected by either a VDACS
inspector or a service agency licensed by VDACS.

Food Inspection Back-Up System. Includes $135,000 GF in FY 2011 and $95,000
GF in FY 2012 to move the food inspection computer system to ensure appropriate
disaster recovery services to address findings of the Auditor of Public Accounts.
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Department of Forestry

Governor’s September 2009 Budget Reductions. In FY 2011, continues all the GF
reduction strategies announced in September 2009 for a savings of $1.6 million. In
FY 2012, a number of cuts are reduced, leaving GF savings of $1.4 million.

Additional Administrative Reductions. Reduces the agency’s appropriation by
$422,536 GF each year for additional administrative reductions, including an
unused portion of the agency’s funding for the master equipment lease program.

Reduce Funding for Reforestation of Timberlands Program. Reduces funding for
the Reforestation of Timberlands Program by 50 percent resulting in savings of
$372,570 GF in FY 2011 and $447,570 GF in FY 2012.

Reflect Appropriation of Local Fee Revenue. Includes an appropriation of
$500,000 NGF in FY 2011 and FY 2012 reflecting legislation adopted by the 2009
General Assembly to increase fees charged to localities for forest fire protection
and suppression services.

Reflect Updated NGF Revenue Forecast. Reduces the agency’s special fund
appropriation by $1.25 million in FY 2011 and FY 2012 to reflect the most recent
six-year nongeneral fund revenue estimate.
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Commerce and Trade

Amendments approved for FY 2010 for Commerce and Trade provide a net decrease of
$4.4 million GF when compared to Chapter 781 of the 2009 Acts of Assembly. This net total
includes $7.6 million in savings included in the Governor’s September 2009 Budget Reduction
Plan offset by the replacement of $3.2 million in American Recovery and Reinvestment Act of
2009 (ARRA) funding with a like amount of general fund resources. The approved fund swap
is part of a larger strategy to increase ease of administration in the use of ARRA state fiscal
stabilization funds by using the full $109.5 million for one item and backfilling the other items
funded with this appropriation in Chapter 781 with GF revenues. Excluding the fund swaps,
these changes represent a reduction of 7 percent GF across the Secretariat.

The approved appropriation for Commerce and Trade in the 2010-12 biennium totals
$309.6 million GF, an increase of $81.2 million GF compared to the appropriation for current
operations, after the September 2009 reductions are taken into consideration. This total includes
reductions of $48.9 million GF offset by new spending of $130.1 million GF.

Much of the net general fund increase can be accounted for by the creation of a new
agency, Economic Development Incentive Payments. This agency, which has no FTE positions,
is established to serve as a holding account for all economic incentive funds. These funds were
previously appropriated either in the Secretary of Commerce and Trade’s budget or in Central
Appropriations. The budget contains companion amendments to reduce the corresponding
appropriations in those two areas.

Funding proposed for this new agency includes $53.0 million GF in FY 2011 and $42.2
million GF in FY 2012 for a variety of economic incentive programs administered by the
Virginia Economic Development Partnership, as well as incentives administered by the Virginia
Tourism Authority and funding for the Virginia National Defense Industrial Authority.

Included in Economic Development Incentive Payments is $24.2 million GF the first year
and $11.8 million GF the second year for the Governor’s Development Opportunity Fund.
Other funding included for economic incentive agreements includes: $20.3 million GF for higher
education and job creation grants to Rolls-Royce for an aerospace engine manufacturing facility
in Prince George County; $5.5 million GF for the Ignite Institute for a biotechnology project in
Fairfax County; $5.4 million GF to Micron for semiconductor manufacturing grants; $5.0 million
NGF for the Major Employment and Investment site grants; $4.8 million for a biofuel
production facility in Hopewell; $3.4 million to Bank of America for establishing a call center in
Henrico County; and, $2.0 million GF for SRI International for establishing a drug research
facility in Harrisonburg. The new agency also contains $7.5 million GF to the City of Virginia
Beach for matching local funds for costs related to the base realignment and closure process in a
continued effort to avoid the relocation of the U. S. Navy Master Jet Base.

Other substantial increases include funding for job creation and tourism promotion.
Increased funding in the Department of Business Assistance includes $3.5 million GF for the
Virginia Jobs Investment Program; $1.0 million GF for the Loan Guarantee Program; and $1.0
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million to support the Business One-Stop Program. Additional funding for the Virginia
Tourism Authority includes $7.2 million GF over the biennium for tourism promotion and
cooperative advertising.

In addition, the budget includes $7.6 million GF in the Department of Housing and
Community Development (DHCD) to support programs for the homeless. These programs
previously received $4.9 million NGF each year in federal Temporary Assistance for Needy
Families (TANF) funds. These funds are no longer available and therefore the general funds are
provided to backfill a portion of the lost TANF funding. The DHCD budget also includes $1.9
million GF in FY 2011 for operating funds for the Fort Monroe Authority for reuse of the facility
once the U.S. Army vacates the property in 2011.

The approved budget for the Virginia Employment Commission includes an increase of
$82.7 million NGF in the first year but a decrease of $129.1 million NGF the second year in the
appropriation for unemployment insurance benefits. These amounts are based on changes in
assumed federal funding based on projected unemployment rates.

HB 29 (Chapter 872)

J Secretary of Commerce and Trade

- Supplant Funding for Items Funded with ARRA. Provides $1.6 million GF for FY
2010 to substitute for federal fiscal stabilization funds. Chapter 781 provided for
the federal funds to be used for the Governor’s Development Opportunity Funds
(GOF) and Virginia Investment Performance (VIP) grants. A corresponding
amendment in the Compensation Board instead uses the stabilization funds to
support sheriffs’ offices and this amendment restores general funds for the GOF
and VIP grants.

J Department of Business Assistance

— Governor’s September 2009 Budget Reductions. Includes savings of $348,453 GF
and eliminates 3 positions for FY 2010 to implement the September 2009 budget
reductions.  Strategies to produce these savings include restructuring the
administrative division and eliminating vacant positions.

J Department of Housing and Community Development

- Supplant Funding for Items Funded with ARRA. Provides $1.6 million GF for FY
2010 to substitute for federal fiscal stabilization funds. Chapter 781 provided for
the federal funds to be used for the Fort Monroe Federal Area Development
Authority (FMFADA). A corresponding amendment in the Compensation Board
instead uses the stabilization funds to support sheriffs’ offices and this
amendment restores general funds for the FMFDA.
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- Governor’s September 2009 Budget Reductions. Includes savings of $3.3 million
GF for FY 2010 to implement the September 2009 budget reductions. Strategies to
reach these reductions include cutting $1.25 million GF from Enterprise Zone
Grants, $750,000 GF from the Indoor Plumbing Rehabilitation program, and a one-
time reduction of $450,000 GF from the Homeless Intervention Prevention grant
program.

Department of Labor and Industry

— Governor’s September 2009 Budget Reductions. Includes savings of $186,285 GF
for FY 2010 to implement the September 2009 budget reductions.

Department of Mines, Minerals and Energy

— Governor’s September 2009 Budget Reductions. Includes savings of $609,494 GF
and eliminates 1 position for FY 2010 to implement the September 2009 budget
reductions. Strategies to meet reductions include capturing general fund balances,
reducing administrative costs, and eliminating vacant positions.

Department of Professional and Occupational Regulation

- Transfer NGF Cash Balances. Language included in Part 3 transfers cash balances
in FY 2010 of $743,735 NGF to the general fund from administrative savings.

Virginia Employment Commission

- Governor’s September 2009 Budget Reductions. Includes savings of $487 GF for
FY 2010 to implement the September 2009 budget reductions.

Virginia Economic Development Partnership

- Governor’s September 2009 Budget Reductions. Includes savings of $1.5 million
GF for FY 2010 from the September 2009 budget reductions, which include
implementing administrative streamlining and effecting efficiencies.

Virginia Tourism Authority

- Governor’s September 2009 Budget Reductions. Includes savings of $1.6 million
GF for FY 2010 from the September 2009 budget reductions, which include
implementing administrative streamlining and effecting efficiencies.

HB 30 (Chapter 874)

Secretary of Commerce & Trade

- Transfer Economic Development Incentive Programs to New Agency. Transfers
existing economic development incentive performance grants from the Secretary’s
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budget to the Economic Development Incentive Payments agency, resulting in a
decrease of $12.1 million GF and $375,000 NGF to the Secretary’s budget each
year, which is transferred to the new agency.

Distribute October 2008 Budget Reductions. Reduces funding by $136,936 GF
each year and 1 position to distribute reductions to the Governor’s Office in Item
54.04 of Chapter 781 of the 2009 Acts of Assembly.

Consolidate Support Staff. Reduces funding by $113,320 GF from eliminating a
support staff position.

Potential Agency Merger. Language requires the Secretary to examine the
potential for administrative savings and efficiencies from merging the Department
of Business Assistance and the Virginia Economic Development Partnership and
report his findings to the Governor’s Commission on Government Reform and
Restructuring and the General Assembly.

Economic Development Incentive Payments

Create New Agency as Holding Account. Provides $53.0 million GF and $475,000
NGEF in FY 2011, and $42.2 million GF and $375,000 NGF in FY 2012 for economic
development programs administered by the Virginia Economic Development
Partnership, the Virginia Tourism Authority, and the Virginia National Defense
Industrial Authority. The following programs are included in this new account:

. Governor’s Development Opportunity Fund. Provides $23.9 million GF in
FY 2011 and $11.8 million GF in FY 2012 for economic development
incentive payments. The fund provides grants or loans to localities to assist
in the creation of new jobs and investment in accordance with criteria

established by legislation.

. Governor’s Motion Picture Opportunity Fund. Provides $1.0 million GF
each year, $475,000 NGF in FY 2011, and $375,000 NGF in FY 2012 for
performance-based incentive payments to attract film industry production
activity to the Commonwealth. The source of the nongeneral funds is from
the digital media fee, which is a surcharge established by the 2009 General
Assembly on in-room video services at hotels and motels.

. Virginia Investment Partnership and Major Eligible Employer Grants.
Provides $1.8 million GF in FY 2011 and $6.8 million GF in FY 2012 for the
Virginia Investment Partnership Grant Program and the Major Eligible
Employer Grant Program. The payments are based on negotiated grants
awarded to select projects that invest in Virginia and promote stable or
growing employment opportunities. The selected companies must meet
the investment and job creation criteria required by the performance
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agreements and the level of funding is based on when agreed-upon
payments are due.

