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General Revenues

The strength in sales and use tax collections in Rhode Island is very dependent on the State’s housing
market. In prior fiscal years, historically low long-term interest rates and multiple rounds of mortgage
refinancings by homeowners had made available a significant source of income that was used to
remodel primary residences, purchase appliances, and retire personal debt. From the State’s
perspective, the distribution of this consumption activity is vital, as most of the spending had been
concentrated on items that are subject to the 7.0 percent state sales tax. As long-term interest rates
began to rise, the State’s housing sector cooled substantially and this reduced housing sector activity has
slowed the rate of growth in the sales and use tax collections. For FY 2008 sales and use tax
collections are projected to be $865.0 million.

Excise Taxes other than the sales and use tax are expected to decrease by $3.6 million in FY 2008.
Motor vehicle operators license and vehicle registration fees are expected to reach $44.5 million in FY
2008, a decrease of 5.1 percent from FY 2007 collections. The Motor Fuel tax estimate of $1.2
million is 8.5 percent lower than FY 2007 collections. The revised FY 2008 Cigarette Tax estimate of
$119.1 million represents a 1.1 percent decrease over FY 2007 collections. Cigarette Tax collections
are expected to decrease by $1.4 million. The State did not change its cigarette excise tax in FY 2007.
The cigarette floor stock tax is a one-time revenue that occurs only when the State’s cigarette excise tax
is increased. No increase in the State’s cigarette excise tax was enacted in FY 2007 or FY 2008. As a
result, no cigarette floor stock taxes were collected.

Other Taxes are expected to decrease $6.0 million in FY 2008 relative to audited FY 2007. Of the total
decrease in Other Taxes, Inheritance and Racing and Athletics tax collections constitute a $121,166
decrease, the Realty Transfer tax constitutes a $1.3 million decrease, and Inheritance and Gift Taxes
are expected to yield $4.6 million less in FY 2008 than in audited FY 2007, with estimated collections
of $30.1 million. This expected decrease in Inheritance and Gift Tax collections is due to the nature of
the tax itself, which can be affected markedly by the passing of a single wealthy taxpayer. Racing and
Athletic Taxes are expected to continue their downward trend in FY 2008 totaling $2.8 million, a
decrease of 4.1 percent from FY 2007 levels. Realty Transfer Taxes are expected to total $11.4 million
in FY 2008, a decrease of 10.5 percent from audited FY 2007 collections.

In the Governor’s FY 2008 supplemental budget, Departmental Receipts are estimated at $338.8
million, an increase of $61.0 million from audited FY 2007 collections, or 22.0 percent.

In addition to the above general revenue components, increases are forecasted in FY 2008 for the Other
Miscellaneous general revenue category, the Unclaimed Property Transfer to the general fund, and the
Lottery transfer to the general fund whereas the Gas Tax Transfer to the general fund is forecasted to
decrease in FY 2008. In the case of the Gas Tax Transfer, a decrease of $19,602 is forecasted.

In the case of the Lottery Transfer, an increase of $28.5 million to $349.5 million is projected for FY
2008. It is an increase of 8.9 percent from the audited FY 2007 transfer. This increase is attributable
primarily to the year-to-date experience of quickening growth in video lottery net terminal and may also
possibly be affected by the completion of construction at the Twin Rivers (formerly Lincoln Park)
gambling facility as the new owners have refurbished and revamped much of the facility.

In the case of Other Miscellaneous general revenues, a $94.3 million increase to $181.2 million is
projected. For FY 2008, Other Miscellaneous revenues are expected to make up 5.3 percent of
recommended general revenues. FY 2007 Other Miscellaneous revenues include a proposed adjustment
of $19.4 million for the transfer from the Budget Reserve Fund needed to close final FY 2007 with a
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General Revenues

balanced budget, particularly in light of the proposed audit adjustment to reflect a $19.0 million liability
for Financial Institutions Taxes.

The chart below shows the sources of general revenues for the period FY 2006 — FY 2009. The values
of the two major sources of general revenues, personal income taxes and sales and use taxes, are
highlighted.

General Revenue Sources
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FY 2009 Proposed Revenues

The Governor’s recommended FY 2009 budget estimates general revenues of $3.347 billion, a decrease
of 2.7 percent from the revised FY 2008 level. The Governor’s recommendation is comprised of
$3.193 billion of revenue estimated at the November 2007 Revenue Estimating Conference and $154.2
million of changes to the adopted estimates. These changes are shown in the schedule General Revenue
Changes to Adopted Estimates located in Appendix A of this document.

The largest source of FY 2009 general revenues is the Personal Income Tax, with estimated receipts of
$1.100 billion, $18.2 million more than the November 2007 REC estimate for FY 2009. Personal
Income Taxes are expected to comprise 32.9 percent of total general revenues in FY 2009. The $18.2
million increase over the adopted estimate in Personal Income Tax collections is due to the Governor’s
proposal to limit taxpayer usage of the Historic Structures Tax Credit to $40.0 million. It should be
noted that the Budget Office estimates that the FY 2009 Personal Income Tax estimate adopted at the
November 2007 REC incorporated $52.9 million in revenue lost to the Historic Structures Tax Credit
(HSTC) program. Relative to the revised FY 2008 budget, recommended FY 2009 Personal Income
Taxes are $30.8 million greater, a growth rate of 2.9 percent.
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General Revenues

Sales and Use Tax collections are expected to total $888.4 million in FY 2009, or no change from the
FY 2009 estimate agreed upon at the November 2007 Revenue Estimating Conference. The
Governor’s FY 2009 recommended estimate signifies growth of 2.7 percent over the FY 2008 revised
estimate. Sales and Use Taxes are anticipated to contribute 26.5 percent to total general revenues in
FY 2009.

Motor Vehicle operator license and vehicle registration fees are forecasted to equal $46.3 million in FY
2009, a decrease of $132,452 from the November 2007 REC estimate. This decrease is the result of
the Governor’s proposal to pay the refunds for the Unified Carrier Registration Act (UCRA) out of
general revenue receipts rather than through a restricted receipt account. Motor Carrier Fuel Use
Taxes are estimated to reach $1.2 million in FY 2009, the same as the November 2007 REC estimate.
The other components of excise taxes, namely Cigarettes Taxes and Alcohol Taxes, remain at the levels
adopted by the conferees of the November 2007 Revenue Estimating Conference. Cigarettes Taxes are
estimated to decline by $1.8 million, or 1.5 percent, from the revised FY 2008 estimate. This decrease
is a result of the estimated drop in cigarette consumption. Alcohol Tax revenues, however, are
projected to remain unchanged in FY 2009 from the revised FY 2008 estimate.

General Business taxes represent 11.8 percent of total general revenue collections in the FY 2009
budget year. Business Corporation Tax revenues are expected to yield $160.3 million, an increase of
0.2 percent, or $300,000 from the FY 2009 estimate agreed to at the November 2007 REC. This
increase is the result of the Governor’s previously referenced proposal to cap usage of Historic
Structures Tax Credit which is expected to increase Business Corporations Tax collections by
$300,000. Business Corporations Tax collections are projected to be 2.0 percent lower than the revised
FY 2008 estimate. The FY 2009 Business Corporations Tax estimate includes a Budget Office estimate
of $2.5 million in revenues lost to the use of Historic Structures Tax Credits by corporate income tax
filers. Business Corporations taxes are expected to constitute 4.8 percent of total general revenues in
FY 2009.

Bank Deposits Taxes are estimated at the levels adopted at the November 2007 Revenue Estimating
Conference. Health Care Provider Assessments are estimated to be $275,000 lower than the levels
adopted at the November 2007 Revenue Estimating Conference as a result of the Governor’s proposal
to reduce reimbursements to the nursing home labor cost center principles payments to nursing homes
by $5.0 million which will result in a corresponding decrease in the Nursing Home Tax of 5.5 percent
of gross revenues. Insurance Premiums Taxes are estimated to be $75.1 million in FY 2009 and are
forecasted to be 1.3 percent higher than in the revised FY 2008 budget. They will comprise 2.2
percent of total general revenues in FY 2009. Recommended Insurance Premiums Taxes are higher
than the November 2007 REC estimate by $2.1 million as a result of the previously referenced Historic
Structures Tax Credit buyback program. The Budget Office estimates that the FY 2009 Insurance
Premiums Taxes will be reduced by $5.2 million as a result of the use of Historic Structures Tax
Credits. This estimated revenue loss is included in the November 2007 REC estimate for Insurance
Premiums taxes. Financial Institution Taxes are estimated at $19.4 million more than adopted levels
for FY 2009. The Governor’s proposed Historic Structures Tax Credit buyback program is expected to
recover $400,000 in Financial Institution Taxes. Further, the Governor has recommended adjusting the
November 2007 REC FY 2009 estimate by $19.0 million to account for the proposed audit adjustment
to FY 2007. The Department testified that a Financial Institutions taxpayer overpaid their taxes by
$19.0 million as testified to at the November 2007 REC by the Department of Taxation. The principals
of the conference recorded the liability in FY 2009 based upon the Department’s testimony that the
taxpayer intended to request a refund in FY 2009, however the Auditor General has proposed to record
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General Revenues

the refund as a liability against the year in which the overpayment was made. Finally, the Public
Utilities Gross Earnings Taxes remain unchanged from the November 2007 REC estimate of $104.0
million which comprises 3.1 percent of general revenues.

Inheritance and Gift Taxes are projected to reach $30.1 million in FY 2009; no change from the level
adopted at the November 2007 Revenue Estimating Conference. Realty Transfer Taxes are also
estimated at the same level adopted at the November 2007 Revenue Estimating Conference. Thus,
Realty Transfer Taxes are expected to grow 2.6 percent from their revised FY 2008 levels, with
anticipated collections of $11.7 million. Racing and Athletics Taxes are also estimated at the level
adopted at the November 2007 REC. This estimate represents a decline of $200,000, or —7.1 percent,
from the revised FY 2008 estimate. Total Racing and Athletics Taxes projected in FY 2009 is $2.6
million. The total of Other Taxes is 1.3 percent of total general revenues in FY 2009.

FY 2009 departmental receipts are expected to generate $15.8 million more than the revised FY 2008
budget. Including all of the Governor’s proposed changes to departmental receipts, total departmental
revenues are expected to be $354.6 million in FY 2009, or 10.6 percent of total general revenues. In
the licenses and fees category of departmental receipts, $111.3 million is expected as a result of the
Governor’s proposals. Most of this increase is attributable to the hospital licensing fee. The Governor
recommends that the hospital licensing fee be reinstated for one year yielding $78.0 million in FY 2009
in addition to increasing the rate of assessment to 4.94 percent which will yield another $32.7 million.
The FY 2009 recommended departmental revenues figure includes the following proposals:

e $78.0 million from reinstituting the Hospital Licensing Fee;

e $32.7 million from increasing the Hospital Licensing Fee rate of assessment to 4.94 percent;

e $1.1 million from requiring court costs equivalent to fine amounts for good driving dismissals;

e $611,919 for charging a permitting fee on cases of bottled water;

e $350,000 (approximately) for fines derived from driving while using mobile phone violations;

e $300,000 million in RI Housing and Mortgage Financing Corporation grants;

e $275,868 from increased Community Corrections fees;

e $1.3 million resulting from licensing mortgage loan originators;

e $100,000 in cost recoveries from proposed restricted receipt accounts for the Energy Office;

e adecrease of $11,900 from discontinuing licensing of massage parlors;

e adecrease of $275,000 from replacing the writ service with constable service;

e a decrease of $1.7 million for converting the newborn hearing and screening fees to restricted
receipts; and

e adecrease of $2.1 million for converting the demand side energy grant to restricted receipts.