Semiconductor Performance Grants. Provides $1.6 million GF in FY 2011
and $3.8 million GF in FY 2012 for semiconductor manufacturing
performance grants to Micron Technologies. These amounts reflect the
payment schedule stipulated in the Code of Virginia.

Aerospace Engine Facility Incentive Payments. Provides $12.8 million GF
in FY 2011 and $7.5 million GF in FY 2012 to fund the payment schedule
specified in the Code of Virginia for the Rolls-Royce aeroengine facility in
Prince George County. The payments include funding for higher education
and job creation grants.

Ignite Institute Incentive Payments. Provides $5.5 million GF in FY 2012
for the Ignite Institute, a proposed biotechnology venture in Fairfax
County. Legislation passed in the 2010 General Assembly Session to
authorize new incentives for this new facility. The payment schedule will
be based on job creation, commitments of additional capital investment,
and research collaborations with Virginia universities.

MEI Site Grant Fund. Authorizes $5.0 million NGF in FY 2011 for the
Major Employment and Investment (MEI) site grant fund to assist political
subdivisions in the performance of site development work for prospective
MEI projects. Legislation passed the 2010 General Assembly to establish
this new fund and it is anticipated that the Tobacco Indemnification and
Community Revitalization Commission will provide the grant for a project
in southside Virginia.

SRI International Incentive Payment. Provides $1.0 million GF in FY 2011
and $1.0 million GF in FY 2012 for payment to SRI International, an
independent, nonprofit research institute, which established its Center for
Advanced Drug Research in Harrisonburg,.

Base Realignment and Closure. Provides $7.5 million GF in FY 2011 to the
City of Virginia Beach for matching local funds for costs related to the base
realignment and closure process in a continued effort to avoid the
relocation of the U. S. Navy Master Jet Base to another state. Language
requires that any proceeds from lease or sale of land purchased with this or
prior appropriations shall be used for additional land acquisition.

Expand Use of GOF Recoveries. Includes language that would allow up to
$5.0 million of any unclaimed or unused funds from prior awards from the
Governor’s Development Opportuntiy Fund to be used by Prince George
County for site improvements related to the Rolls-Royce project.

37



. Biofuels Production Fund. Provides $4.8 million GF in FY 2012 to be
deposited to the Biofuels Production Fund for a biofuel production facility
under construction in the City of Hopewell once it meets the statutorily
required production levels to qualify for a biofuel production grant.

. Grant for Computer Equipment Purchase. Provides $3.4 million GF in FY
2011 for reimbursement of sales and use taxes paid by an eligible entity for
purchase of certain computer equipment and enabling hardware pursuant
to the second enactment clause of SB 130/ HB 302 of the 2010 Session.

Department of Business Assistance

Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $570,331 GF in FY 2011 and
$495,818 GF in FY 2012 and a reduction of 3 positions.

Additional Administrative Reduction. Reduces funding by $100,000 GF in FY
2011 and $474,513 GF in FY 2012 from savings to be achieved through reducing
administrative expenses and implementing efficiencies.

Virginia Jobs Investment Program. Provides an additional $3.5 million GF in FY
2011 for the Virginia Jobs Investment Program. Language is also included that
directs that a minimum of 10 percent of the amounts provided for the program
shall be transferred to the Small Business Jobs Grant Fund created by HB 943 of
the 2010 Session.

Loan Guarantee Program. Provides an additional $1.0 million GF in FY 2011 for
the Loan Guarantee Program, which is used to guarantee loans made to small
businesses.

Business Omne-Stop Program. Provides $500,000 GF each year to support the
Business One-Stop Program administered by DBA.

Department of Housing and Community Development

Governor’s September 2009 Budget Reductions.  Continues the strategies
announced in September 2009 for a savings of $3.9 million GF in FY 2011, and $3.9
million GF in FY 2012 and a reduction of 27 positions. Included within these
amounts are annual reductions to the Enterprise Zone Grants of $1.0 million, the
Southeast Rural Community Action project of $594,000, the Indoor Plumbing
Rehabilitation program of $500,000, the Homeless Intervention Prevention grant
program of $450,000, funding for Planning District Commissions of $319,139, and
the Southwest Virginia Water Construction grants of $238,765. The introduced
budget also proposes eliminating annual supplemental funding of $295,426 for
Lenowisco, George Washington, Rappahannock-Rapidan and Northern Virginia
PDC’s.
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Additional Reductions for Planning District Commissions. Applies additional
reductions for Planning District Commissions for savings totaling $256,003 in each
year.

Eliminate Mortgage Assistance Counseling. Removes $250,000 GF each year that
had previously been provided for foreclosure counseling services.

General Fund Support to Programs for the Homeless. Provides $3.2 million GF in
FY 2011 and $4.4 million GF in FY 2012 to support programs for the homeless.
The programs were previously supported with $4.9 million annually in federal
funds from the Temporary Assistance for Needy Families (TANF) program. The
TANF funds are no longer available for this purpose so general fund support is
proposed to partially restore the loss of the federal funds.

Fort Monroe Authority. Provides $1.9 million GF in FY 2011 for the Fort Monroe
Authority. Legislation enacted in 2007 and amended by the 2010 General
Assembly provides for the conveyance of Fort Monroe to the Authority, which is
tasked with implementing a reuse plan for Fort Monroe.

Department of Labor and Industry

Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $232,370 GF in FY 2011 and
$232,370 GF in FY 2012.

Additional Administrative Reduction. Reduces funding by $242,950 GF each year
from savings to be achieved through reducing administrative expenses and
implementing efficiencies

Enact Apprenticeship Programs Fees. Includes language authorizing the
Department of Labor and Industry to collect a $55 annual application fee for
participants enrolling in apprenticeship programs. These funds are used to
supplant $253,550 GF each year, which is replaced by the NGF fee revenues.

Penalty and Interest on Health and Safety Violations. Includes revenue in the
amount of $192,781 each year, which is transferred to the general fund, from the
assumption that the agency will enforce the full amount of penalties and interest
in all cases of health and safety violations.

Department of Mines, Minerals and Energy

Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $745,152 GF in FY 2011 and
$824,640 GF in FY 2012. Includes a reduction of 1 position and converting another
FTE from general to nongeneral funds.
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Additional Administrative Reduction. Reduces funding by $750,000 GF in FY
2012 from savings to be achieved through reducing administrative expenses and
implementing efficiencies

Establish Annual Gas and Oil Well Permit Renewal Fee. Includes a reduction of
$320,000 GF each year, which is replaced with $320,000 NGF each year from
revenue from establishing a $300 fee for annual permit renewals. There is
currently an initial permit fee but no fee for renewing permits. Language is
included to implement this fee.

Increase Coal and Mineral Mine Safety Program Annual License Fees. Includes a
reduction of $108,620 GF each year to be replaced with $108,620 NGF from
revenue from increasing the coal and mineral mine safety fees. Language is
included to increase these fees to $350 for a coal mine license and $400 for a
mineral mine license.

Department of Professional and Occupational Regulation

Increase Appropriation for Administrative Costs and Criminal Record Checks.
Includes $212,315 NGF in FY 2011 and $234,883 NGF in FY 2012 to reflect an
increase in revenues and expenses for administrative costs, including conducting
criminal record checks for real estate licenses.

Virginia Economic Development Partnership

Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $1. 5 million GF in FY 2011 and $1.6
million GF in FY 2012. This reflects a 10 percent reduction to the Partnership’s
appropriation.

Additional Administrative Reduction. Reduces funding by $176,104 GF in FY
2011 and $697,997 GF in FY 2012 from savings to be achieved through reducing
administrative expenses and implementing efficiencies.

National and International Advertising Campaign. Provides $2.25 million GF
each year to implement an aggressive national and international advertising
campaign to market Virginia through the Partnership.

Overseas Economic Development Offices. Provides $500,000 GF in FY 2011 and
$1.0 million GF in FY 2012 to establish economic development offices in China,
India and the United Kingdom and expand the VALET program.

Biotechnology Wet-Laboratory Program. Provides $1.5 million GF each year to
establish a Virginia Biotechnology Wet-Laboratory Program to provide loans and
grants to construct or upgrade wet-lab space. Language directs that the funds in
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the first year shall be provided to George Mason University to upgrade
biotechnology lab facilities on its Prince William County campus.

Commercial Space Flight Authority. Provides an increase of $1.4 million GF in FY
2011 and $1.0 million in FY 2012 to fund a portion of the Commercial Space Flight
Authority’s operating expenses.

J Virginia Employment Commission

Unemployment Insurance Benefits. Adjusts the appropriation for unemployment
insurance benefits by an increase of $82.7 million NGF in FY 2011 but a decrease of
$129.1 million NGF in FY 2012. These funds are paid from the Unemployment
Insurance Trust Fund and these appropriation levels are based on projected
unemployment rates.

Administration of ARRA Funding. Provides an appropriation of $7.0 million NGF
in FY 2011 and $6.0 million NGF in FY 2012 from the American Recovery and
Reinvestment Act of 2009 for administration of workforce development and
unemployment insurance programs.

Elimination of Reed Act Funds. Reduces the appropriation of administrative
funding by $8.3 million NGF each year, which was one-time funding in the base
budget.

J Virginia Tourism Authority

Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $1. 6 million GF in FY 2011 and $1.6
million GF in FY 2012. This reflects a 10 percent reduction to the Authority’s
appropriation.

Tourism Promotion. Provides an increase of $3.6 million GF each year to expand
tourism promotion efforts. These funds are directed as follows:

= $3.1 million GF each year shall be used to promote Virginia tourism industries
through an enhanced advertising campaign, including at least $1.0 million GF
each year from these amounts for a cooperative advertising program in
partnership with private sector tourism businesses and regional tourism
entities.

= $300,000 GF each year shall be provided to the “See Virginia First” public-
private partnership operated by the Virginia Association of Broadcasters.

= $100,000 GF each year shall be provided to the “See Virginia Parks” public-
private partnership operated by the Virginia Association of Broadcasters
focused on promoting Virginia State Parks.
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= $100,000 GF each year shall be provided to the “See Virginia Wineries” public-
private partnership operated by the Virginia Association of Broadcasters
focused on promoting Virginia's wineries.
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Public Education

In addition to the Governor’s September 2009 Budget Reduction Plan of $231.1 million
GF, the adopted amendments decrease Direct Aid to localities for Public Education by an
additional $319.0 million GF in FY 2010, for a total reduction of $550.1 million GF or 10.3
percent, compared to Chapter 781 of the 2009 Acts of Assembly. Net of an additional $219.0
million in federal stabilization dollars, $72.0 million in Literary Fund revenue and $9.9 million
from Lottery proceeds, the total reduction is $249.2 million or 3.5 percent, compared to Chapter
781. The total FY 2010 Direct Aid budget equals $4,769.8 million GF and $2,056.4 million NGF.

In addition to the $365.2 million in federal stabilization funds already allocated for FY
2010 in Chapter 781, the adopted amendments bring the FY 2010 total federal stabilization funds
to $584.2 million, leaving $126.4 million available for K-12 in FY 2011.

Consistent with adopted actions for state employees, the Governor’s September 2009
reduction plan reflected estimated state savings of $59.4 million GF from the suspension of the
employer’s share of retirement and other benefits contribution rates in the 4t quarter. Other
adopted amendments to the FY 2010 budget eliminate $79.6 million GF for the state’s share of
textbooks and remove the routine rebenchmarking update for inflation to bring base year cost
data up to the beginning of the biennium for a savings of $61.3 million GF in FY 2010.

Summary of Adopted Caboose Bill Amendments to Direct Aid
(FY 2010 $ in millions)
GFE NGF All

Supplant GF with federal stabilization funds ($68.9) $68.9 $0.0
Suspend 4th Quarter employer retirement rates (59.4) 0.0 (59.4)
Use additional Literary Fund for retirement (55.0) 55.0 0.0
Update Sales Tax estimate (37.6) 0.0 (37.6)
FY 2009 Lottery Proceeds (NGF adj. in Dec.) 9.9) 9.9 0.0
Reduce supplemental grants, etc. by 10 percent (0.3) 0.0 (0.3)

Subtotal: Governor’s Sept. 2009 Reductions ($231.1) $133.8 ($97.3)
Supplant addtl. GF with stabilization funds (150.1) 150.1 0.0
Eliminate textbook funding (79.6) 0.0 (79.6)
Eliminate rebenchmarking inflation update (61.3) 0.0 (61.3)
Supplant additional GF with Literary Fund (17.0) 17.0 0.0
Capture additional savings from 4tQ retirement 9.8) 0.0 9.8)
Delay 4tQ) state-operated program payments (8.2) 0.0 (8.2)
Net technical updates 7.0 0.0 7.0

Total ($550.1) $300.9 ($249.2)
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The adopted 2010-12 biennial budget for Direct Aid to Public Education results in a net
general fund decrease of $997.5 million, comprised of $392.9 million as proposed in the
introduced budget, plus an additional net $258.8 million in reductions as well as savings of
$345.8 million from lower benefits contribution rates. The Direct Aid budget equals $4,739.3
million GF and $1,540.4 million NGF for FY 2011 and $4,903.1 million GF and $1,400.6 million
NGEF for FY 2012.

The adopted actions include a net biennial increase of $273.3 million GF for technical re-
benchmarking updates, $203.6 million GF for the FY 2011 update of the Composite Index and
for “hold-harmless” funding, and debt service funding to restore the VPSA technology
equipment grants program in both years.

Summary of Adopted Actions for Direct Aid to Public Education
FY 2010-12
(GF $ in millions)

FY 2011 Fy 2012 Total

Rebenchmarking $113.9 $159.4 $273.3
National Board Certification bonuses for teachers 0.5 0.5 1.0
Reduce supplemental grants, etc. by 15 percent (0.4) (0.5) 0.9
Savings due to MH closures (See below.); 4t Qtr delay (1.9) (2.4) 4.3)
Eliminate rebenchmarking inflation update 4.7) 4.7) (9.5)
Literary Fund, incl. ending VPSA grants (See below.) (2.0) (15.0) (17.0)
Delay Composite Index rebenchmarking (See below.) (29.5) 0.0 (29.5)
Distribute Central Appropriations amounts (18.2) (18.2) (36.4)
Supplant GF with remaining stabilization funds (126.4) 0.0 (126.4)
Eliminate certain school expenditures from SOQ (87.0) (87.3) (174.3)
Fund health care based on actual participation (134.2) (135.0) (269.2)
Subtotal (as of the Introduced Budget) ($289.8) ($103.1) ($392.9)
Update Composite Index and hold-harmless $146.0 $57.6 $203.6
Restore SOP at Staunton 1.4 1.9 3.4
New Governor’s School 0.2 0.3 0.5
Literary Fund: Balances, Debt Serv., & Speeding Fines (16.6) 9.8 (6.8)
Reduce Project Discovery (0.1) (0.1) (0.2)
Extend school bus replacement cycle 9.8) 9.6) (19.4)
Update federal deduct percentage (17.0) (17.0) (34.0)
Reduce textbook funding (15.6) (18.5) (34.1)
Technical corrections (29.4) (29.6) (59.0)
Eliminate additional school expenditures from SOQ (34.7) (34.8) (69.5)
Include $0 values in LWA calculation (39.2) (39.5) (78.7)
Changes to Lottery-funded programs (87.3) (77.5) (164.8)
Benefit contribution rates for VRS, Grp. Life, & RHCC (189.0) (156.8) (345.8)
Subtotal (additional actions) ($291.1) ($313.9) ($605.0)
TOTAL ($580.9) ($417.0) ($997.5)
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Reductions include continuing the FY 2010 elimination of the rebenchmarking inflation
update for biennial savings of $9.5 million GF, state savings of $243.8 million GF due to
eliminating certain school expenditures from SOQ Basic Aid calculations, $269.2 million GF by
funding health care premiums based on statewide actual participation rates, $59.0 million GF
due to four technical corrections, and $164.8 million GF related to changes in Lottery-funded

programs.

HB29 (Chapter 872)

. Direct Aid to Public Education

- A listing, by locality, of the estimated funding for FY 2010 Direct Aid to Public
Education is included as Appendix A.

- Gowvernor’s September 2009 Budget Reductions.

Supplant GF with Stabilization Dollars. Reduces funds by $68.9 million
GF, which is supplanted with a like amount of federal stabilization funds.
This action accelerates to FY 2010 federal funds that would otherwise be
available for use in FY 2011. (In Chapter 781, $365.2 million in federal
stabilization funds were allocated to backfill 86 percent of certain
reductions, including those from a cap on funding for support positions.)

Suspension of 4% Quarter Retirement and Other Benefits Rates. Saves
$59.4 million GF by eliminating the FY 2010 4th quarter payments of the
employer’s share of Virginia Retirement System, Group Life, and Retiree
Health Care Credit Rates. Likewise, the estimated local savings will be
about $140 million.

Use Additional Literary Fund Revenue for Retirement. Supplants $55.0
million GF by using additional Literary Fund revenue ($30.0 million in
excess balances from last year, $15.0 million in special unclaimed property
actions from the remittance of unclaimed stock holdings, and a $10.0
million increase in the forecast) for retirement costs.

Revised Sales Tax Forecast (August 2009). Reduces funding by a net $37.6
million GF due to the Basic Aid offset from the downward revision in the
Sales Tax forecast. The revised forecast for the 1 1/8 cent dedicated to

Public Education is estimated to decrease by about $85.3 million, of which
$47.7 million is offset by the required Basic Aid backfill.

FY 2009 Lottery Proceeds. Reduces general funds by $9.9 million by
reassigning the academic year portion of the Governor’s Schools funding to
the Lottery Service Area, while transferring School Breakfast back to the
incentive accounts funding, due to the availability of $9.9 million in Lottery
Proceeds from FY 2009.
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. Grants to Supplemental Progams. Saves $221,773 GF by reducing grants to
the following supplemental programs by 10 percent each: Project
Discovery, Jobs for Virginia Graduates, Career and Technical Education
Resource Center, Great Aspirations Scholarship Program, Southwest
Virginia Public Education Consortium, Van Gogh Outreach Program,
Southside Virginia Technology Consortium, and Virginia Career Education
Foundation.

. Other 10 Percent Reductions. Saves $37,500 GF by reducing support for the
Clinical Faculty program that assists pre-service teachers and beginning
teachers in making a successful transition to full-time teaching; $32,939 GF
by reducing funding for the Career Switcher Mentoring grants to school
divisions that employ mentor teachers for new teachers entering the
profession through the alternative route to licensure; and $4,750 GF by
reducing support for the Virginia Technology Alliance that provides
teacher training opportunities in the effective use of educational
technologies used in adult education and literary programs.

Supplant Additional K-12 GF with Stabilization Dollars. Since the Governor’s
September 2009 reductions to Higher Education in the waiver request would not
meet the federal maintenance-of-effort requirements, the adopted amendments
essentially switch the GF reductions and allocations of stabilization funds in
Higher Education, and instead allocate an additional $150.1 million of federal
stabilization dollars to K-12 in FY 2010, which is offset by a like amount of general
fund reductions in K-12.

In addition to the $365.2 million federal stabilization funds allocated in Chapter
781 to help back-fill certain reductions, and the $68.9 million proposed in
September, the additional adopted amendment of $150.1 million brings the FY
2010 total federal stabilization funds for K-12 to $584.2 million, leaving a
remaining amount for K-12 in FY 2011 of $126.4 million.

Eliminate Textbook Funding for the Current Year. Saves $79.6 million GF by
eliminating state support for textbooks. Since payments have already been made
to school divisions through December 16, 2009, such payments would be deducted
from the remaining Basic Aid payments.

Language encourages localities and school divisions to use all or a portion of the
estimated $140.0 million in local savings from the suspension of the 4th quarter
retirement and benefits rates to purchase textbooks and instructional materials.

Language in HB 30 (Chapter 874) directs the Department of Education to use the
higher of the FY 2009 or FY 2010 division-level textbook per pupil amount for
purposes of calculating the 2012-14 biennium rebenchmarking.

Eliminate Rebenchmarking Inflation Update for Nonpersonnel Costs. Saves $61.3
million GF in FY 2010 by proposing to eliminate the routine rebenchmarking
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update of inflation to bring base year cost data up to the beginning of the
biennium.

Supplant Additional GF with Literary Fund. In addition to the $55.0 million
proposed in the Governor’s September 2009 plan, the adopted budget reduces
funding by an additional $17.0 million GF by using additional Literary Fund
revenue for retirement costs.

Capture Additional Savings from 4% Quarter Retirement Action. Captures an
additional $9.8 million GF, beyond the $59.4 million GF amount as estimated
under the Governor’s September 2009 reduction plan, from the suspension of the
4th quarter employers’ share of retirement and benefits contributions.