The Other Sources component total of $389.3 million in FY 2009 represents a decrease of 29.4 percent,
or $162.1 million, compared to the revised revenue estimate for FY 2008. The change in other sources
of revenue affects only the Other Miscellaneous Revenues.

The Governor’s recommended FY 2009 budget for Other Miscellaneous Revenues is $170.0 million
lower than the revised FY 2008 level, a decrease of 93.8 percent. This decrease is due in large part to
the inclusion of tobacco securitization proceeds worth $124.0 million in FY 2008 that do not repeat in
FY 2009. Other Miscellaneous Revenues are anticipated to be $11.3 million in FY 2009, amounting to
0.3 percent of all general revenues.
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Within the Gas Tax Transfer component, the Governor’s FY 2009 budget shows no change from the
revised FY 2008 level. The Gas Tax Transfer is expected to total $4.7 million, comprising 0.1 percent
of total general revenues in FY 2009.

Within the Lottery category, the recommended FY 2009 budget is $14.4 million greater than the
revised FY 2008 budget, an increase of 4.1 percent. The Governor recommends no changes from the
November 2007 REC estimate for Lottery. In FY 2009, the Lottery Transfer is expected to be $363.9
million and comprise 10.9 percent of total general revenues.

The final category of general revenue receipts is the Unclaimed Property transfer. In FY 2009, this
transfer is expected to decrease by $6.6 million, or 41.3 percent, from the revised FY 2008 estimate.
The source of this decrease is primarily due to the nonrecurring demutualization of FY 2008. The
Unclaimed Property transfer is projected to be $9.4 million in FY 2009, and comprise 0.3 percent of all
general revenues.
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All Sources

The total budget of $6,888.8 million includes all sources of funds from which state agencies make
expenditures.

Federal funds represent 28.9 percent of all funds. Over 69.0 percent of federal funds are expended for
human services, primarily for Medicaid.

Income and Sales and Use Taxes combined represent 28.9 percent of all revenue sources.

University and College Funds, and Income Support Benefit payments represent 8.8 percent, and 6.0
percent of the total, respectively.

Remaining sources include: Other General Revenues (13.3 percent); Gas Tax Revenues (2.0 percent);
Lottery Transfers (5.3 percent); Restricted Receipts (2.3 percent); and Other Funds (4.4 percent).

Where It Comes From
(in millions)

University Income Restricted

& College Support Gas Receipts
Funds Payments Tax $158.2
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All Expenditures

Approximately sixty-seven percent of all expenditures are for human services and education programs.
The budgets for the human service agencies total $2.613 billion, or approximately thirty-eight percent of
all expenditures. These programs constitute the state's safety net.

Education expenditures comprise approximately twenty-nine percent of total expenditures, or $1.985
billion. Of this total, $1.051 billion represents funding for aid to local units of government. This is
approximately fifty-three percent of all education expenditures, including higher education.

Approximately thirty-five percent of the $1.373 billion expended for general government is for grants and
benefits to individuals. Most of these expenditures are for employment and training services or programs,
including unemployment compensation.

Transportation expenditures comprise five percent of the total budget and include funds for public
transportation, as well as highway, road and bridge expenditures.

In total, expenditures from all funds are recommended to decrease by 5.8 percent from the revised FY
2008 budget.

Where it Goes

B Natural B Transportation,
Resources, $370.8
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BH General
Government,
$1,373.0
Public Safety,
$451.3

B Education,

$1,985.3 uman
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General Government

Summary

General Government includes agencies that provide general administrative services to all other state
agencies, and those that perform state licensure and regulatory functions. It includes: most elected
officials, including the Governor, Lieutenant Governor, General Treasurer, and the Legislature;
administrative agencies, including the Department of Administration, the Department of Revenue, the
Department of Labor and Training, and the Board of Elections; and regulatory agencies, including the
Department of Business Regulation and the Public Utilities Commission. The Governor recommends
2,360.7 FTE positions in FY 2008 and 2,012.4 FTE positions in FY 2009 within general government
agencies.

The FY 2008 revised budget for General Government agencies totals $1.458 billion, including $611.5
million in general revenues, $86.8 million in federal funds, $78.2 million in restricted receipts, and $681.2
million in other funds. The revised budget from all fund sources for General Government agencies is
$18.8 million, or 1.3 percent, more than the FY 2008 enacted budget of $1.439 billion. Of the $1.458
billion recommended for FY 2008, $464.9 million is for grants and benefits, $265.0 million is for
operating, $242.9 million is for local aid, $218.9 million is for personnel, $170.2 million is for debt
service, $39.3 million is for capital, and $56.6 million is for operating transfers.

For FY 2009, the Governor recommends expenditures of $1.373 billion for General Government
programs. The programs are financed with $552.2 million of general revenues, $74.1 million of federal
funds, $79.2 million of restricted receipts, and $667.4 million of other funds. The FY 2009
recommendation for General Government agencies is $66.0 million, or 4.6 percent, less than the FY 2008
enacted level.

How it is Financed

General Revenue

O  Other Funds 40.2%

48.6%

O  Federal Funds

Restricted Receipts 5.4%
5.8%

General Revenue O Federal Funds Restricted Receipts O Other Funds
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General Government

Of the $1.373 billion recommended for FY 2009, $478.9 million is for grants and benefits, $271.9 million
is for operating, $246.5 million is for local aid, $137.2 million is personnel, $188.0 million is for debt
service, $23.6 million is for capital, and $26.8 million is for operating transfers. The General
Government function represents 19.9 percent of the total budget for Rhode Island.

How it is Spent

B Debt Service

13.7% Operating Transfers
1.9%

B Personnel
10.0%
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Equipment X
1.7% ST )
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Of Government
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B Capital Purchases and Equipment E Debt Service

Operating Transfers

General revenue financing for General Government agencies in FY 2009 decreases by $42.6 million, or 7.2
percent, from the FY 2008 enacted level. This decrease is primarily in the Department of Administration
($39.0 million). Other notable changes include decreases in the Department of Revenue ($1.2 million), the
Department of Business Regulation ($1.3 million), Legislature ($341,159), Labor and Training ($283,170),
General Treasurer ($344,783), Public Utilities Commission ($661,246), and the Governor’s Office
($263,085) offset by increases in the Board of Elections ($75,660) and the Secretary of State ($742,008).

In FY 2009, federal funds in General Government agencies decrease by $4.6 million, or 5.8 percent, from
the FY 2008 enacted level. The change results from decreases in the Department of Administration
($11.6 million) and General Treasurer ($746,065) offset by an increase in the Department of Labor and
Training of ($7.3 million) and Department of Revenue ($558,950). Restricted receipts decrease by $3.7
million, or 4.4 percent, which includes decreases of $9.2 million in the Department of Labor and Training
and $4.3 million in the General Treasurer offset by increases of $9.3 million in the Department of
Administration and $433,950 in the Public Utilities Commission. Other funds decrease by $15.2 million,
or 2.2 percent, from the FY 2008 enacted level. This change results from decreases in the Department of
Administration ($29.3 million) and Department of Revenue ($7.1 million) offset by an increase of $21.3
million in the Department of Labor and Training.
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General Government

Department of Administration

The Governor recommends revised appropriations of $627.9 million in FY 2008 for the Department of
Administration, excluding internal service funds. This includes $505.2 million in general revenues, $46.6
million in federal funds, $9.2 million in restricted receipts, and $66.9 million in other funds.

The revised FY 2008 budget is $14.3 million greater than the enacted budget. This includes an increase in
general revenue appropriations of $19.8 million, an increase in federal funds of $1.0 million, a decrease in
restricted receipts of $2.9 million, and a decrease in other funds of $3.3 million. Funding for internal
service funds within the Department of Administration decreases from $331.9 million to $322.7 million,
or $9.2 million, primarily due to lower projected claims in the Health Insurance Fund in FY 2008.

The FY 2008 revised budget for the Department of Administration includes the following statewide
reductions totaling $3.1 million: savings from lower than anticipated employee health benefit claims
experience, $910,461; savings from six uncompensated personal leave days, $1.4 million; and statewide
operating, contracts and grants reductions of 2.7 percent from revised levels, $805,915.

Of the $19.6 million increase in general revenue appropriations, $1.6 million is attributable to core
departmental programs, while the balance is for statewide personnel, state aid, debt service, and other
non-department specific programs. The major general revenue changes within core departmental
programs include:

e Additional personnel funding of $88,419 in the Central Management program to fund the
restoration of the Executive Director position and the transfer of a financial position from the
Information Technology, offset by the transfer of an administrative position to the Governor’s
Office.

e Additional personnel funding of $480,182 in the Legal Services program to fund staff, including
a share of positions transferred from the Department of Transportation, and $164,054 for outside
legal services to assist in labor negotiations.

» Additional personnel funding of $334,322 in the Accounts and Control program to fund 8.0 new
FTE positions resulting from the centralization of accounts payable functions among Executive
Branch agencies. Thirteen (13.0) FTE positions performing these functions in various agencies
have been eliminated as a result of this centralization.

« Additional funding of $77,000 in the Budget Office program to fund actuarial studies, specifically
relating to retiree health benefits.

e Additional funding of $76,079 in the Human Resources program to fund analysis and audit of the
state’s medical benefits programs.

< Additional funding of $15,600 for legal services in the Personnel Appeal Board.

» Additional funding of $3.0 million in the Facilities Management program to fund utility expenses
due to increased energy costs. This increase is offset by a reduction of $2.5 million in various
operating and capital expenses based on revised requirements.

e Savings of $773,700 in the Information Technology program due to a delay in the
implementation of new modules for the Rhode Island Financial Accounting Network System (RI-
FANS).
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General Government

< Net additional general revenue personnel funding of $1.6 million in the Information Technology
program due primarily to two factors. First, the adjustment in the allocation of costs among
funding sources for the centralized IT function based on the latest projected billings for FY 2008
results in an increase to general revenue costs and a reduction in other sources of funds. Second,
the FY 2008 revised budget includes the addition of 39.4 FTE positions in the Information
Technology program to allow for the replacement of more expensive contract employees with
full-time state employees to perform various IT functions, such as programming, database
management, help desk assistance, etc. These positions are funded for part of the fiscal year
within the FY 2008 budget, the additional cost of which will be offset by reduced funding for
contractors.

e Additional funding of $250,000 in the Security Services program for estimated overtime resulting
from staff shortages in courtrooms. In addition, funding of $67,000 is added in this program for
contractual stipends for Sheriffs and Capitol Police.

The FY 2008 enacted budget for the Department of Administration included a negative appropriation of
$9.1 million in general revenues for state employee turnover. This negative appropriation was to be
allocated to each agency by the State Budget Office after enactment of the 2008 budget. This allocation is
reflected in the revised FY 2008 budget recommendations and results in a net increase to the Department
of Administration’s budget of $9.1 million. The department’s share of the turnover savings was $0.5
million, which is allocated to various programs in the revised FY 2008 budget. Negative appropriations
were also included for federal funds, $2.6 million; restricted receipts, $418,650; and other funds, $2.7
million.

The most significant change in general revenue appropriations in the revised FY 2008 budget is a result of
audit adjustments that negatively impacted the FY 2007 closing. In January 2008, the Auditor General
presented the State Controller with two large audit adjustments totaling $24.1 million, which when
combined with other smaller adjustments, would result in a FY 2007 closing deficit of $15.4 million. In
order to maintain a balanced budget as required by the State Constitution, a transfer from the budget
reserve fund is required. In order to return the ending General Fund balance for FY 2007 back to zero and
provide for $3.6 million of statutory reappropriations for the Judiciary and the General Assembly, the
required transfer is $19.4 million. This transfer must be repaid in FY 2008 and therefore, the revised
budget contains $19.4 million in appropriations to replenish the Rhode Island Capital Plan Fund, which
would not receive its full transfer because the budget reserve fund will not be at its three percent
maximum level by the close of FY 2008.

Local aid funding decreases in the revised FY 2008 budget by $10.2 million. This includes a decrease of
$10.0 million in General Revenue Sharing and a reduction of $183,500 for the Motor Vehicle Excise Tax
Phase-out program. The Governor recommends a change to the latter’s statutory formula to require that
only ninety-eight percent (98.0%) of the exemption value be paid to communities, based on the fact that
communities do not normally have one-hundred percent collection rates. Without this statutory change,
funding for FY 2008, based on the latest tax roll data provided by cities and towns, would have needed to
increase by $2.5 million over the enacted level.

Debt service adjustments account for $5.0 million in additional general revenue appropriations, increasing
from $126.2 million to $131.2 million. The increase is the result of several factors. The largest component
of the increase is the restoration of a $3.0 million negative appropriation included in the enacted budget
for debt service savings. The assumption behind this savings amount was that a smaller debt issuance
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General Government

resulting from the newly enacted requirement that bond premiums be used to reduce the amount of
general obligation bonds issued would result in lower debt service costs. Although this is true, the actual
savings will occur over the entire twenty-year payback of the recently issued debt and not in the first year.
As a result, the majority of these savings will not be achieved in FY 2008 and thus, funding is increased
to offset this negative appropriation. The issuance of tax anticipation notes (TANS) requires the addition
of $1.9 million in general revenue appropriations and $4.8 million in all funds. The non-general revenue
share of this cost is funded from bond premium received at the time of issuance and interest earnings on
the borrowed funds until used by the state for cash flow requirements.

The Governor recommends a delay of $4.1 million from FY 2008 to FY 2009 in the funding for the
Dunkin Donuts Center Renovations project based on the latest cash flow requirements provided by the
Convention Center Authority. These funds are primarily earmarked for the seat replacement phase of the
project, which will not commence until after the end of FY 2008, thereby allowing for the reduction in
funding this fiscal year.

The FY 2008 revised budget includes a reduction to the teachers’ retiree health insurance subsidy of $1.4
million. This reduction is the result of a higher balance in the insurance fund and claims lower than
anticipated. There is no change to coverage as a result of this reduced funding.

Net of the $2.6 million increase attributable to the statewide personnel turnover described above, federal
funds decrease by $1.6 million from the FY 2008 enacted level. The majority of this decrease is due to the
reallocation of costs for the centralized IT functions among various funding sources. As described above,
the general revenue share of these costs have increased, while other sources, including federal, are
projected to be charged a smaller share of costs as compared to the enacted budget.

Net of the $418,650 increase attributable to the statewide personnel turnover described above, restricted
receipts decrease by $3.4 million due to several factors. First, bond premium and estimated interest
earnings on TANS of $2.9 million, as described above, are budgeted to pay debt service on the TANS.
Second, funding of $1.2 million budgeted for debt service on the COPS issuance for the new Registry of
Motor Vehicles computer system are not required in FY 2008 due to a delay in the issuance of this debt.
Fees on all Registry transactions are being received into a restricted receipt account to cover the cost of
the debt service on this issuance, but no funds will be expended in FY 2008. Third, increased funding of
approximately $1.0 million in the Office of Energy Resources is attributable to the establishment of two
new restricted accounts in the revised FY 2008 budget for administrative support of the office and to an
increase in the use of oil overcharge interest earnings for various energy projects. Finally, a reduction of
$6.35 million in the State Fleet Replacement Restricted Receipt account occurs due to the Governor’s
proposal to establish this new revolving loan fund as an Internal Service Fund into which these funds are
transferred in the revised budget.

Net of the $2.7 million increase attributable to the statewide personnel turnover described above, other
funds decrease by $6.0 million. Of this decrease, almost $1.9 million is in Transportation debt service due
to savings from refunded bonds in recent years. In addition, there is a net reduction of $4.6 million in
funding for capital projects funded from the Rhode Island Capital Plan Fund. The largest decrease is the
withdrawal of $7.5 million for the Neighborhood Opportunities Program, due to delayed cash
requirements for the program. In August 2007, the State provided the $7.5 million authorized for FY 2007
projects. The recommendation is to transition program expenditures to Rhode Island Housing, where
similar programs have been funded. Commitments made for projects that require cash in FY 2008 or
thereafter will be reviewed in the context of the RI Capital Plan Fund balances and RI Housing’s cash
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position. This reduction in RICAP funding is offset by increases in various other capital projects
primarily due to carry over funding from FY 2007 and the transfer of $1.2 million from the Department of
Human Services for Forand Building Exterior Shell repairs, which will be managed by the Capital
Projects division within the Department of Administration. New RICAP funding totaling $400,000 is
provided for architectural and engineering work on a proposed renovation to the Forand Building for use
as the new Registry of Motor Vehicles headquarters. Finally, there is an increase in other funds of
approximately $850,000 in the Information Technology program due to reallocation of costs for the
centralized IT functions among various funding sources.

The Governor recommends a total of 1,032.8 FTE positions in the revised FY 2008 budget, a decrease of
0.1 FTE positions from the enacted level of 1,032.9 FTE positions. This minor change is actually
comprised of a number of offsetting increases and decreases in FTE positions. As part of the statewide
personnel turnover savings allocated to each agency, the Department of Administration eliminated 45.5
vacant FTE positions from various programs. The Department transferred 2.0 FTE positions to the
Department of Labor and Training, 3.0 FTE positions to the Department of Children, Youth and Families
and 3.0 FTE positions to the Department of Environmental Management. Conversely, the Department
received 3.0 FTE positions from the Department of Transportation, and 4.0 FTE positions from the
Department of Human Services. A net of 7.0 FTE positions are added for the Accounts Payable
centralization within the Accounts and Control program, as described above. This includes 8.0 new FTE
positions and the elimination of 1.0 vacant FTE position in the Facilities Management program that
previously had accounts payable responsibilities. Finally, as described above, there is an increase of 39.4
FTE positions in the Information Technology program to allow for the hiring of full-time state employees
to replace IT contractors.

The Governor recommends total expenditures for FY 2009 of $542.7 million for the Department of
Administration, excluding internal service funds. This includes $446.4 million in general revenues, $33.9
million in federal funds, $21.4 million in restricted receipts, and $40.9 million in other funds. Overall, this
represents a decrease of $70.6 from the enacted FY 2008 budget. General revenue funds decrease by
$39.0 million, federal funds decrease by $11.6 million, restricted receipts increase by $9.3 million and
other funds decrease by $29.3 million. Funding for internal service funds increases by $5.2 million from
the enacted FY 2008 level, primarily attributable to increases in the utilities fund due to increased energy
costs.

The FY 2009 budget for the Department of Administration includes statewide reductions totaling $50.2
million in general revenues and $90.1 million in all funds. These savings, targeted for personnel in the
form of compensation, medical plan design and co-share changes, and extraordinary retirements, are
shown within the Department of Administration to be reallocated to all agencies at a later date. The
recommendation includes $60.6 million, of which $33.4 million is general revenues, for personnel
savings that are currently being discussed with union leadership. For display purposes, $33.6 million is
reflected in medical benefit savings and $27.0 million in salary and benefit savings. Additionally, the
Governor’s recommendation assumes $30.5 million in savings from all sources, $16.8 million from
general revenues, from permanent position eliminations as a result of retirements for FY 2009. There are
currently over 3,100 employees eligible to retire, whether by age or years of service. The Governor’s
recommendation assumes that 300 non-critical positions will be eliminated from retirements in FY 20009.

Of the $39.0 million decrease in general revenue appropriations, $5.0 million is attributable to core

departmental programs, while the balance is for statewide personnel reductions, described above, state
aid, debt service and other non-department specific programs. The major general revenue changes within
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core departmental programs, as compared to the enacted FY 2008 budget include:

Transfer of 2.0 FTE positions from the Central Management program to the new Department of
Public Safety, resulting in a decrease in general revenue personnel funding of $93,096. These
positions supported the Fire Marshal and Rhode Island Justice Commission agencies and a
portion of their costs were allocated to federal resources.

Additional personnel funding of $570,338 in the Legal Services program to fully fund their
current staff, including positions transferred from the Department of Transportation in FY 2008,
and a current vacancy

Additional personnel funding of $563,667 in the Accounts and Control program to fund the full
year costs of 8.0 new FTE positions resulting from the centralization of accounts payable
functions among Executive Branch agencies. Thirteen (13.0) FTE positions performing these
functions in various agencies have been eliminated as a result of this centralization.

Additional funding of $78,000 in the Budget Office program to fund actuarial studies, specifically
relating to retiree health benefits.

Additional funding of $87,000 in the Human Resources program to fund analysis and audit of the
state’s medical benefits programs.

Additional funding of $15,000 for legal services in the Personnel Appeal Board.

Additional funding of $4.0 million in the Facilities Management program to fund utility expenses
due to increased energy costs. This increase is offset by a reduction of $2.7 million in various
operating and capital expenses based on revised requirements. The increase in utility expenses is
also offset by guaranteed savings of $432,906 from the energy conservation improvements made
to various capitol area buildings as a result of the energy services contract funded through a debt
issuance this past year. These savings will be used to pay the debt service costs.

Savings of $366,416 in the Information Technology program due to a delay in the
implementation of new modules for the Rhode Island Financial Accounting Network System (RI-
FANS).

Net additional general revenue personnel funding of $3.1 million in the Information Technology
program due primarily to two factors. First, the same adjustment in the allocation of costs among
funding sources for the centralized IT function that occurred in FY 2008 carries over into FY
2009 and results in an increase to general revenue costs and a reduction in other sources of funds.
Second, as described above, the FY 2008 revised budget included the addition of 39.4 FTE
positions in the Information Technology program to allow for the replacement of more expensive
contract employees with full-time state employees to perform various IT functions. These
positions were funded for part of the fiscal year within the FY 2008 budget and are funded for the
entire year in FY 2009 with some turnover assumed for staggered hiring. The additional cost of
these positions will be offset by reduced funding for contractors that had been budgeted in
various agency budgets.

Additional funding of $700,000 in the Information Technology program to fund software
maintenance agreements.

Decreased funding of $2.2 million in the Office of Energy Resources due to the shift of certain
funding from general revenues to restricted receipts. This includes both staff costs, as well as
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grant funding received from utility distribution companies for energy efficiency projects.

The Governor recommends a net decrease for state aid programs of $6.6 million. General Revenue
sharing is recommended to decrease by $10.0 million compared to the FY 2008 enacted budget, the same
reduction as proposed in the revised FY 2008 budget. The Distressed Communities Relief Fund is level
funded at the FY 2008 enacted level of $10.4 million. The Payment-in-lieu-of-taxes (PILOT) program is
also level funded at the FY 2008 funding level of $27.8 million. State Library Aid is also level funded at
the FY 2008 enacted level of $8.8 million. The Library Construction Aid program is fully funded based
on outstanding agreements at $2.8 million, a reduction of $47,412 from the enacted FY 2008 budget. The
Governor recommends continuing the proposal to reimburse communities for ninety-eight percent
(98.0%) of the exemption value under the Motor Vehicle Excise Tax Phase-Out program at the $6,000
exemption level. Funding of $139.6 million, an increase of $4.1 million, is recommended from general
revenues. Distributions to communities under each of these state aid programs will be based on the latest
property values, tax data and other indicators, as required by the statutes governing the respective aid
programs.

The Governor recommends eliminating the Municipal Police and Firemen Incentive Pay programs for
savings of $675,000 in FY 2009.

The Governor recommends an increase of $172,000 for the Property Valuation program, which
reimburses communities for statistical updates and/or revaluations of real property required to be
conducted by state law.