Delay 4" Quarter Payments for State Operated Educational Programs. Saves
$8.2 million GF by delaying the 4t quarter payments to school divisions that
operate “state operated programs” to the first quarter of the FY 2011. Currently
the payments are made on an estimated basis in June of each fiscal year.

Technical Updates. Adds $14.5 million GF due to an increase in the unadjusted
enrollment forecast of 1,806 students, for a total of 1,205,344 students; adds
$391,860 to address a correction to the 2008 triennial census count data from
Dinwiddie and Greene; captures savings of $3.1 million in remedial summer
school costs and $2.9 million in English as a Second Language costs based on
actual enrollments; and captures savings of $1.9 million in various incentive and
categorical accounts based on actual usage and enrollment data.

In addition, technical updates to the Lottery-funded programs result in savings
that are added into the balancer account for “Support for School Construction,
Operating Costs, and Textbooks”, bringing the total up from $60.8 million in
Chapter 781 to $72.4 million for FY 2010.

Carry Over Language Continued. Allows localities to carryover into FY 2011 any
remaining state fund balances available.

Department of Education

Governor’s September 2009 Budget Reductions. Saves $3.0 million GF in FY 2010.
. Revert Balances. Captures balances of $1.2 million GF from FY 2009.

. Hold Classified Positions Vacant. Captures savings of $544,927 GF by
holding 5 positions vacant.

. Fund with NGFs. Captures savings of $456,188 GF by funding the
Partnership for Achieving Successful Schools (PASS) initiative with
nongeneral fund resources; $300,000 by funding academic reviews with
federal funds; and $134,017 GF by funding 5 wage positions with
nongeneral funds.
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. Reduce Project Graduation On-Line Tutorials in Reading and Algebra.
Captures savings of $168,210 GF.

] Reduce Rent, Postage, Supplies, Printing, and other Nonpersonnel Services.
Captures savings of $100,000 GF.

. Eliminate Wage and Classified Positions. Captures savings of $62,918 by
laying off 1 classified position and $27,710 GF by eliminating 1 wage
position.

° Virginia School for the Deaf and Blind

Governor’s September 2009 Budget Reductions at Staunton. Saves $1.0 million
GF in FY 2010.

. Revert Balances. Captures balances of $499,977 GF from FY 2009.

. Reduce Hourly Staff and Increase Price for Staff Meal Tickets. Reduces
funding by $499,977 GF in FY 2010 by decreasing the number of hourly
staff for housekeeping, interpreting, campus safety, residential advisors,
bus assistants, behavior assistants, and food staff and increases the price for
staff meal tickets.

Security at Hampton. Adds $50,000 GF in FY 2010 for campus security to prevent
theft and vandalism at the closed facility.

Revert Cash Balance and Revenue From Leased Space at Hampton. Transfers
$353,026 NGF balances from FY 2009 to the general fund and deposits projected
revenue of $27,726 from the City of Hampton for leased space at the campus.

HB30 (Chapter 874)

J Secretary of Education

Public Broadcasting. Reduces funding for community service grants to public
television stations by $730,073 GF each year, an additional 15 percent reduction
from the introduced budget.

Distribute Fall 2008 Budget Reductions. Reduces funding by $42,103 GF each
year and 1 position by adjusting the agency’s budget to reflect amounts which had
previously been reflected in Item 54.05 within the Executive Agency of Chapter
872.

Distribute Central Appropriations Amounts to Agency Budget. Reduces funding

by $7,959 GF each year by adjusting the agency budget to reflect previously
approved management savings.
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Direct Aid to Public Education

- Listings, by locality, of the estimated funding for FY 2011 and FY 2012 Direct Aid
to Public Education are included as Appendix A and B, respectively.

- State’s Share of Biennial Technical Rebenchmarking. Technical updates as of July
2009 added $59.7 million GF in FY 2011 and $78.9 million GF in FY 2012. In
addition, the following subsequent updates were made: an additional $45.5
million GF in FY 2011 and $45.7 million GF in FY 2012 for updated funded fringe
benefits rates; an additional $32.7 million GF in FY 2011 and $39.0 million GF in FY
2012 for updates for the recalculation of the Composite Index; an additional
$845,217 GF in FY 2011 and $4.8 million in FY 2012 for other updates; and a
decrease of $24.8 million GF in FY 2011 and $9.0 million due to the updated sales
tax revenue projections, for a grand total for rebenchmarking of $113.9 million GF
in FY 2011 and $159.4 million GF in FY 2012.

. Projected Enrollments. Reflects estimates of student enrollment projections
based on March 31, 2009 Average Daily Membership (ADM) and
September 30, 2009 Fall Membership student totals. Enrollment is
estimated to total 1,214,133 in the unadjusted ADM in FY 2011, and
1,223,597 students in FY 2012; the increased ADM adds $17.0 million and
$22.4 million, respectively.

. Funded Instructional Salaries. Reflects updated funded salary levels from
2008-10 to 2010-12 due to base year (FY 2008) prevailing salaries.
Additionally, since the state budget did not budget any salary adjustments
in FY 2009 or FY 2010, and since the prevailing salaries reported by
localities were actually less than the funded salaries in Chapter 781, the
resulting funded salaries for elementary teachers decreased from $44,337 to
$43,904. Likewise, the resulting funded salaries for secondary teachers
decreased from $46,230 to $46,090.

. Health Care Premiums. Reflects prevailing costs associated with the health
care premium increasing from $5,188 to $5,793. (Please see discussion below of
a policy change to update based on actual statewide prevailing participation rates.)

. Base Year Expenditures. Reflects various adjustments including base year
(FY 2008) expenditure data, updating of school-level enrollment
configurations, and updated data for the 29.8 percent federal revenue
deduction. (Please see discussions below of an update to the percent federal
revenue deduction and the inclusion of $0 values in the calculation of Linear
Weighted Average for support costs.)

. Transportation Costs. Reflects updated base year transportation cost data.
(Please see discussion below of a policy change to extend the school bus replacement
cycle.)
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. Textbook Per Pupil Amount. Reflects decreased per pupil prevailing
textbook spending, as reported by localities, of $75.55, compared with
$113.10 for 2008-10. (Please see discussion below of lower textbook funding in FY
2011 and FY 2012.)

. Inflation Factors. Reflects costs associated with inflation factors (un-
weighted) of 0.52 percent. (Please see discussion below of a policy change to
discontinue this update.)

. Incentive and Categorical Accounts. Reflects various adjustments to
incentive and categorical accounts that are linked to SOQ funding factors,
such as ADM enrollment or Basic Aid per pupil cost. (Please see discussion of
policy changes to Lottery-funded programs below.)

. Funded Fringe Benefit Rates. The original rebenchmarking figures reflect
the following rate adjustments relative to rates funded in Chapter 781 for
FY 2010: 10.49 percent for VRS, up from 8.81 percent; 1.01 percent for
Retiree Health Care Credit, down from 1.04; and 0.33 percent for the
employer’s share of Group Life, up from 0.27 percent.

The adopted retirement contribution rates of 3.93 percent in FY 2011 and
5.16 percent in FY 2012 reflect funding the “normal” rate and the “normal”
rate plus twenty percent of the unfunded actuarial liability, respectively.

. Composite Index. The elements used to calculate each school division’s
composite index of local ability-to-pay are updated from 2005 to 2007, the
most current available at the time. The composite index measures local
wealth through true value of real property (50 percent) adjusted gross
income (40 percent) and retail sales tax collection (10 percent). The index is
weighted two-thirds by ADM and one-third by population.

The revised index went up for 97 school divisions (i.e. primarily because
local wealth increased more than the average change for the rest of the
state, the locality is responsible for a larger percentage of SOQ costs); the
composite index went down for 31 school divisions (decreasing the
locality’s share of SOQ costs), and the composite index was unchanged for
the remainder.

= Projected Sales Tax Revenue (November 2009). The sales tax revenues from
the one cent portion and the additional one-eighth cent sales tax from the
Public Education SOQ/Real Estate Property Tax Relief Fund that are
dedicated for public education and distributed based on school-aged
population are projected to decrease from $1,135.2 million in Chapter 781 to
$1,078.8 million in FY 2011 and $1,114.7 million in FY 2012.

National Board Certification Bonuses. Adds $500,000 GF each year for an annual
total of $5.0 million for payments for teachers qualifying for the National Board
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Certification bonuses of $5,000 as the initial year award and $2,500 for each of the
remaining nine years of the certification awarded. In FY 2011, 234 teachers are
projected to receive the first year bonus and 1,463 teachers to receive the $2,500
bonus. For FY 2012, 234 teachers are projected to receive first year bonuses and
1,841 teachers to receive the continuing bonus.

New Gowvernot’s School at Innovation Park. Adds $161,360 GF the first year and
$325,316 GF the second year for the state’s share of per pupil funding for the new
Governor’s School at Innovation Park, a regional academic year Governor’s School
to serve the projected enrollment of students from Manassas Park City, Manassas
City, and Prince William County.

Governor’s September 2009 Reductions to Supplemental Programs. Saves
$332,659 GF each year by reducing grants to the following supplemental programs
by 15 percent each (up from 10 percent in FY 2010): Project Discovery, Jobs for
Virginia Graduates, Career and Technical Education Resource Center, Great
Aspirations Scholarship Program, Southwest Virginia Public Education
Consortium, Van Gogh Outreach Program, Southside Virginia Technology
Consortium, and Virginia Career Education Foundation. Also saves $56,250 GF by
reducing support by 15 percent for the Clinical Faculty program; $49,409 GF each
year by reducing funding by 15 percent for the Career Switcher Mentor; and
$7,125 GF by reducing support by 15 percent for the Virginia Technology Alliance.

In addition, funding for Project Discovery was reduced by $76,500 GF each year,
an additional 10 percent reduction for a total reduction of 25 percent: remaining
one of the largest funded supplemental initiatives in Direct Aid.

State Operated Programs. The adopted budget restores funding of $1.4 million
GF the first year and $1.9 million GF the second year for costs for the state
operated education program at the Commonwealth Center for Children and
Adolescents in Staunton, which had been proposed to be closed in the introduced
budget. Funds for educational costs previously allocated to Southwestern
Virginia Mental Health Institute’s Adolescent Unit in Smyth County, which will
be closed, are also allocated to the facility in Staunton.

Also adds $37,924 GF the first year and reduces funding by $448,618 GF the
second year due to continuing to roll forward the 4th quarter payments of state
operated programs to the following year, as adopted for FY 2010.