The Governor recommends level funding for most economic development initiatives included in the FY
2008 budget. This includes $3.0 million for the Slater Technology Fund, $100,000 for the Science and
Technology Council, $100,000 for the Business Innovation Factory, and $1.5 million for the Research
Alliance. Funding for the Economic Development Corporation is also level funded at the FY 2008
enacted level of $6.2 million, but funding for various legislative grants funded through the EDC is
recommended to decrease by $0.7 million or half the FY 2008 enacted funding. In addition, the Governor
recommends that the Economic Development Corporation assume responsibility for the staff support to
the Economic Policy Council and as such eliminates the stand alone funding for the Council of $300,000.

The FY 2009 budget includes funding of $4.1 million delayed from FY 2008 to complete renovations to
the Dunkin Donuts Center. This is a reduction of $8.4 million from the enacted FY 2008 funding level. In
addition, the Governor recommends restoration of funding for the Governor’s Contingency Fund to $1.0
million.

In the Debt Service category, general revenue funding increases by $13.7 million over the FY 2008
enacted level and by $22.2 million in all funds. Debt service for general obligation bonds increases by a
net of $6.2 million in general revenues and $12.3 million in all funds. This net increase includes $3.0
million to restore savings built into the FY 2008 enacted budget, as described above; a $2.0 million
increase for economic development-related G.O. debt (Quonset Point and Third Rail); a $1.3 million
increase for the recently approved Affordable Housing bond; a $6.1 million increase for transportation-
related debt funded by the gas tax; and various reductions to outstanding debt as bonds are paid off
annually.

Funding for various Certificates of Participation projects increases by $7.0 million in general revenue
funds and $6.6 million in all funds. Previously approved projects for which debt service will be newly
required in FY 2009 include the School for the Deaf, $2.6 million and the Energy Conservation project,
from which utility savings will offset the $432,906 debt service payment. A new project proposed by the
Governor in the Capital Budget involves the renovation of the Forand Building at the Pastore Government
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Center for use by the Registry of Motor Vehicles as its new main headquarters. The goal of this project is
to provide a more centrally located, customer-friendly facility and at the same time save operating costs
from the rental of outside property. The Governor proposes a $23.9 million Certificates of Participation
issuance, which will require an estimated first year debt service payment of $658,000. Finally, the FY
2008 budget included projected savings of almost $3.0 million from a planned refunding of outstanding
COPS issues. This refunding occurred in FY 2008 and resulted in first year savings to several projects,
but will have less of an impact in FY 2009, thereby requiring the restoration of the majority of this
savings amount.

Funding for debt service on previous Public Buildings Authority projects, now managed by the
Refunding Bond Authority, decreases by $802,306 in general revenues and $852,317 in all funds. Since
the former PBA is no longer in existence and therefore no new projects will be funded under this entity,
debt service will decrease annually as these projects are paid off.

The FY 2009 budget also includes funding for an anticipated issuance of Tax Anticipation Notes, as was
required in FY 2008. The same level of funding, both general revenue and restricted receipts, as requested
in FY 2008, $1.9 million and $2.6 million, respectively, is requested for FY 2009. Actual requirements
will depend on the amount issued and interest rates on the debt at that time, and thus these figures will
likely be refined in the FY 2009 supplemental budget.

The FY 2009 budget includes a reduction to the teachers’ retiree health insurance subsidy of $962,522
from the FY 2008 enacted funding level of $1.4 million. This reduction is the result of projected balances
in the insurance fund and anticipated claims based on current year experience. There is no change to
coverage as a result of this reduced funding.

The Governor also proposes to reduce by half the majority of legislative grants that are funded through
the Department of Administration for general revenue savings of $260,456. The exception is the grant for
the RI Service Alliance, which will remain at the FY 2008 enacted funding level of $140,000. These
funds are used to match federal dollars and support the AmeriCorps program.

Net of the $15.0 million decrease attributable to the new statewide personnel savings described above,
which is offset by a $2.6 million increase relating to FY 2008 statewide personnel savings, federal funds
increase by $1.0 million in FY 2009 from the FY 2008 enacted budget. The largest single program change
in federal funds is an increase of approximately $3.0 million in the Statewide Planning program, primarily
the result of new Community Development Block Grant funds. Funding within the three centralizations
fluctuate based on the projected allocation of costs among the various funding sources, including a
decrease of $193,889 in Human Resources, and increase of $1.3 million in Facilities Management and a
decrease of $722,676 in Information Technology. Federal funding within the Office of Energy Resource
decreases by $1.6 million, primarily in the LIHEAP heating assistance program. Finally, federal funding
for debt service costs on the Center General Building decreases by $442,606 based on a revised allocation
of costs due to the plan to move a new state agency into this facility.

Net of the $3.1 million decrease attributable to the new statewide personnel savings described above,
which is offset by a $418,650 increase relating to FY 2008 statewide personnel savings, restricted receipts
increase by $12.4 million in FY 2009 from the FY 2008 enacted budget. The largest single program
change in restricted receipts is in the Office of Energy Resources where the Governor is recommending
the establishment of several new restricted receipt accounts. The largest of these is $10.0 million for the
Regional Greenhouse Gas Initiative, which will receive funds from the sale of carbon dioxide emission
allowances. Also in this office, there is funding of $1.9 million budgeted for the first time for the
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Affordable Energy Fund and $2.1 million for Demand Side Management Grants received from utility
distribution companies. In other programs, restricted receipt funds increase by $2.9 million for the interest
earnings and bond premium projected to be received from the issuance of Tax Anticipation Notes;
decrease by $6.3 million in Facilities Management, primarily due to the shift of the State Fleet
Replacement account to an internal service fund; and increase by $638,208 in Information Technology
due to the updated allocation of costs among various funding sources.

Net of the $22.8 million decrease attributable to the new statewide personnel savings described above,
which is offset by a $2.7 million increase relating to FY 2008 statewide personnel savings, other funds,
excluding RICAP funds, increase by $6.8 million in FY 2009 from the FY 2008 enacted budget. This
increase is primarily attributable to two items. First, an increase of $1.0 million in Information
Technology due to the updated allocation of costs among various funding sources for services provided to
agencies. Second, there is an increase of $5.9 million in debt service, mostly for Transportation G.O.
Debt.

In the Rhode Island Capital Plan Fund, funding decreases by $15.8 million from the FY 2008 enacted
budget. The largest single change is the elimination of $8.8 million in funding for the DOIT Data Center.
This funding was initially enacted for the purpose of purchasing and outfitting an existing facility, but
after an RFP process, no suitable facility could be identified. The Governor now recommends that this
funding be used to renovate the soon to be vacated DCYF Training School Administration Building at the
Pastore Government Center for use as the new DOIT Data Center. This is a one-time project and thus this
funding will not be required again in FY 2009. In addition, funding of $7.5 million for the Neighborhood
Opportunities Program is not provided in the FY 2009 budget.

The Governor recommends a total of 775.8 FTE positions in the FY 2009 budget, a decrease of 257.0
FTE positions from the revised FY 2008 budget. The majority of this decrease is the 241.0 FTE positions
from Security Services (Sheriffs and Capitol Police) that are transferred to the new Department of Public
Safety. Two positions from the Central Business Office are also transferred to Department of Public
Safety. Two positions are transferred in from the Governor’s Office, one to the Central Business Office
and one to the Information Technology program. The Department of Administration also has program
reductions proposed for FY 2009 that would result in the elimination of 16.0 FTE positions. First, the
Human Resources program will have a reduction of 13.0 FTE positions primarily due to further
consolidations within the human service centers as a result of the new Office of Health and Human
Services structure. Finally, 2.0 FTE position will be eliminated within the Statewide Planning program
and 1.0 FTE will also be eliminated in the Facilities Management program.

Department of Business Regulation

The Governor recommends a revised FY 2008 budget of $12.8 million, including $10.9 million in general
revenue, $201,742 in federal funds, and $1.7 million in restricted receipts. General revenues decrease
$579,487 from the enacted level, reflecting current services adjustments, and the following statewide
adjustments: savings from lower than anticipated employee health benefits claims experience, $115,756;
savings from six uncompensated personal leave days for all state employees, $200,015; and, statewide
operating, contracts, and grants reductions of 2.7 percent from revised levels, $17,945. The Governor
recommends 102.0 FTE positions in FY 2008, a reduction of four vacant positions and $333,666 in
personnel savings from the Department including the Board of Design Professionals. Federal funds
increase $150,000 for a grant to the Office of Health Insurance Commissioner to study quality of high
risk pool insurance. Restricted receipts increase a net $60,000, including insurance regulation increases of
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$113,000 primarily for costs of rate assessment and commercial licensing decreases of $53,000 for
licensing activities.

For FY 2009, the Governor recommends $11.7 million, including $10.2 million in general revenue and
$1.5 million in restricted receipts. General revenues decrease $1.3 million from the FY 2008 enacted
level. The Governor recommends a total of 98.0 FTE positions in FY 2009, a program reduction of an
additional 4.0 FTE positions from FY 2008 revised ( a total of 8.0 FTE positions from the enacted level)
and a savings from the enacted level of $620,780. Reduced trend growth in medical benefits saves
$68,449, and funding for retiree health benefits in FY 2009 on an actuarial basis recognizing reduced
benefits for new retirees saves $98,509. Relocation of the department from leased space to state owned
property is a savings of $709,690 in general revenue. Personnel current services and adjustments
including assessed fringe benefits and contract and operating savings are a net increase of $212,506. The
Governor recommends transfer of burglar alarm regulation to the Department of Labor and Training,
assuming of proprietary school review from the Office of Higher Education, and elimination of hearings
for auto body disputes and review upon complaint.

Department of Labor and Training

The Governor recommends revised FY 2008 expenditures of $477.0 million for the Department of Labor
and Training, including $6.4 million in general revenue, $35.0 million in federal funds, $25.1 million in
restricted receipts, and $410.5 million in other funds. General revenues decrease $205,975 from the enacted
budget, reflecting current services adjustments, and the following statewide adjustments: savings from lower
than anticipated employee health benefits claims experience, $39,085; savings from six uncompensated
personal leave days for all state employees, $58,723; and, statewide operating, contracts, and grants
reductions of 2.7 percent from revised levels, $17,057. The Governor recommends 417.5 FTE positions in
FY 2008, a reduction of 37.4 positions with savings in general revenue of $245,412. Increases include
biology tax credit operations ($3,994), teacher arbitration services ($25,296), and revised police and fire
fighter benefits estimates ($128,507).

The recent fund balance trends for both the Employment Security Trust Fund and the Temporary
Disability Insurance (TDI) Trust Fund are shown in the graphs below. It should be noted that Rhode
Island’s Employment Security Fund is in stable condition relative to other states. At the end of 2007, the
Employment Security Trust Fund and TDI Trust Fund had balances of approximately $168 million and
$99 million, respectively.

34



General Government

Unemployment Insurance Fund Activity

1980 - 2007
350

300

250

200

150

100 4

Millions of Dollars

50

80 81 82 83/84 8 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07

50 1+

-100 +

-150

‘-Taxes I Payments —&=—Balance ‘

Temporary Disibility Insurance Fund Activity

1980 - 2007
200

180 1

160 +

140 4

120 4

100 +

80 -

Millions of Dollars

60

40

20 A

0 -

86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 O5 06 07

‘-Taxes I Payments —#— Balance

80 81 82 83 84 85

35




General Government

For FY 2009, the Governor recommends $478.5 million, including $6.3 million in general revenue, $35.4
million in federal funds, $19.1 million in restricted receipts, and $417.7 million in other funds. This is an
increase of $19.0 million over the FY 2008 enacted budget, and includes $283,170 less general revenue,
$7.2 million more federal funds, $9.2 million less in restricted receipts, and $21.4 million more other
funds. The Governor recommends an FTE authorization of 407.2 FTE positions for the Department of
Labor and Training, or 10.3 FTE less than revised FY 2008, including a 21.0 FTE program reduction, 6.3
adjustment reductions, and 17.0 additional FTE positions to staff a work first program for human services
clients funded from $1.7 million of federal grants from the Department of Human Services. A majority of
the federal fund increase is related to increased grant awards for Workforce Development and Training
Programs ($6.9 million). The decreased restricted receipt expenditures are from the Human Resource
Investment Council program ($9.2 million). The increase in other funds is for the Income Support
Program for unemployment benefits ($25.2 million).

Department of Revenue

In the 2006 Session, the General Assembly created the new Department of Revenue, comprised primarily
of programs transferred from the Department of Administration. These programs include the Office of
Property Valuation (formerly Municipal Affairs), the Division of Taxation, the Registry of Motor
Vehicles, and the Lottery. New programs created with this department include the Director of Revenue
and the Office of Revenue Analysis.

The Governor recommends $241.8 million in expenditures for the Department of Revenue in the FY 2008
revised budget, including $35.2 million in general revenues, $2.1 million in federal funds, $203.6 million
in other funds, and $892,006 of restricted receipts. This includes a decrease of $3.4 million or 8.8 percent
in general revenues, including $2.7 million in personnel savings from additional turnover savings due to
delays in filling several new positions, including the Director of Revenue, elimination of vacant positions
and various statewide reductions. The statewide reductions include $539,014 for six uncompensated
personal leave days for all state employees, $421,613 in savings from lower than anticipated employee
health benefit claims experience, and $169,134 for statewide operating, contracts and grants reduction of
2.7 percent from revised funding levels. Federal funds increase by $793,852 or 59.5 percent due to the
carry forward of several grants in the Registry of Motor Vehicles. Restricted receipts increased by
$46,500 or 5.5 percent as a result of indirect cost recovery funds not included in the enacted budget.
Other funds decrease by $14.6 million or 5.7 percent, primarily due to an estimated reduction in the
Lottery collections, which translates into lower commission payments and other expenses at the Lottery
Division.

The Governor recommends $248.7 million in expenditures from all funds for the Department of Revenue
for FY 2009, including $37.4 million in general revenues, $1.9 million in federal funds, $208.5 million in
other funds, and $925,663 of restricted receipts. This represents an all funds decrease of $7.7 million
from the enacted FY 2008 budget. This includes decreases in general revenue expenditures of $1.2
million, or 3.1 percent, primarily due to positions being eliminated in FY 2009. Federal funds increase by
$558,950, or 41.9 percent, due to the continuation of several federal grants received by the Registry of
Motor Vehicles. Restricted receipts increase $80,157, or 9.5 percent, due again to indirect cost recovery
funds not included in the FY 2008 enacted budget. Other funds decrease by $7.1 million, or 3.3 percent.
As with the revised FY 2008 budget, this change is primarily due to estimated changes in Lottery
collections, which have a corresponding impact on Lottery expenditures.
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Major changes recommended in the FY 2009 budget include:

* Registry of Motor Vehicles — Require only one license plate on vehicles beginning in FY 2009 to
save $239,000 in production costs;

e Registry of Motor Vehicles - Close the West Warwick branch, eliminating four (4.0) FTE
positions, and transferring three (3.0) FTE positions to the main registry branch. In concert with
this recommendation, the Governor proposes a capital project to renovate the Forand Building at
the Pastore Government Center in Cranston to house the main branch of the Registry. RICAP
funding of $400,000 is included in the Department of Administration’s budget to begin the
planning for this project. A Certificates of Participation debt issuance is proposed for FY 2009 to
fund this project, which is estimated to be completed within two to three years.

The Governor recommends 465.0 FTE positions in FY 2008, a decrease of 10.0 FTE from the enacted
level and 460.0 FTE positions in FY 2009, a decrease of 5.0 FTE from the revised FY 2008 level. The FY
2008 decrease is due to the elimination of ten vacancies, 1.0 FTE from the Director’s Office, 0.5 FTE
from Lottery, 4.0 FTE from Taxation, and 4.5 FTE from the Registry of Motor Vehicles. In FY 2009,
there are 4.0 program reductions in the Registry of Motor Vehicles and 1.0 vacant position that will be
eliminated from the Office of Property Valuation.

Legislature

The Governor’s revised FY 2008 budget for the Legislature is $37.6 million, including $36.1 million in
general revenue and $1.5 million in restricted receipts. The recommendation includes an increase of $1.7
million resulting from reappropriation of $2.5 million in carry forward balances from FY 2007 that are
budgeted as legislative grants. This is offset by personnel savings due to current services adjustments,
contract services savings primarily in the Joint Committee on Legislative Services, and the following
statewide adjustments: savings from lower than anticipated employee health benefit claims experience,
$482,709; savings from six uncompensated personal leave days for all state employees, $548,025; and,
statewide operating, contracts and grants reductions of 2.7 percent from revised levels, $163,129.

For FY 2009, the Governor recommends $35.6 million, including $34.1 million in general revenue and
$1.5 million in restricted receipts. The general revenue decrease of $341,159 from FY 2008 enacted
budget is primarily a result of decreases in contract services in the Joint Committee on Legislative
Services.  Personnel savings of $57,289 reflect adjustments for salary and employee benefits
requirements. Personnel costs include no cost of living adjustment for state employees, but do include a
9.9 percent trend growth in employee medical benefit costs and also include funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new retirees.
The Governor recommends the enacted level of 297.9 FTE positions in FY 2008 and FY 2009.

Office of the Lieutenant Governor

The Governor’s revised FY 2008 budget for the Office of the Lieutenant Governor is $839,816 from
general revenues. The recommendation is a decrease of $85,296 from the enacted budget, reflecting
reductions of $60,345 for current services adjustments for personnel requirements, $4,689 for operating
expenses, and the following statewide adjustments: savings from lower than anticipated employee health
benefit claims experience, $6,801; savings from six uncompensated personal leave days for all state
employees, $17,251; and, statewide operating, contracts and grants reductions of 2.7 percent from revised
levels, $899.

37



General Government

For FY 2009, the Governor recommends $884,920 from general revenues. This is $40,192 less than the
enacted budget and includes reductions of $35,507 for salaries and benefits, $5,060 for operating
expenses. The personnel savings includes adjustments for salary and employee benefits requirements
offset by a program reduction of 1.0 FTE position to be determined by the Office. Personnel costs include
no cost of living adjustment for state employees, but do include a 9.9 percent trend growth in employee
medical benefit costs and also include funding for retiree health benefits on an actuarial basis beginning
in FY 2009, recognizing reduced health benefits for new retirees. The Governor recommends 9.0 FTE
positions in FY 2008 and 8.0 FTE positions in FY 2009.

Secretary of State

The Governor’s revised FY 2008 budget for the Secretary of State is $6.2 million, including $5.0 million
in general revenue, $572,503 in federal funds, and $558,502 in restricted receipts. The recommendation
includes an increase of $6,553 to general revenue appropriations, reflecting current services adjustments,
and the following statewide adjustments: savings from lower than anticipated employee health benefit
claims experience, $52,030; savings from six uncompensated personal leave days for all state employees,
$81,362; and, statewide operating, contracts and grants reductions of 2.7 percent from revised levels,
$21,500. A reallocation of $88,909 from general revenue to restricted receipts is due to the recently
enacted two dollar fee increase to sustain the Historical Records Trust Fund. General revenue decreases
are offset by increases of $62,970 to finance e-government initiative costs, $48,428 for Presidential Preference
Primary costs, and $27,436 primarily for the payment of the printing of the Rl Owner's Manual which was
incurred in FY 2007.

Federal funds included in the revised budget decrease by $14,241 as the Department continues to
implement the remaining mandates of the Help America Vote Act (HAVA) of 2002. The revised FY 2008
Budget reflects federal HAVA funding for the ongoing payment of the maintenance portion of the State's
Optical Scan Voting Equipment, which is split between the Board of Elections and the Office of the
Secretary of State. The Governor recommends the enacted level of 58.0 FTE positions in FY 2008.

For FY 2009, the Governor recommends $6.9 million, including $5.8 million in general revenue,
$541,139 of federal funds, and $555,581 in restricted receipts. The general revenue increase of $742,008
from the enacted FY 2008 budget includes an increase of $756,159 for Presidential Election ballot and
referenda printing costs and reflects adjustments required for salary and employee benefits requirements.
Personnel costs include no cost of living adjustment for state employees, but do include a 9.9 percent
trend growth in employee medical benefit costs and also include funding for retiree health benefits on an
actuarial basis beginning in FY 2009, recognizing reduced health benefits for new retirees. A decrease of
$150,322 from the enacted level represents reductions in various community service grants.

In order to address expenditure forecasts statewide in excess of enacted appropriations, the Governor
proposes the following for initiation in FY 2009:

e Eliminating the requirement for the printing of the Rl Owner's Manual which will save $25,000.
The Secretary of State would continue to provide the manual on its official website as currently
done.

e Transferring the cost for the printing of ballots where only special town or city elections take
place to the municipality will save $10,000, and eliminating the requirement of printing local
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ballot questions on distinctive colored background will save approximately $60,000.
< Initiating a volunteer-based State House Tours program will save $13,440.

The Governor recommends 55.0 FTE positions for FY 2009, 3.0 FTEs less than the enacted FY 2008
level.
Office of the General Treasurer

The Governor recommends a revised FY 2008 budget of $37.4 million for the Office of the Treasurer,
including $2.8 million in general revenue, $1.1 million in federal funds, $33.2 million in restricted
receipts, and $239,985 in other funds. The revised budget for all funds represents an increase of 1.3
percent from the enacted all funds level. Changes to the enacted budget include $134,783 less in
general revenues, $765,960 less in federal funds, $1.4 million more in restricted receipts, $53,155 less
in other funds. Of the reduction in general revenues, $80,882 is associated with statewide adjustments,
and $50,901 is associated with agency specific adjustments. The statewide adjustments consist of:
savings from lower than anticipated employee health benefit claims experience, $28,052; savings from
six uncompensated personal leave days for all state employees, $45,015; and statewide operating,
contracts and grants reductions of 2.7 percent from revised levels, $10,815. Agency specific general
revenue adjustments include turnover savings of $72,042 and purchased service savings of $1,355; and
operating increases of $7,624 and capital purchases and equipment increases of $14,872.

For FY 2009, the Governor recommends total expenditures of $31.4 million, which includes $2.6
million from general revenues, $1.2 million from federal funds, $27.5 million from restricted receipts,
and $253,375 from other funds. The general revenue expenditures decrease of $344,783 compared to the
FY 2008 enacted budget include the following changes: decreases of $346,715 for personnel costs and
$2,736 for operating costs; and an increase of $4,668 for capital purchases and equipment. A decrease in
restricted receipt expenditures of $4.3 million in FY 2009 compared to the FY 2008 enacted budget is
associated with a one-time appropriation for the transfer of unclaimed property revenues to the general
fund, as adopted by the November 2007 Revenue Estimating Conference. The reduction is associated
with the non-recurrence of the share demutualization in FY 2008.

The Governor recommends 88.0 FTE positions in FY 2008 and 86.0 FTE positions in FY 2009. The
FY 2009 recommendation includes FTE reductions of 2.0 positions due to the consolidation of
operations, including 1.0 position in the Crime Victim Compensation program and 1.0 position in the
General Treasury program.