Eliminate Rebenchmarking Inflation Update. Saves $4.7 million GF in FY 2011
and in FY 2012, by continuing the action taken for FY 2010, by eliminating the re-
benchmarking update of inflation to bring base year cost data up to the beginning
of the biennium.

Literary Fund and the VPSA Educational Technology Grant Program. Increases
Literary Fund revenues transferred to the general fund to offset a portion of
teacher retirement costs by $15.0 million each year. The adopted budget also
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restores $57.6 million in FY 2011 and $57.8 million in FY 2012 to school divisions
for the VPSA educational technology grant program, which had been proposed
for elimination in the introduced budget. (The Literary Fund will provide the
$13.5 million in FY 2012 to pay the first year payment needed for the five year debt
service notes for the new VPSA grants issued.) In addition, after including an
additional $3.6 million each year from estimated additional speeding fines, the
Literary Fund revenue allocation for retirement and social security payments
totals $141.6 million in the first year and $128.1 million in the second year.

Composite Index. The introduced budget proposed saving a net $29.5 million in
FY 2011 by delaying the Composite Index update until FY 2012. The adopted
budget restores this funding and also provides supplemental payments of $116.5
million GF the first year and $57.6 million GF the second year for “hold harmless”
funding (100 percent the first year and 50 percent the second year) for those school
divisions whose Composite Index increased from the 2008-10 biennium to the
2010-12 biennium as a result of the routine rebenchmarking process.

Distribute Central Appropriations Amounts to Agency Budgets. Reduces funding
by $18.2 million GF each year by adjusting the agency budget to reflect amounts
moved from Central Appropriations that reflect retirement benefit rate savings.

School Bus Replacement. Reduces funding by $9.8 million GF the first year and
$9.6 million GF the second year by extending the calculation for school bus
replacement from 12 years to 15 years.

Textbooks. Reduces funding by $15.6 million GF the first year and $18.5 million
GF the second year, a reduction of approximately one-third of textbook funding.

Federal Revenue Deduct. Reduces funding by $17.0 million GF in each year to
more accurately reflect current funded support costs as a percent of total SOQ
costs of 38.1 percent.

Technical Corrections. Reduces funding by $29.3 million GF the first year and
$29.6 million GF the second year for technical corrections related to: 1) the
remaining regional program expenditures from non-personal improvement and
substitutes; 2) restoring the facility support positions in the non-personal support
side of the SOQ model; 3) combined average daily membership when calculating
the prevailing non-personal support services costs; and 4) correcting Dinwiddie
school division’s calculation for the Composite Index.

Linear Weighted Average. Reduces funding by $39.2 million GF the first year and
$39.5 million GF the second year by including zeroes in the linear weighted
average calculation for support non-personal costs.

Supplant GF With Remaining Federal Stabilization Funds. Reduces SOQ Basic
Aid funding by $126.4 million GF the first year, which is offset by a like amount of
federal stabilization funds.
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Lottery-Funded Programs. Reduces general funds by $87.3 million the first year
and $77.5 million the second year, reflecting the following actions:

An increase in the Lottery forecast of $5 million each year due to the
addition of the Power Ball game, as recommended by the Lottery Board;

Increasing the School Breakfast reimbursement by 10 percent from 20 cents
to 22 cents per breakfast, for an additional cost of $244,297 the first year and
$289,585 the second year;

Capturing an additional $7.9 million the first year and $6.1 million the
second year in non-participation savings rate of 21.7 percent (up from 14.8
percent in the budget as introduced) from the Virginia Preschool Initiative
for At-Risk Four-Year-Olds based on fiscal year 2010 actual participation
levels;

Targeting the K-3 Class Size Reduction program by limiting participation to
schools with free lunch higher than 30 percent, which generates savings of
$18.5 million the first year and $17.7 million the second year;

Eliminating the Enrollment Loss program for savings of $7.6 million the
first year and $8.5 million the second year;

Eliminating the "Support for School Construction and Operating Costs"
($35.1 million the first year and $32.0 million the second year in the budget
as introduced); and

Supplants funding for Remedial Summer School ($25.1 million the first year
and $25.5 million the second year), English as a Second Language ($37.3
million the first year and $39.1 million the second year), and part of
Textbook ($24.9 million the first year and $12.9 million the second year)
with the Lottery Proceeds Fund rather than the general fund.

Eliminate Certain School Expenditures from Basic Aid Calculations. Reduces
funding by $121.6 million GF the first year and $122.1 million GF the second year
by removing certain expenditure costs included in the SOQ Basic Aid calculations:

Other Benefits (ASR Object Code 2800). The ASR (Annual School Report)
defines 2800 as “Includes annual and sick leave payments for personnel
who terminate employment, as well as pension/retirement plans that are
specific to a locality and the cost for contract buy-outs.”

Certain Capital Outlay Replacement (ASR Object Code 8100). This
expenditure object code includes capital outlay replacement other than
technology and for facilities, including machinery, equipment, furniture,
fixtures, communications equipment, and motor vehicles that are
capitalized and cost more than $5,000.

53



. Miscellaneous (ASR Object Code 5800).
= Travel (ASR Object Code 5500).

. Leases/Rentals (ASR Object Code 5400) and Facilities Non-Personal Costs.
This expenditure object code includes payments for leases that are not
capitalized and rental of land,structures, and equipment (does not included
expenditures made under a lease-purchase agreement).

Fund Health Care Premiums Based on Statewide Prevailing Average Actual
Participation Rates. Reduces funding by $134.2 million GF the first year and
$135.0 million GF the second year by calculating Basic Aid funding for health care
premiums based on actual statewide division-level premiums weighted for the
plan type participation. Statewide, 68.7 percent of full-time equivalent positions
participate in their school divisions” health care plan, or 66.1 percent based on the
linear weighted average. The health care premium of $3,375 funded in the
introduced budget represents the statewide prevailing average of the division-
level premium weighted for plan type participation ($5,107) multiplied by the
prevailing rate of overall employee participation in any employer-provided health
care plan (66.1 percent).

Current Actual Statewide
Health Care Plan Type Funding Basis Participation Rates
Employee Only 33.3% 41.2%
Employee Plus One 33.3 13.4
Family 33.3 14.1

100.0% 68.7%

Tuition Revenue from Virtual Virginia. Adds $100,000 NGF in each year for
additional tuition revenue from the Virtual Virginia program.

Language Changes.

. Temporary Flexibility on SOQ Staffing Standards. To provide temporary
flexibility, allows school divisions to increase teacher-to-pupil ratios in
kindergarten through grade 7 and English classes for grades 6 through
twelve by one additional student. In addition, the teacher-to-pupil staffing
ratio requirements for Elementary Resource teachers, Prevention,
Intervention and Remediation, English as a Second Language, Gifted and
Talented, Career and Technical funded programs are waived; and the
instructional and support technology positions, librarians and guidance
counselors staffing ratios for new hires are waived.

. Carry Over Language Continued. Allows localities to carry over into FY
2012 any remaining available state fund balances.

54



Summer Governor’s Schools. Provides the Department of Education
authority to adjust the tuition rate, type of programs offered, the length of
programs, and the number of students enrolled in the Summer Governor’s
Schools and Foreign Language Academies.

Lottery. Reinstates the local required match for Lottery-funded programs
and ends the local maintenance of effort requirement for the Support for
School Construction and Operating Costs account funded with Lottery
proceeds.

Textbooks. Clarifies that school divisions may use textbook funding for the
purchase of electronic textbooks or other technology integral to the
curriculum and technology equipment required to read and access the
technology. Also reinstates local matching requirements.

Virginia Preschool Initiative. Clarifies that half day programs are a
minimum of three hours and specifies that for purposes of meeting the local
match at least 75 percent must be cash and no more than 25 percent may be
in-kind contributions.

School Nurse Expenditures. Requires school divisions to spend 100 percent
of the allocation on school nurse expenditures rather than budget and
spend as needed.

State Funds Allocated in Locality Budget. Clarifies that all state and local
matching funds required by Direct Aid programs be appropriated to the
budget of the local school board.

Career and Technical Education Equipment Payments. Clarifies that there
is no local match requirement in order to receive this state funding.

K-3 Primary Class Size Staffing Ratios. Clarifies the types of positions that
are eligible to meet the staffing requirements. In addition to special
education teachers, instructional aides are not permitted to be counted
towards meeting the required teacher-to-pupil ratios.

Elimination of Four Reports. As recommended by the Virginia
Department of Education in its November 2009 report, removes the
requirements for the following four reports: 1) Individual Student
Alternative Education Plan Report; 2) Plan and Report for Programs of
Prevention, Intervention, and Remediation; 3) SOL Web-Based Technology
Initiative; and 4) Status of Regional Alternative Education Placements.

55



Appropriation Summary for the Education Assistance Programs

Standards of Quality

Basic Aid (Excluding State Fiscal Stabilization Funds)

Sales Tax

Textbooks (split funded)

Vocational Education

Gifted Education

Special Education

Prevention, Intervention, and Remediation
VRS Retirement

Social Security

Group Life
Subtotal SOQ (In this Item)

SOQ Funded from State Fiscal Stabilization Funds, [tem 133

Total

Incentive Programs
Governor's School
Clinical Faculty
Career Switcher Mentoring Grants
Special Education - Endorsement Program
Special Education - Vocational Education
Composite Index Hold Harmless

Total

Categorical Programs
Adult Education
Adult Literacy
Virtual Virginia
American Indian Treaty Commitment
School Lunch
Special Education - Homebound
Special Education - Jails
Special Education - State Operated Programs

Total

Lottery Proceeds Programs
Foster Care
At-Risk
Virginia Preschool Initiative
Early Reading Intervention
Mentor Teacher
K-3 Primary Class Size
School Breakfast Program
SOL Algebra Readiness
Alternative Education

FY 2011
$2,782,127,827
$1,078,800,000

$10,659,046

$66,262,297
$31,066,860
$363,191,210
$69,584,496
$104,436,895
$176,302,533
$6,484,029
$4,688,915,193
$126,372,427
$4,815,287,620

$14,207,194
$318,750
$279,983
$600,000
$200,089
$116,477,529
$132,083,545

$1,051,800
$2,645,375
$2,356,908
$75,669
$5,801,932
$5,628,891
$3,698,491
$34,170,169
$55,429,235

$12,896,417
$63,801,568
$67,607,769
$14,720,585
$1,000,000
$73,229,929
$2,687,265
$9,018,272
$6,729,485

FY 2012
$2,911,472,497
$1,114,700,000

$20,067,585

$66,403,848
$31,245,002
$364,584,045
$69,579,517
$133,424,839
$177,130,406
$6,515,863
$4,895,123,602
$0
$4,895,123,602

$14,696,365
$318,750
$279,983
$600,000
$200,089
$57,599,781
$73,694,968

$1,051,800
$2,645,375
$2,356,908
$77,348
$5,801,932
$5,938,390
$4,065,031
$35,993,791
$57,930,575

$13,605,123
$63,651,543
$68,300,290
$14,787,821
$1,000,000
$73,817,468
$3,185,437
$9,006,959
$6,845,417

56




Appropriation Summary for the Education Assistance Programs (cont'd)

Lottery Proceeds Programs FY 2011 FY 2012
ISAEP $2,247,581 $2,247,581
Special Education - Regional Tuition $75,141,153 $82,400,653
Vocational Education - Categorical $10,400,829 $10,400,829
No Child Left Behind /Education for a Lifetime $4,749,675 $4,749,675
Project Graduation $2,774,478 $2,774,478
Supplemental Basic Aid $938,311 $912,538
Remedial Summer School $25,064,692 $25,514,519
English as a Second Language $37,272,009 $39,141,229
Textbooks (split funded) $24,919,982 $12,858,440

Total $435,200,000 $435,200,000

Technology - VPSA $57,610,000 $57,792,000

Department of Education (Central Office)

Gowvernor’s September 2009 Budget Reductions. With the exception of the capture
of balances, continues proposed reductions for savings of $1.8 million GF.