Board of Elections

The Governor’s revised FY 2008 budget for the Board of Elections is $1.9 million, including $1.3 million
in general revenue and $631,328 in federal funds. The recommendation includes a decrease of $147,267
to general revenue appropriations, reflecting current services adjustments, and the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience, $15,546;
savings from six uncompensated personal leave days for all state employees, $21,162; and, statewide
operating, contracts and grants reductions of 2.7 percent from revised levels, $6,196. The Board's
turnover savings total $161,552, which includes board member vacancy savings and the reallocation of a
new position to federal funds. The decrease is primarily offset by increases associated with the
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Presidential Preference Primary for temporary staffing, legal services, and printing costs. Federal funds
increase by $44,434 compared to the enacted budget, due to the hiring of a Clerk/Machine Operator to
perform service and maintenance on Automark election equipment. The Board of Elections is working in
concert with the Secretary of State's Office to implement the remaining requirements of the Federal
election reform legislation of 2002. The revised FY 2008 budget reflects federal Help America Vote Act
(HAVA) funding for the payment of the State's Optical Scan Voting Equipment service and maintenance
contract, which is split between the Board of Elections and the Office of the Secretary of State.

For FY 2009, the Governor recommends $2.2 million, including $1.5 million in general revenue and
$662,344 of federal funds. The general revenue increase of $75,660 from the enacted FY 2008 budget
reflects adjustments required for salary and employee benefits requirements. Personnel costs include no
cost of living adjustment for state employees, but do include a 9.9 percent trend growth in employee
medical benefit costs and also include funding for retiree health benefits on an actuarial basis beginning
in FY 2009, recognizing reduced health benefits for new retirees. An increase of $75,110 relates primarily
to Presidential Election costs. The Governor recommends the enacted level of 14.0 FTE positions in FY
2008 and FY 2009.

Rhode Island Ethics Commission

The Governor recommends a revised FY 2008 budget for the Rhode Island Ethics Commission of $1.3
million composed entirely of general revenues. This is $79,991 less than the FY 2008 enacted level. This
includes reductions of: $44,913 for turnover savings and $36,048 for statewide reductions. The statewide
reductions include $24,337 for uncompensated leave days, $9,303 for savings in employee medical
benefits, and $2,408 for statewide operating, contracts and grants reductions of 2.7 percent. An increase
of $980 for operating expenditures is recommended to maintain the current level of services in FY 2008.

For FY 2009, the Governor recommends $1.4 million composed entirely of general revenues. The general
revenue decrease of $5,142 from the enacted FY 2008 budget also reflects adjustments required for salary
and employee benefits requirements. Personnel costs include no cost of living adjustment for state
employees, but do include a 9.9 percent trend growth in employee medical benefit costs and also include
funding for retiree health benefits on an actuarial basis beginning in FY 2009, recognizing reduced health
benefits for new retirees. The Governor recommends the enacted level of 12.0 FTE positions in FY 2008
and FY 2009.

Office of the Governor

The Governor’s revised FY 2008 budget for the Office of the Governor is $4.8 million from general
revenues. The recommendation includes a decrease of $147,968 reflecting current services
adjustments, including the full-year transfer of 1.0 FTE from the Department of Administration and the
mid-year transfer of 2.0 FTE to the Department of Administration and the following statewide
adjustments:  savings from than anticipated employee health benefit claims experience, $44,261;
savings from six uncompensated personal leave days for all state employees, $92,573; and, statewide
operating, contracts and grant reductions of 2.7 percent from revised levels, $11,134, as well as
$64,398 from operating and contract services savings.

For FY 2009, the Governor recommends $4.7 million from general revenues, which is a decrease of

$263,085 compared to the FY 2008 enacted budget. The $98,687 decrease in personnel includes
adjustments for salary and employee benefits requirements, offset by a program reduction of 4.0 FTE
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positions. Personnel costs include no cost of living adjustment for state employees, but do include a 9.9
percent trend growth in employee medical benefit costs and also include funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. Operating and contract services savings of $64,398 are consistent with the FY 2008 revised
budget. Additionally, the Governor’s recommendation eliminates $100,000 for the Contingency Fund,
which is reallocated to the Department of Administration’s budget. The Governor recommends 45.0
FTE positions in FY 2008 and 39.0 FTE positions in FY 2009.

Rhode Island Commission for Human Rights

The Governor’s revised FY 2008 budget totals $1.3 million and consists of $951,677 in general revenue
and $370,890 in federal funds. This revised level of funding is $66,373 or 4.8 percent less than the
level enacted by the Legislature. It consists of $32,520 in less general revenue and $33,853 in less
federal funds.

The general revenue decrease reflects statewide cost savings for lower than anticipated employee health
benefit claims experience of $15,220; six uncompensated personal leave days for all state employees of
416,590 and statewide operating contracts and grants reductions of 2.7 percent from revised levels of
$710. Other changes to 2008 enacted federal funds expenditures include a current service adjustment
for lower than anticipated federal spending of $25,553 and statewide cost savings of $8,300 for lower
than anticipated health benefit claims experience, six uncompensated personal leave days for all state
employees and statewide operating contracts and grants reductions of 2.7 percent from revised levels.

For FY 2009, the Governor recommends total expenditures of $1.4 million, comprising $991,659 in
general revenue and $391,309 in federal funds. Compared to FY 2008 original authorization, this
recommended funding level includes $7,462 more general revenue and $13,434 less federal funds, all
of which reflect statewide cost adjustments for retiree health benefits, employee medical costs and
assessed fringe benefit rate.

The Governor recommends enacted FY 2008 authorized full time equivalent (FTE) positions of 14.5 for
both FY 2008 and FY 2009 respectively.

Public Utilities Commission

For FY 2008, the Governor recommends total expenditures of $6.9 million for the Public Utilities
Commission. This funding is comprised of $647,628 in general revenue, $97,097 in federal funds, and
$6.2 million in restricted receipts. This recommendation is $157,635 less than the enacted budget, and
consists of $13,618 less general revenue, $3,027 less federal funds and $140,990 less restricted receipts.
The net reduction in general revenue relates to statewide adjustments savings related to lower than
anticipated employee health benefit claims experience of 42,669, six uncompensated personal leave days
for all state employees equal to $7,978 and operating contracts and grants reductions of 2.7 percent from
revised levels of $2,971.For restricted receipts financing the net reduction from FY 2008 enacted level
represents current service adjustment for lower than anticipated costs, including statewide cost savings for
health benefit rates, six uncompensated personal leave days, and operating, contracts and grants
reductions equal to 2.7 percent of revised level. Change in Federal Funds expenditures relate primarily to
statewide savings for health benefit rates, six uncompensated personal leave days, and operating,
contracts and grants reductions equal to 2.7 percent of revised level.

41



General Government

For FY 2009, the Governor recommends total expenditures of $6.9 million, consisting of $100,547 in
federal funds and $6.8 million in restricted receipts. This reflects a net decrease of $226,873, or 3.2
percent, from FY 2008 original authorizations. This revised recommendation includes $661,246 less in
general revenue, $423 more in federal funds and $433,950 more in restricted receipts. Compared to the
General Assembly original enacted spending level, the reduction in general revenue funding reflects a
shift to restricted receipts of all general revenue expenditures for savings in general revenues in FY 2009
and beyond. Conversely, the net increase in restricted receipts reflects the reallocation of general revenue
expenditures to restricted receipts and the following statewide adjustments: savings from lower than
anticipated employee health benefit claims experience, $42,275; and savings from six uncompensated
personal leave days for all state employees, $85,842.

The Governor recommends 45.0 FTE positions for FY 2008 revised operations, which is 0.7 FTE less
than the level authorized by the legislature. It represents program staffing reduction mandated by the
Governor. For FY 2009, the Governor recommends full time equivalent positions ceiling of 44.0 or 1.0
FTE less than the FY 2008 revised level for program reduction in FY 2009. For FY 2008 and FY 2009,
the Governor did not recommend FTE program expansions for two FTE commissioners required by
statute and included in agency’s FY 2008 revised and FY 2009 requests; estimated current service
requirements were $123,171 and $260,344 respectively.

Rhode Island Commission on Women

The Governor recommends a revised FY 2008 budget for the Rhode Island Commission on Women of
$104,330 in general revenue funds.  This reflects a decrease of $3,873 from the FY 2008 enacted level.
This reduction is related to current service adjustments and the following statewide adjustments: savings
from lower than anticipated employee health benefit claims experience, $551; savings from six
uncompensated personal leave days for all state employees, $2,079; and, statewide operating, contracts
and grants reductions of 2.7 percent from revised levels, $293.

In FY 2009, the Governor recommends a general revenue budget of $107,208, representing a $995
decrease from the FY 2008 enacted budget, which finances the current service costs for one staff position
and associated operating costs. Personnel costs include no cost of living adjustment for state employees,
but do include a 9.9 percent trend growth in employee medical benefit costs and also include funding for
retiree health benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for
new retirees. Continued financing is provided for the Woman of the Year banquet in FY 2008. The
Governor recommends 1.0 FTE position for FY 2008 and FY 2009, consistent with the enacted budget.
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Summary

The Human Services function of state government engages in a broad spectrum of activities including, but
not limited to, income supports, client subsidies, case management and residential supports, and medical
regulation, prevention, treatment, and rehabilitation services.

For FY 2008, the Governor recommends a revised all funds budget of $2.707 billion. Of this total,
$1.234 billion is general revenue, a decrease of $25.4 million from enacted levels. The Governor
recommends 4,020.9 full-time equivalent positions in FY 2008, and 3,638.3 in FY 2009, a reduction of
382.6 FTE.

For FY 2008, the Human Services departments and agencies continue to leverage their resources so that
both individuals and families achieve maximum potential and self-sufficiency. The social and economic
needs of clients continue to be provided by the Office and Health and Human Services, Departments of
Children, Youth, and Families; Elderly Affairs and Advocacy; Health; Human Services; and Mental
Health, Retardation, and Hospitals. The Governor is committed to preventing child abuse and neglect,
intervening for and on behalf of abused and neglected children and youths, and rehabilitating delinquent
youth through education and training. The dual role of advocacy and education continues to be provided
by agencies including Human Rights, Office of the Child Advocate, and Office of the Mental Health
Advocate.

The Governor’s proposed funding level of $2.613 billion for FY 2009 protects services for the state’s
most vulnerable populations, including the elderly, children and families, medically needy, mentally ill,
developmentally disabled, deaf and hard of hearing, and persons with physical disabilities. This proposal
consists of $1.179 billion in general revenue, $1.373 billion in federal funds, $41.6 million in restricted
receipts, and $20.4 million in other funds. The recommendation constitutes 37.9 percent of the total
proposed expenditures for the state. Social services block grants and cash and medical assistance
programs constitute the major sources of federal funding. The chart below displays funding by source
for the Governor’s FY 2009 recommendation for the human service agencies and
departments.

How it is Financed

B Restricted@  Other Funds
Receipts 0.8%
1.6%

............ S [ ] General Revenue

........................... . 45.1%

[w] Federal Funds
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[ ] General Revenue 0O Federal Funds @& Restricted Receipts @& Other Funds
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The Governor’s FY 2009 recommendation includes direct and purchased services for residential care,
medical care, and preventive health services, cash payments to individuals, and grant funding for non-
governmental agencies. The operating costs associated with the administration of these social services
programs are also included. Personnel, which includes purchased services, accounts for $415.3 million, or
15.9 percent, of all expenditures programmed for human services. Other operating expenditures are
recommended at $79.6 million, or 3.0 percent of proposed total human services expenditures, with capital
projects slated for $22.8 million, or 0.9 percent. Grants and benefits expenditures of $2.087 billion account
for the largest outflow of identified resources, reflecting 79.8 percent of the total human services function.
The chart below shows the outflows of all resources by category of expenditure for the human services
function.