Distribute Central Appropriations Amounts to Agency Budgets. Reduces funding
by $411,037 GF each year by adjusting the agency budget to reflect amounts
moved from Central Appropriations that reflect retirement benefit rate savings.

Project Graduation. Eliminates funding of $188,302 GF each year for Project
Graduation budgeted in DOE. There remains $2.8 million each year for Project
Discovery budgeted in Direct Aid.

Nonpersonnel Operating Costs, Real Estate Fees, Payroll Services Bureau.
Reduces funding by $50,000 GF each year for nonpersonnel operating costs; $1,505
GF each year for payroll services bureau costs; and adds $4,281 GF each year to
distribute amounts for real estate fees from DGS.

Charge School Divisions for Non-AP Virtual Virginia. Reduces funding by
$18,750 GF each year by charging school divisions tuition for non-AP courses.

Indirect Cost Recovery. Adds $200,000 NGF each year for additional indirect cost
recovery revenue.

Report on Services for Children with Autism Spectrum Disorders. Directs DOE to
evaluate options for enhancing the early intervention system and improving
services for school-age children with autism spectrum disorders.

Education Technology Report. Eliminates duplicative requirement for school
divisions to report technology expenditures in the Annual School Report.
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Virginia School for the Deaf and Blind

Governor’s September 2009 Budget Reductions. With the exception of the capture
of balances, continues proposed reductions for savings of $499,977 GF.

Payroll Service Bureau Costs. Adds $31,240 GF each year for costs associated
with mandated entry into the Department of Accounts’ Payroll Service Bureau.

Distribute Central Appropriations Amounts to Agency Budgets. Reduces funding
by $186,486 GF each year by adjusting the agency budget to reflect amounts
moved from Central Appropriations that reflect retirement benefit rate savings.

Reduce Utility Costs, Travel, and Supply and Equipment Purchases. Reduces
funding by $195,000 GF each year by reducing utility costs with energy efficient
practices, reducing travel, decreasing supply and equipment purchases, and
eliminating personal communication devices.

Reduce Overtime and Hourly Pay. Reduces funding by $125,000 GF each year by
reducing the amount of overtime pay allowable for all departments and by
reducing pay for hourly employees.

Capture Energy Savings from Demolished Buildings. Captures $94,977 GF each
year in energy savings associated with the demolition of Harrison Hall, Price Hall,
and the maintenance building.

Reduce Special Funds. Reduces funding by $480,563 NGF each year. Local school
division payments are now deposited into the General Fund.

Increase Reimbursement Claims for Medical Services. Replaces $75,000 GF each
year with reimbursement claims for medical services including skilled nursing,
psychological, and audiology services.

Supplant GF with Foundation Funding. Replaces $25,000 GF each year with
nongeneral fund foundation funding.

Sale of the Former Virginia School for the Deaf, Blind and Multi-disabled
Campus. The adopted budget includes language in Part 3 for the sale of a portion
of the acreage of the former Virginia School for the Deaf, Blind, and Multi-
disabled campus located in Hampton. The proceeds of the sale, estimated to be
$2.5 million, will be deposited into the General Fund.
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Higher Education

Chapter 781 of the 2009 Acts of Assembly contained general fund reductions totaling
$214.6 million in FY 2010 for public institutions of higher education and directly affiliated
agencies. HB 29 provides additional reductions of $46.7 million GF, or a total of $261.3 million
GF. This is partially offset by proposed federal stimulus funding of $75.0 million GF in FY 2010.
These amounts differ from what was originally proposed in the Governor’s September 2009
Budget Reduction Plan. Those actions would have required a waiver from the federal stimulus
funding stipulations and that waiver was withdrawn. Additional GF reductions of $2.7 million
GF are incorporated for other higher education centers and agencies.

For the 2010-12 biennium, the amendments for all higher education agencies result in a
GF decrease of $324.0 million GF or 9.5 percent (excluding the two-year college transfer grant)
when compared to the original appropriation. This results in a biennial general fund budget of
$3.1 billion compared to $3.4 billion in Chapter 781. General fund across-the-board reductions
of $46.7 million in FY 2011 and $196.8 million in FY 2012 are incorporated for public colleges
and universities and directly affiliated agencies for the biennium. Federal stimulus funding of
$198.3 million is included for FY 2011, and more than offsets reductions in that year. However,
no stimulus funding is available for FY 2012 leaving GF reductions of 13 to 15 percent. This is in
addition to several rounds of GF reductions since FY 2008, leaving higher education with
cumulative GF reductions of almost 25 percent during this five year period.

Major GF Actions
(FY 2010 and the 2010-12 biennium, $ in millions)

HB 29 HB 30
Colleges and Universities & Directly Affiliated Agencies
Across-the-Board Reductions ($46.7) ($243.5)
Technical Base Adjustments 0.0 (39.4)
Remove One-Time Support for IT Procurement and Equipment 0.0 (2.3)
Other Reductions 0.0 (3.0)
Reversion Clearing Account 0.0 (10.0)
Other Higher Education Centers & Agencies
Across-the-Board Reductions ($2.7) ($5.5)
Technical Base Adjustments 0.0 (0.3)
Remove One-Time Support for Jefferson Labs/Second Year 0.0 9.2)
for Hampton Proton Beam Therapy
Tuition Assistance Grant Program 0.0 (10.0)
Other Reductions 0.0 (4.2)
Reductions Total ($49.9) ($327.4)
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Major GF Actions (cont'd)
(FY 2010 and the 2010-12 biennium, $ in millions)

Increase Interest Earnings and Credit Card Rebate 0.1 0.1
Various Program Enhancements 0.0 3.3
Spending Total $0.1 $3.4
Proposed Federal Education Stimulus Allocation $75.0 $198.3
HB 29 (Chapter 872)

- Across-the-Board Reductions to Colleges and Universities and Directly Affiliated
Higher Education Institutions. Imposes an additional $46.7 million GF reduction
on top of the initial reductions contained in Chapter 781. Table HE-I summarizes
the reduction actions and use of stimulus in Chapter 781 based on approved
legislative actions. Stimulus allocations were based on the change in reductions
imposed on higher education institutions from FY 2010 over FY 2009 or about
$130.1 million GF. Stimulus funds totaling $126.1 million were used to offset 97.4
percent of those reductions at each institution.

In HB 29, there are additional general fund reductions and changes to the amount
and allocation of federal stimulus dollars. This is summarized in Table HE-II. The
additional reductions total $46.7 million GF in FY 2010 bringing the total reduction
impact on higher education to $176.8 million GF. The allocation of stimulus
dollars to higher education is limited to $75.0 million in FY 2010. This change is
due in part to the withdrawal of the waiver application by the Governor to the
federal government. Federal stimulus legislation limits the GF reductions to
higher education to FY 2006 funding level unless a waiver is sought and
approved. Because the waiver application was withdrawn, higher education
reductions through FY 2011 are essentially capped at levels contained in HB 29.

The initial FY 2010 reductions were about 15 percent for most of the four-year
institutions and 10 percent for the community colleges and Richard Bland College.
The additional instituted reductions for FY 2010 are about 4 percent for all
institutions. Directly affiliated higher education institutions originally received
reductions of 10 percent in FY 2010; the reductions in HB 29 would represent an
additional 4 percent.
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Table HE-I
Chapter 781 Higher Education Reductions
and Use of Stimulus Funds

Institution

Christopher Newport University
College of William & Mary
George Mason University

James Madison University
Longwood University
University of Mary Washington
Norfolk State University

Old Dominion University
Radford University

University of Virginia
University of Virginia at Wise
Virginia Commonwealth University
Virginia Military Institute
Virginia State University
Virginia Tech

Richard Bland College

Virginia Community Colleges

Subtotal Colleges & University
Virginia Institute of Marine Science
Virginia Tech Extension

Virginia State Extension

Subtotal Directly Affiliated

Grand Total

Chapter 781 FY 10 Chapter 781
Reduction Increase Stimulus

Over FY 09 Allocation
($3,584,531) $3,492,779
(3,915,957) 3,815,722
(11,199,089) 10,912,431
(7,493,414) 7,301,608
(3,252,932) 3,169,668
(2,450,364) 2,387,643
(4,341,824) 4,230,688
(13,123,727) 12,787,803
(5,626,480) 5,482,461
(11,004,328) 10,722,655
(1,661,039) 1,618,522
(21,081,348) 20,541,737
(1,275,152) 1,242,513
(1,340,033) 1,305,733
(17,777,647) 17,322,599
(352,442) 343,420
(19,916,534) 19,406,739
($129,396,841) $126,084,721
(677,590) 660,246
0 0
0 0
($677,590) $660,246
($130,074,431) $126,744,967
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Table HE-II

HB 29 Higher Education Reductions and Revised Use of Stimulus

Institution

Christopher Newport Univ
College of William & Mary
George Mason University
James Madison University
Longwood University
Univ of Mary Washington
Norfolk State University
Old Dominion University
Radford University
University of Virginia
Univ of Virginia at Wise
Va Commonwealth Univ
Virginia Military Institute
Virginia State University
Virginia Tech