Operating How itis Spent @  personnel
B Capital ~ Transfers 15.9% Operating
Purchasesand  0.3% Supplies and
Equipment Expenses
0.9% 3.0%
Assistance,
Grants and
Benefits
79.8%
m Personnel O Operating Supplies and Expenses
B Aid To Local Units Of Government @ Assistance, Grants and Benefits
@ Capital Purchases and Equipment Debt Senice
@ Operating Transfers

Executive Office of Health and Human Services

The Governor’s revised FY 2008 budget for the Executive Office of Health and Human Services is $7.9
million, including $387,176 in general revenue, $7.2 million in federal funds, and $314,371 in restricted
receipts. The recommendation includes an increase of $80,024 to general revenue appropriations,
reflecting additions for one FTE position transferred from the Department of Human Services, realized
turnover, and the following statewide adjustments: savings from lower than anticipated employee health
benefit claims experience, $3,916; savings from six uncompensated personal leave days for all state
employees, $8,237; and, statewide operating, contracts and grants reductions of 2.7 percent from revised
levels, $125. Increased federal funds of $1.3 million, primarily for contractors, reflects new and expanded
grants awards.

For FY 2009, the Governor recommends $15.7 million, including $5.7 million in general revenue, $7.9
million of federal funds, and $2.1 million of restricted receipts. The general revenue increase of $5.4
million from the enacted FY 2008 budget includes additions of $5.2 million for 96.2 FTE positions
transferred from constituent human services function agencies and also reflects adjustments required for
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salary and employee benefits requirements. The FTE transfers will accomplish centralization of business,
legal and recordkeeping activities currently performed in these five agencies. Restricted receipts increase
$1.7 million, also in support of the centralization initiative. Personnel costs include no cost of living
adjustment for state employees, but do include a 9.9 percent trend growth in employee medical benefit
costs and also include funding for retiree health benefits on an actuarial basis beginning in FY 20009,
recognizing reduced health benefits for new retirees. The Governor recommends the 6.0 FTE positions in
FY 2008 and 102.2 in FY 2009.

Department of Children, Youth & Families

The Governor recommends total expenditures of $234.2 million for the revised FY 2008 budget,
including $151.9 million in general revenues, $79.6 million in federal funds, $855,135 in other funds, and
$1.7 million in restricted receipts. The Governor’s revised budget includes a net increase of $2.7 million
in general revenue expenditures, which represents a 1.8 percent increase over the enacted budget.

The enacted budget included savings related to the termination of Family Court jurisdiction for youth at
the age of 18 receiving child welfare services. The youth could voluntarily elect to receive eligible after
care services at that age. The Family Court has determined this legislation to be prospective and,
therefore, any youth in DCYF custody prior to July 1, 2007 would not be subject to this statutory change.
New legislation has been submitted to achieve the savings in future years; however, the full reduction will
not be achieved in FY 2008 requiring an addition of $7.3 million from the enacted level. Other
contributing factors to the increase in general revenue fund are:

e An addition of $600,000 in the Children’s Behavioral Health Program for the psychiatric hospital
initiative that had been erroneously budgeted in the Department of Human Service.

e An increase of $2.3 million for personnel and overtime at the Rhode Island Training School,
which is related to reductions enacted in the FY 2008 budget from reduced staffing associated
with the end of jurisdiction at age 17. This law has been repealed, requiring restoration of the
anticipated savings in the enacted budget.

e The transfer of 3.0 FTE from the Department of Administration to the Department of Children,
Youth & Families for maintenance services contributed to an increase of $252,615.

e The Department continues its success in controlling the number of night-to-night residential
placements, which had been an on-going problem. The Department has restructured programs
into a more community-based system of support. The goal of the restructuring is to deliver more
children’s services in the home and community settings, giving the children, guardians, and
community the benefit of inclusion in the rehabilitative process, and to allow the development of
more natural supports. For FY 2008 revised, the reprogramming of Children’s Behavioral Health
Services and the Child Welfare program produced a net reduction of approximately $1.0 million.

e Vacancy savings of $2.4 million in general revenues are recognized to achieve personnel savings
appropriated to the Department of Administration in the FY 2008 enacted budget. The revised
budget includes other reductions associated with the following statewide adjustments: savings
from lower than anticipated employee health benefit claims experience, $716,283; savings from
six uncompensated personal leave days for all state employees, $1.1 million; and, statewide
operating, contracts and grants reductions of 2.7 percent from the revised levels, $2.5 million.
For FY 2008 revised, the Governor recommends 788.5 FTE, which is 16.5 FTE less than the
enacted authorized level. The recommended level reflects the reduction of 75% of the vacancies
as of September 15, 2007 with the exception of the 3.0 additional FTE for maintenance services.
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e The Governor recommends total expenditures of $209.6 million in FY 2009 for the Department
of Children, Youth & Families. This is comprised of $137.0 million in general revenue, $69.6
million in federal funds, $1.2 million in other funds, and $1.8 million in restricted receipts. The
recommended FY 2009 general revenue budget decreases by $12.3 million from the enacted FY
2008 budget.

e Medical assistance programs are redesigned significantly in FY 2009. The Ocean State Waiver
initiative seeks to transform Medicaid benefits from provider-centric to a person-centered,
opportunity driven, outcome based system of coordinated health care across all provider types
and all agency Medicaid programs statewide. Personal responsibility, choice, consumer
empowerment and independence are all essential goals of the initiative. In the Department of
Children, Youth and Families programs, these goals are reflected in the following areas:

e Savings of $3.7 million based on DCYF program re-design. This will reduce residential
placements by 300 youth, which 60 of these children are out of state placements.

e Savings of $1.4 million related to shortening the length of stay for youth at the Rhode
Island Training School.

e Other reductions within the Department of Children, Youth & Families were the result of a
thorough examination of agency programs and identification of services that could be improved
to operate in a manner that would prove to be cost effective and produce efficient services for the
population it attends to. This process produced approximately $12.5 million in savings, $8.7
million in general revenues. These reductions include:

e Savings of $125,000 in general revenues for a reduction in Child Welfare Institute
trainings;

e Savings of $1.1 million, including $689,618 in general revenues, by shifting in-patient
diagnostic assessment screening evaluations to community-based providers;

e Savings of $155,796 general revenues from the elimination of probation and parole
monitoring of adults;

e Savings of $329,546 general revenues by restructuring the delivery of educational
services at the Rhode Island Training School (RITS);

e Savings of $250,000 general revenues by reducing the number youth that require one-on-
one supervision at the RITS;

e Savings of $60,000 general revenues at the RITS by incorporating more services into the
medical services contract;

e Savings of $150,000 general revenues by transferring responsibilities of the RITS clinical
social workers to treatment rather than case management;

e Savings of $292,869 general revenues for a re-structured Systems of Care Oversight;

e Savings of $5.1 million, including $3.4 million in general revenues, associated with the
transformation of services provided to youth and to no legal status children;

e Savings of $33,672 general revenues with the utilization of employee flex-time, which
would reduce overtime;

e Savings of $277,834 general revenues by changing the status of family members that
have unlicensed foster care to guardianship;

e Savings of $4.0 million, including $2.4 million in general revenues, with the restructuring
of clinical/case review functions;

e Savings of $393,879 general revenues by converting beds to community-based individual
wraparound services;
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e Savings of $163,395 general revenues reflecting funding at half of enacted levels for
legislative grants;

e Savings of $151,143 general revenues with the assumption that no services will be
overlapped between providers; and

e Savings of $49,607 general revenues with the requirement that local educational
authorities provide financing for youth that are court ordered to receive educational
assessments.

e The reductions for FY 2009 from the FY 2008 enacted level were offset by the transfer of 3.0
FTE from the Department of Administration to the Department of Children, Youth & Families for
maintenance services, which contributed to an increase of $252,615. Associated operating
expenses related to this transfer totaled $456,300.

e Recommended program FTE position reductions and transfers for the Department of Children,
Youth & Families are consistent with those proposed by the agency, Office of Health and Human
Service consolidations, and Medicaid reform initiatives. The following list displays the result of
the agencies’ reductions and transfers.

e The Office of Health and Human Services will centralize the management and budget,
purchasing, and legal functions that are performed by the five cabinet level human service
agencies in order to coordinate and administer programs in a more efficient manner.

e Program reduction of 7.0 FTE.

e Transfer of 22.0 FTE and $1.4 million to the Office of Health and Human Services.

e Program reduction of 12.5 FTE, which relates to elimination of youth receiving services from the
department that fall under the no legal status category.

e Program reduction of 13.5 FTE, from reductions in beds at the Rhode Island Training School.

e The Governor’s recommendation for FY 2009 is 733.5 FTE.

Department of Elderly Affairs and Advocacy

Department of Elderly Affairs. The Governor recommends a revised budget for FY 2008 for the
Department of Elderly Affairs of $36.3 million. Expenditures are comprised of $4.7 million in gas tax
receipts, $17.4 million in general revenue, $12.9 million in federal funds, and $1.3 million in restricted
receipts. The revised financing level is a decrease of $730,088 or 1.9 percent, from the FY 2008 enacted
budget. The revised recommendation includes $1.2 million or 6.4 percent less in general revenue;
$151,332 or 1.2 percent less in federal funds; $640,000 or 92.8 percent more in restricted receipts; and,
$36,551, or 0.7 percent more in gas tax financing.

Major changes in general revenue expenditures from FY 2008 original appropriations include the
following:

e ($663,771) for savings in payroll costs related to Governor-mandated program staffing reduction
and normal turnover

e $423,000 in added expenditures to finance “RIDE” (statewide Para transit) transportation services
at FY 2007 levels

e ($956,578) in reduced general revenue support for RIPAE drug formulary benefits, including
transfer of $710,000 to RIPAE Rebates (restricted receipts).

e ($414,841) in statewide savings, including $326,182 in non-payroll management savings in
operating, contracts and grants.
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e $119,371 in added payroll costs for the transfer of one full time equivalent position from the
Department of Mental Health Retardation and Hospitals.

Major changes in federal funds expenditures from FY 2008 original enacted levels include the following:

e ($53,348) in reduced Title Il expenditures due to lower than anticipated costs, including
statewide savings for employee health benefits and six uncompensated personal leave days.

e ($33,938) in reduced eligible MEDICAID expenditures including statewide savings for employee
health benefits and six uncompensated personal leave days.

The major change in restricted receipts expenditures from FY 2008 original authorizations is due to the
shift from general revenues for RIPAE drug formulary benefits of $710,000.

Commission on the Deaf and Hard of Hearing. The Governor recommends FY 2008 revised financing of
$326,595, consisting solely of general revenues, to finance the Commission's personnel, operating and
interpreter referral services. This represents a decrease of $43,559, or 11.8 percent, from the FY 2008
enacted level. The downward adjustment is primarily attributable to savings generated from the partial-
year vacancy of an interpreter referral specialist as well as the following statewide adjustments: savings
from lower than anticipated employee health benefit claims experience, $4,007; savings from six
uncompensated personal leave days for all state employees, $4,998; and, statewide operating, contracts
and grants reductions of 2.7 percent from revised levels, $2,191. Federal financing of $17,500 included
in the enacted budget has been withdrawn due to the exhaustion of a grant for emergency interpreters.
Staffing authorizations remain level at 3.0 FTE.

Developmental Disabilities Council. The Governor recommends revised FY 2008 expenditures of
$405,702, all of which is federal funds from the Administration on Developmental Disabilities, US
Department of Health and Human Services. This revised level is $55,409 less than the level appropriated
by the legislature and includes statewide cost savings of $5,717, comprising six uncompensated personal
leave days equal to $3,452 and lower than anticipated employee health benefit claim experience of
$2,265.

The Governor’s revised FTE ceiling recommendation is the FY 2008 enacted ceiling of 2.0 full time
equivalent positions.

For FY 2009, the Governor recommends the integration, consolidation and merger of the agency into the
Department of Elderly Affairs and Advocacy in compliance with Article 3 of the FY 2008 Budget Act.
For the purpose of maintaining comparability across programs and at the agency level, historical
expenditures have been reflected as a program within the newly created department.