Richard Bland College

Va Community Colleges

Subtotal Colleges & Univ
Va Inst. of Marine Science
Virginia Tech Extension

Virginia State Extension

Subtotal Directly
Affiliated

Grand Total

Chapter 781 FY10  Adopted HB FY 2010
Reduction Increase 29 GF FY 2010 Total Stimulus
Over FY 09 Reduction  GF Reduction Allocation
($3,584,531) ($851,385) ($4,435,916) $2,531,692
(3,915,957) (1,442,974) (5,358,931) 2,188,188
(11,199,089) (4,171,140) (15,370,229) 6,203,142
(7,493,414) (2,347,055) (9,840,469) 4,648,818
(3,252,932) (836,798) (4,089,730) 2,221,989
(2,450,364) (715,197) (3,165,561) 1,579,107
(4,341,824) (1,241,942) (5,583,766) 2,826,052
(13,123,727) (3,375,864) (16,499,591) 8,965,969
(5,626,480) (1,521,624) (7,148,104) 3,761,002
(11,004,328) (4,569,031) (15,573,359) 5,559,100
(1,661,039) (460,396) (2,121,435) 1,097,609
(21,081,348) (5,973,081) (27,054,429) 13,798,668
(1,275,152) (422,553) (1,697,705) 765,001
(1,340,033) (799,869) (2,139,902) 397,690
(17,777,647) (5,185,234) (22,962,881) 11,479,961
(352,442) (162,291) (514,733) 155,539
(19,916,534) (10,861,417) (30,777,951) 6,836,891
($129,396,841) ($44,937,851) ($174,334,692) $75,016,418
(677,590) (662,682) (1,340,272) 0
0 (1,074,931) (1,074,931) 0
0 (25,748) (25,748) 0
(677,590) (1,763,361) (2,440,951) 0
($130,074,431) ($46,701,212) ($176,775,643) $75,016,418
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Across-the-Board Reductions to Other Higher Education Agencies. Chapter 781
reductions for FY 2010 were $7.0 million GF. Additional reductions in funding of
$2.7 million GF are incorporated for FY 2010.

Higher Education Auxiliary Enterprises Interest Earnings. Interest earnings on
auxiliary enterprises balances will be withheld in FY 2010. The amount is
projected to be $5.4 million NGF.

Higher Education Restructuring Financial Incentives. Provides an increase for FY
2010 of $132,692 GF. This was one of the incentives under restructuring that
institutions were granted if they successfully met stated performance benchmarks.

HB 30 (Chapter 874)

. Higher Education Institutions and Directly Affiliated Agencies

Across-the-Board Reductions to Public Institutions of Higher Education and
Directly Affiliated Agencies. Because of the previously noted limitations imposed
by federal stimulus legislation, the FY 2011 reductions are identical to those
contained in HB 29. Table HE-III summarizes the impact of across-the-board
general fund reductions and proposed stimulus allocations in FY 2011. A total of
$198.3 million in stimulus funding is provided for FY 2011 which offsets the
across-the-board reductions in FY 2011.

Table HE-IV shows the $196.8 million GF reduction in FY 2012 when compared to
Chapter 781. This reduction, when added to the FY 2010 base reductions of $130.1
million results in total reductions to higher education institutions of $326.9 million

GF since FY 2009. There are no federal stimulus funds to offset these reductions in
FY 2012.
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Table HE-III

HB 30 FY 2011 Higher Education Reductions
and Proposed Use of Stimulus Funds

Institution

Christopher Newport Univ
College of William & Mary
George Mason University
James Madison University
Longwood University
Univ of Mary Washington
Norfolk State University
Old Dominion University
Radford University
University of Virginia
Univ of Virginia at Wise
Va Commonwealth Univ
Virginia Military Institute
Virginia State University
Virginia Tech

Richard Bland College

Va Community Colleges

Subtotal Colleges & Univ
Va Inst. of Marine Science
Virginia Tech Extension
Virginia State Extension

Subtotal Directly Affiliated

Grand Total

Continue HB 30 Total FY 2011
Chapter 781 Proposed FY = GF Reduction
Reductions 2011 Reduction Impact

($3,584,531) ($851,385) ($4,435,916)

(3,915,957) (1,442,974) (5,358,931)
(11,199,089) (4,171,140) (15,370,229)
(7,493,414) (2,347,055) (9,840,469)
(3,252,932) (836,798) (4,089,730)
(2,450,364) (715,197) (3,165,561)
(4,341,824) (1,241,942) (5,583,766)
(13,123,727) (3,375,864) (16,499,591)
(5,626,480) (1,521,624) (7,148,104)
(11,004,328) (4,569,031) (15,573,359)
(1,661,039) (460,396) (2,121,435)
(21,081,348) (5,973,081) (27,054,429)
(1,275,152) (422,553) (1,697,705)
(1,340,033) (799,869) (2,139,902)
(17,777,647) (5,185,234) (22,962,881)
(352,442) (162,291) (514,733)
(19,916,534) (10,861,417) (30,777,951)
($129,396,841) ($44,937,851) ($174,334,692)
(677,590) (662,682) (2,905,657)

0 (1,074,931) (3,382,925)

0 (25,748) (52,290)

($677,590) ($1,763,361) ($6,340,872)
($130,074,431) ($46,701,212) ($180,675,564)

FY 2011
Stimulus
Allocation

$3,505,271
6,884,042
19,894,643
11,292,799
3,305,208
3,406,157
3,915,635
12,664,227
6,060,300
21,892,717
1,702,856
23,160,921
1,940,755
3,314,396
20,892,536
701,736
45,796,200

$190,330,399
3,076,343
4,756,374
140,205
$7,972,922

$198,303,321
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HB 30 FY 2012 Higher Education Reductions

Table HE-IV

and Total GF Impact Since FY 2010

Institution

Christopher Newport University
College of William and Mary
George Mason University

James Madison University
Longwood University
University of Mary Washington
Norfolk State University

Old Dominion University
Radford University

University of Virginia
University of Virginia at Wise
Virginia Commonwealth University
Virginia Military Institute
Virginia State University
Virginia Tech

Richard Bland College

Virginia Community Colleges

Subtotal Institutions
Virginia Inst. of Marine Science

Virginia Tech Extension
Virginia State Extension

Subtotal Directly Affiliated Higher Ed.

Grand Total

Continue Additional Total GF
Chapter 781 FY 2012 Reduction
Reductions Reduction Impact

($3,584,531) ($3,587,102) ($7,171,633)
(3,915,957) (6,079,615) (9,995,572)
(11,199,089) (17,574,072) (28,773,161)
(7,493,414) (9,888,736) (17,382,150)
(3,252,932) (3,525,641) (6,778,573)
(2,450,364) (3,013,308) (5,463,672)
(4,341,824) (5,232,617) (9,574,441)
(13,123,727) (14,223,369) (27,347,096)
(5,626,480) (6,410,987) (12,037,467)
(11,004,328) (19,250,486) (30,254,814)
(1,661,039) (1,939,766) (3,600,805)
(21,081,348) (25,166,106) (46,247,454)
(1,275,152) (1,780,323) (3,055,475)
(1,340,033) (3,370,052) (4,710,085)
(17,777,647) (21,846,706) (39,624,353)
(352,442) (683,772) (1,036,214)
(19,916,534) (45,761,904) (65,678,438)
($129,396,841) ($189,334,562)  ($318,731,403)
(677,590) (2,792,047) (3,469,637)

0 (4,528,956) (4,528,956)

0 (108,484) (108,484)

($677,590) ($7,429,487) ($8,107,077)
($130,074,431) ($196,764,049)  ($326,838,480)

- Across-the-Board Reductions to Other Higher Education Agencies. The adopted

budget contains reductions in funding of $2.7 million GF in each year.

The

reductions to the other higher education agencies were generally 10 percent.

However, the reduction to EVMS is slightly less at 6 percent.
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Other Higher Education
FY 2011 and FY 2012 Across-the-Board Reductions

2010-12

Biennial

Institution FY 2011 FY 2012 Amount
Southwest Virginia Higher Education Center (200,546) (200,546) (401,092)
Southern Virginia Higher Education Center (212,675) (212,675) (425,350)
Roanoke Higher Education Center (124,655) (124,655) (249,310)
Institute for Advanced Learning & Research (306,948) (306,948) (613,896)
New College Institute (151,571) (151,571) (303,142)
Jefferson Labs (63,883) (63,883) (127,766)
State Council for Higher Education in Virginia? (1,004,861)  (1,004,861)  (2,009,722)
Eastern Virginia Medical School ($671,298) ($671,298) ($1,342,596)
Total ($2,736,437)  ($2,736,437) ($5,472,856)

Note (1): The reduction base for SCHEV excludes funding for Tuition Assistance Grants, the Va. Women's
Institute for Leadership and Virtual Library of Virginia.

- Additional Targeted Reductions. The adopted budget includes other targeted
reduction actions in higher education in addition to the across-the-board
reductions. The table below summarizes the targeted reductions by year.
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Higher Education Targeted Reductions

FY 2011 and FY 2012
2010-12
Biennial
Institution FY 2011 FY 2012 Amount
Colleges and Universities & Directly Affiliated Agencies
George Mason University ($300,000) ($300,000)  ($600,000)
Virginia Community College System - Central 0 ($500,000)  ($500,000)
Office/ Utility Operations
Virginia Cooperative Extension 0 ($1,000,000) ($1,000,000)
University of Virginia at Wise (461,359) (461,359) (922,718)

Total

Other Higher Education Centers & Agencies

Inst. for Advanced Learning & Research ($306,948) ($306,948)  ($613,896)
Jefferson Labs (63,883) (63,883) (127,766)
State Council for Higher Education in Virginia (35,582) (35,582) (71,164)
Hampton Proton Beam (90,000) (90,000) (180,000)
Total ($496,413)  ($496,413)  ($992,826)

($761,359)  ($1,261,359) ($3,022,718)

TAG Program. Reduces the GF appropriation by $5.0 million in each year of the
biennium for the Tuition Assistance Grant program (TAG).

Eminent Scholars Program. Includes a reduction of $1.7 million GF in each year of
the biennium to the Eminent Scholars program. This is a 50 percent reduction to
the funding that remained in the program.

Virginia Cooperative Extension Program. Includes a reduction of $1.0 million GF
to cooperative extension services in FY 2012. Language requires that the Virginia
Cooperative Extension report on its strategic planning process and the
prioritization of programs.

Virginia Community College System Central Office. Includes a reduction of
funding of $500,000 GF in FY 2012 for the central office and utility operations at
the Virginia Community College System.
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Higher Education Research Initiative Funding. Provides for a phase out of the
funding initiative for Jefferson Lab with a $3.0 million GF reduction in FY 2011
and a $6.0 million GF reduction in FY 2012, leaving $3.0 million GF in FY 2011.
This phase out was anticipated and part of the initial request to match federal
funding. Funding of $510,000 GF in each year is provided for the proton beam
project at Hampton University.

Proposals for Eastern Virginia Medical School (EVMS). Provides $375,700 GF in
FY 2011 and FY 2012 transferred from the Tuition Assistance Grant (TAG)
program to EVMS for graduate financial aid. Students at EVMS will have access
to these funds as student financial aid and will therefore no longer be eligible for
the TAG program. In addition, language is proposed under SCHEV to treat EVMS
like the other two medical schools for funding calculations.

Virginia State University: Expand Manufacturing and Logistics Technology
Funding. Funds $300,000 GF in each year of the biennium to support the
University’s manufacturing and engineering and logistics technology programs.

Virginia State University Extension Services Funding. Provides $440,000 GF in
the first year to match federal grant funds for extension services at Virginia State
University.

Norfolk State University: Fund Ph.D. Program in Materials Science. Provides
$250,000 GF in each year of the biennium to support the University’s Ph.D.
program in Materials Science.

Longwood University: Expand Nursing Program Funding. Provides funding of
$185,673 GF in FY 2011 and $289,991 GF in FY 2012 for additional support to the
Bachelor of Science in nursing program.

Virginia Commonwealth University: Increase Funding for Cancer Research.
Provides additional funding of $1.0 million GF in FY 2011 for the Massey Cancer
Center.

Higher Education Restructuring Financial Incentives. Contains $8.4 million GF
and $2.1 million NGF for FY 2011 (to be transferred from Central Accounts) for
estimated interest earnings from tuition and fees and other nongeneral fund E&G
revenues and a rebate on certain credit card purchases. The increase in FY 2011 is
$132,692 GF, the same as the increase for FY 2010. This was one of the incentives
under restructuring that institutions were granted if they successfully met stated
performance benchmarks. No funding is provided for FY 2012.

Higher Education Auxiliary Enterprises Interest Earnings. Withhold interest
earnings on auxiliary enterprise balances of approximately $7.2 million NGF in
each year.
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Reversion Clearing Account in Central Appropriations: Higher Education.
Provides a reduction of $10.0 million GF in FY 2012 to higher education
institutions. The General Assembly was silent on the allocation of the reduction,
leaving this as an issue that will be revisited in the FY 2012 Session.

Two-Year College Transfer Grant. Provides a $750,000 GF each year in SCHEV to
provide grants of up to $2,000 for students transferring from a two-year college to
a four-year college that meet program eligibility criteria.
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Other Education

The adopted 2010 budget decreases general funds for Other Education agencies by $6.2
million or about 10 percent compared to Chapter 781 of the 2009 Acts of Assembly, except for
the Virginia Commission for the Arts, which was decreased by about 16 percent, and aid to local
public libraries, which was decreased by 5 percent.

The approved appropriation for Other Education agencies in the 2010-12 biennium
results in a net decrease in general funds of $17.8 million or about 14 percent compared to the
appropriation from Chapter 781. Other Education agencies generally absorbed reductions of
about 10 to 12 percent except for the Virginia Commission for the Arts, which was decreased by
about 28 percent; aid to local public libraries, which was decreased by 15 percent; and, the
Jamestown-Yorktown Foundation, which was decreased by about 17 percent.

HB 29 (Chapter 872)

Virginia Museum of Fine Arts

Governor’s September 2009 Budget Reductions. Saves $1.1 million GF, or 9.7
percent, in FY 2010 by supplanting $501,402 GF with nongeneral fund revenues
primarily from increased admissions, memberships, food services, and special
events after the new wing is open to the public; $279,000 GF by reducing personal
costs; $125,000 GF by reducing discretionary costs; $92,463 GF through
reorganization, reductions in work hours and two layoffs; and $88,000 GF by
repositioning security staff.

Jamestown-Yorktown Foundation

Governor’s September 2009 Budget Reductions. Saves $726,628 GF, or 9.6 percent,
through a reduction of $247,434 and 4 positions by trimming staffing levels;
$224,914 GF by deferring capital outlays and maintenance and other discretionary
expenses; $158,616 GF and 1 position by supplanting general fund expenditures
with nongeneral fund support; $82,691 GF and 3 positions by limiting outreach
education programming; and $12,973 GF by investing in energy conservation
initiatives.

Library of Virginia

Governor’s September 2009 Budget Reductions. Saves $2.8 million GF or 9.3
percent through supplanting $1.0 million GF operating expenses with nongeneral
funds; $868,931 GF by reducing aid to local libraries by 5 percent; $221,790 GF by
applying nongeneral fund resources to fund operating costs for the State Records
Center building; $203,689 GF through attrition and retirements; $123,480 GF and 6
positions through layoffs; $150,000 GF by supplanting general funds with
nongeneral funds for conservation and preservation, including microfilm;
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$112,491 GF and 2 positions by laying off nongeneral fund positions and
supplanting general funds for other positions; $111,774 GF by reducing
acquisitions; $25,000 GF by reducing the preservation of electronic records; and
$23,000 by reducing travel, supplies, and equipment purchases.

J Science Museum of Virginia

- Governor’s September 2009 Budget Reductions. Saves $514,840 GF, or 9.7 percent,
by eliminating four positions in informal educational services and programs and
one vacant maintenance position.

J Virginia Commission for the Arts

- Governor’s September 2009 Budget Reductions. Saves $867,606 GF, or 16.4 percent
by eliminating final payments to community art organizations and to field grant
recipients and by eliminating grants to schools, teachers, and individual artists.

J Frontier Culture Museum of Virginia

- Governor’s September 2009 Budget Reductions. Saves $150,436 GF, or 9.8 percent,
and 3 positions by using nongeneral fund revenue, eliminating wage hours for
grounds maintenance and special events, and reducing marketing.

. Gunston Hall

- Governor’s September 2009 Budget Reductions. Saves $54,338 GF, or 9.9 percent,
by reducing maintenance reserve funding.

HB 30 (Chapter 874)

J Virginia Museum of Fine Arts

- Continue Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $1.1 million GF each year and an
increase of $642,346 NGF in FY 2011 and $1.1 million NGF in FY 2012, with no
additional funds for the expansion opening.

- Adjust NGF for Earned Income. Adds $1.1 million NGF each year.
o Jamestown-Yorktown Foundation

- Continue Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $726,627 GF and an increase of
$181,024 NGF each year.

- Additional December Reduction. Expands the strategies announced in September
2009 for a savings of $363,317 GF and increase of $23,727 NGF each year.
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- Fee-Based Public Programming and Website Development. Provides $200,000 GF
in FY 2011 to develop additional interpretative programs and web content
development.

Library of Virginia

- Partial Continuation of the Governor’s September 2009 Budget Reductions. Saves
$749,434 GF in FY 2011 (less than the amount FY 2012 due to WTA costs for
layoffs), and $1.3 million GF in FY 2012 in lieu of the amounts announced in
September 20009.

- Aid to Public Libraries. Reduces level of aid to local public libraries by $2.6
million GF or 15 percent each year.

Science Museum of Virginia

- Continue Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $514,840 GF each year.

- Adjust NGF for Federal Grants. Adds $1.0 million NGF each year.
Virginia Commission for the Arts

— Partial Continuation of the Governor’s September 2009 Budget Reductions. Saves
$787,606 GF each year in lieu of the amounts announced in September 2009.

- Reduce Arts Grants. Saves $669,673 GF each year by reducing arts grants by an
additional 15 percent.

- NGF Grants. Adds $43,000 NGF each year for federal grants and the Virginia Arts
Foundation program.

Frontier Culture Museum of Virginia

- Continue Governor’s September 2009 Budget Reductions. Continues the strategies
announced in September 2009 for a savings of $150,436 GF and an increase of
$90,000 NGF each year.

Gunston Hall

- Continue Governor’s September 2009 Budget Reductions. Continues the savings
announced in September 2009 for a savings of $54,337 GF and an increase of
$31,750 NGF, to include admissions fees, each year.
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Finance

The adopted amendments for the Finance secretariat for FY 2010 include a net decrease
of $37.1 million in general fund dollars, a 5.4 percent decrease compared to Chapter 781 of the
2009 Acts of Assembly. The majority of the savings for FY 2010 comes from a $27.8 million
reduction in debt service funding at the Treasury Board based on updated estimates.

The adopted amendments for the Finance secretariat for the 2010-12 biennium include a
net increase of $2,043.3 million in general fund dollars and $74.8 million nongeneral fund
compared to the Chapter 781 base. This represents a 10.5 percent increase in general fund
appropriation compared to Chapter 781. Significant general fund expenditures for the 2010-12
biennium include restoration of the Personal Property Tax Relief (Car Tax) program, a $50.0
million reserve fund for an anticipated FY 2013 deposit into the revenue stabilization fund and
$165.7 million in additional debt service requirements. Significant general fund savings actions
include elimination of the $20.1 million general fund support for the Line of Duty program and
conversion of the program to a premium funded insurance program, as well as funding with
the VRS administered retiree health credit and group life insurance programs; $14.4 million
from an increase in the capital fee for out of state students, $5.2 million from administrative
efficiencies at the Department of Taxation, and $300,000 from charging the State Corporation
Commission for treasury services.

HB 29 (Chapter 872)

o Department of Accounts

- Governor’s September 2009 Budget Reductions. Includes savings of $1.5 million
GF in FY 2010 to reflect actions taken as part of the September 2009 budget
reductions. The majority of the savings comes from a reversion of $1.3 million in
general fund balances. The budget reduction plan includes 3 potential layoffs
within the Department of Accounts.

J Department of Accounts Transfer Payments

- Governor’s September 2009 Budget Reductions. Includes savings of $1.7 million
GF in FY 2010 to reflect actions taken as part of the September 2009 budget
reductions. The savings is realized from the supplanting of general fund support
for the Line of Duty program with $1.2 million from the state employee retiree
health credit benefit and $500,000 from the group life insurance program.

- Capture Nongeneral Fund Balances from the Line of Duty Program. Supplants
$2.2 million in general fund support in FY 2010 for the Line of Duty program with
$2.2 million in nongeneral fund balances in the Line of Duty Trust Fund. This is a
modification to this