Governor’s Commission on Disabilities. The Governor recommends revised expenditures of $780,912
for FY 2008. This consists of $350,626 in general revenue, $179,380 in federal funds, $236,551 in Rhode
Island Capital Plan funds, and $14,355 in restricted receipts. The revised general revenue funding level is
$185,149 less than the FY 2008 enacted level. The majority of this decrease reflects a savings of
$168,431 in personnel expenses due to 2.0 FTE positions becoming vacant in July of 2007, which
authorization to fill these positions was not granted for FY 2008. Others savings are related to the
following statewide adjustments: savings from lower than anticipated employee health benefit claims
experience, $3,787; savings from six uncompensated personal leave days for all state employees, $5,856;
and, statewide operating, contracts and grants reductions of 2.7 percent from revised levels, $1,928. For
FY 2009, the Governor’s Commission on Disabilities will be consolidated into the Department of Elderly
Affairs and Advocacy.
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The Governor recommends total expenditures of $911,985 in FY 2009, including $413,651 in general
revenue funds, $189,769 in federal funds, $8,565 in restricted receipts, and $300,000 in Rhode Island
Capital Plan funds. The recommended general revenue funding in FY 2009 is $122,124 less than FY
2008 enacted levels. This decrease reflects the reduction of 1.0 FTE for FY 2009 compared to the FY
2008 enacted budget. Personnel costs include no cost of living adjustment for state employees, but do
include a 9.9 percent trend growth in employee medical benefit costs and also include funding for retiree
health benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. The recommended FTE ceiling for FY 2008 is 5.6 FTE and 4.6 FTE for FY 2009.

Pursuant to action of the Legislature in Article 3 of the FY 2008 Budget Act, the Governor’s
recommended FY 2009 budget includes the combination of the Commission on the Deaf and Hard of
Hearing, Rhode Island Developmental Disabilities Council, the Governor’s Commission on Disabilities
and Department of Elderly Affairs in a new Department of Elderly Affairs and Advocacy. It should be
noted that while the FY 2008 supplemental appropriations act reflects the constituent agencies as
independent entities, consistent with enacted appropriations, the FY 2009 appropriations act recognizes
the combination of the agencies as programs within the new department. However, to achieve orderly
and coherent comparisons of the history, enacted appropriations, and two recommendation years, these
documents display the agencies as a combined entity in FY 2008 as well as FY 2009. Thus, for FY 2009,
the Governor recommends total expenditures of $35.3 million, consisting of $4.7 million in gas tax
receipts, $300,000 in Rhode Island Capital Plan Funds, $16.8 million in general revenue, $12.9 million in
federal funds, and $628,565 in restricted receipts. Rhode Island Capital Plan financing appears in the
Department’s recommendation in the amount of $300,000, for implementation of and compliance with
Americans with Disabilities Act projects related to accessibility. The recommended budget for all funds
is $3.6 million or 9.1 percent less than the FY 2008 enacted budget. General revenues decrease by $2.7
million or 13.9 percent, federal funds decrease by $818,985 or 6.0 percent, restricted receipts decrease by
$112,047 or 15.1 percent, and other RICAP funds increase by $100,000 or 50.0%.

Major changes in general revenue expenditures from FY 2008 original appropriations include the
following:

e ($727,927) in reduced expenditures for savings in payroll costs related to Governor-mandated
program staffing reduction and normal turnover

e ($421,028) in reduced costs for the Home and Community Care Co-pay programs by increasing
client co-payments

e ($187,595) in reduced expenditures for savings in customer information service grant funding

e ($319,076) in reduced spending for savings in the “RIDE” transportation program due to an
increase in clients co-payments

e ($122,502) in reduced payroll costs due to the transfer of two full time equivalent positions to the
Executive Office of Health and Human Services (EOHHS)

e $234,075 in increased expenditures for unachieved Buy Rite Value-based purchasing savings

e ($650,000) in reduced drug purchases under the RIPAE program due to benefit changes
recommended by the Governor

e ($1.1 million) in reduced activities for various community service objectives under the aegis of
the General Assembly

Major changes in federal funds expenditures from FY 2008 original enacted levels include the following:
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e ($465,739) in reduced Senior Community Service Employment program expenditures due to its
transfer to the Department of Labor and Training.

e ($198,725) in reduced Title 1l expenditures due to lower than anticipated costs, including net
statewide savings for employee health benefits, retiree health and assessed fringe benefits rates.

e ($52,847) in reduced eligible MEDICAID expenditures including net statewide savings for
employee health benefits, retiree health and assessed fringe benefits rates.

Changes in restricted receipts expenditures compared to FY 2008 original authorizations include current
service adjustments for available cash resources and other statewide adjustments to health benefit, retiree
health benefits and assessed fringe benefits rates, which total $112,047 in reduced spending.

The Governor recommends an FTE position ceiling of 54.6 in the FY 2008 revised budget, which is 2.0
FTEs less than the level originally authorized for FY 2008 and reflects programs staffing reductions. For
FY 2009, the Governor recommends 44.6 FTEs or 10.0 FTEs less than the revised level recommended for
FY 2008, which includes the transfers of two FTEs to the Executive Office of Health and Human Services
(EOHHS). Other changes from FY 2008 revised level include the transfer of one FTE from the
Department of Mental Health, Retardation and Hospitals and program reductions totaling 11.0 FTEs.

Department of Health

The Governor recommends total expenditures of $132.3 million in the FY 2008 revised budget. It includes
$29,410 in other funds, $32.3 million in general revenue, $74.8 million in federal funds and $25.1 million in
restricted receipts. It also represents a net increase of $7.1 million from FY 2008 enacted authorizations,
which consists of increases in other funds of $5,734 and $9.5 million in federal funds offset by decreases in
general revenue of $2.2 million and restricted receipts of $310,946.

Major changes in general revenue expenditures from fiscal 2008 original authorizations include the
following:

e ($1.0 million) in statewide savings, consisting of $28,134 for records center charges, $249,493 for
lower than anticipated employee health benefit claims experience, $429,950 for six uncompensated
personal leave days for all state employees, and $310,090 for statewide operating contracts and
grants reductions of 2.7 percent from revised levels.

e $369,892 in general revenue addition to reimburse certain disallowed costs for Disease Control
grants to the department.

e ($1.3 million) withdrawal from 2008 enacted appropriations for leased space cost, which will not be
incurred due to the decision not to sell the Chapin Building, which houses the Health Laboratories.

e ($868,408) in related payroll savings for turnover, overtime and program staffing reductions.

Major changes to FY 2008 enacted federal funds expenditures include:
e $1.8 million in increased funding for public health and social services bioterrorism preparedness
program.

e $0.9 million net increased funding from the Centers for Disease Control Pandemic Influenza
Planning program to procure necessary equipment and medication.

e $0.1 million in increased funding from the EPA for a safe public water supply
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e $0.2 million in increased Justice Research and Development funding pertinent to the application of
DNA and CODIS technology for the prosecution of criminal suspects.

e $1.3 million for the development and implementation of a secured statewide health information
exchange system that allows the sharing of health information between health professionals and
patients.

e $4.2 million in increased Special Supplemental Food benefits from the US Department of
Agriculture for the Women and Infant Child (WIC) nutrition program

e $0.2 million in increased Family Planning Services for low income persons

e ($0.4 million) in reduced funding for Payment to States for Child Care services

e $0.2 million increase for the federal share of medical assistance benefits to low income persons for
the Family Outreach Program, which seeks to bring families into contact with the various services
offered by the department.

e $0.4 million in increased funding under the Ryan White Act for families afflicted with HIV

e $0.3 million in increased funding for HIV prevention programs, education and training.

e 3$0.2 million in increased funding for diabetes care and education

e $0.4 million in increased funding for the surveillance of emerging pathogens

e $0.4 million in increased funding to promote the health and wellness of disabled persons

e ($0.4 million) in net reduced funding for comprehensive cancer control, including breast, cervical,
and colorectal cancers.

Major changes to FY 2008 enacted restricted receipts expenditures include:
e $0.6 million in increased expenditures due to anticipated increases in billings for federal grants
administered.

e $0.1 million in non-recurring funding for Common Ground---a collaborative between the state and
local public health agencies to improve preparedness and chronic disease prevention and control.

e $1.0 million for the purchase of pandemic flu equipment and medication financed from health
insurers assessments.

e ($1.8 million) in reduced expenditures from enacted anticipated levels for infant and children
immunization.

For FY 2009, the Governor recommends total expenditures of $124.2 million for the Department of Health.
This includes $29,410 from other funds, $30.8 million from general revenues, $68.1 million from federal
funds, and $25.4 million from restricted receipts. This level of funding is $1 million, or 0.8 percent less than
original authorizations by the General Assembly for FY 2008. This reduced level of funding consists of
increases in federal funds of $2.8 million and other funds of $734 that were offset by decreases in general
revenues of $3.7 million and restricted receipts of $43,990.
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Major changes to general revenue expenditures in FY 2009 compared to FY 2008 original authorizations
include the following:

($0.9 million) in net statewide savings consisting of increased funding for assessed fringe benefit
charges of $79,509 that were offset by savings in record center charges of $23,692, legislative
community service objective grants of $583,712, health benefit rates of $149,542 and retiree health
benefits of $214,315.

($0.7 million) in related payroll savings for turnover, overtime and staffing reductions.

($1.3 million) adjustment for FY 2008 appropriations for leased space cost due to the decision not
to sell the Chapin Building, which houses the Health Laboratories.

(1.5 million) reduction for conversion to restricted receipts of the newborn screening and hearing
programs recommended in the FY 2009 budget act along with an increase in fees to make the
program self-supporting.

Major decreases to federal funds expenditures compared to original FY 2008 authorizations include the
following:

($1.7 million) in anticipated reduced Centers for Disease Control funding for bioterrorism activities

$0.2 million in increased continuous Justice Research and Development funding pertinent to the
application of DNA and CODIS technology for the prosecution of criminal suspects.

$0.6 million for the continuous development and implementation of a secured statewide health
information exchange system that allows the sharing of health information between health
professionals and patients.

$4.2 million in increased continuous Special Supplemental Food benefits from the US Department
of Agriculture for the Women and Infant Child (WIC) nutrition program.

($0.4 million) in expired funding for the health and wellness of disabled persons

($0.4 million) in net reduced funding for comprehensive cancer control, including breast, cervical,
and colorectal cancers.

($0.4 million) in reduced funding for Payment to States for Child Care services
$0.4 million in increased funding under the Ryan White Act for families afflicted with HIV
$0.3 million in increased funding for HIV prevention programs, education and training.

$0.2 million in increased funding for diabetes care and education

The Governor recommends full time equivalent positions of 437.1, which is a reduction of 21.9 vacant full
time equivalent positions from the level originally enacted for FY 2008. For FY 2009, the Governor
recommends 409.5 FTEs, a net reduction of 49.5 FTEs from FY 2008 enacted level. The reduction includes
16.6 FTEs transfer to the Executive Office of Health and Human Services, one FTE transfer from the
Department of Mental Health Retardation and Hospitals, and program staffing reductions equal to 10.0
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FTEs in the various programs of the department.
Department of Human Services

The Governor recommends revised appropriations of $1.812 billion for FY 2008, including $795.9
million of general revenues, $1.006 billion of federal funds, and $10.1 million of restricted receipts and
other funds. This represents an increase of $567,707, on an all funds basis, from the enacted budget. The
revised budget for FY 2008 includes a reduction of $15.3 million in general revenue expenditures, an
increase of $16.2 million in federal funds, and a reduction of $400,000 in restricted and other funds.

The general revenue change includes the following statewide adjustments: savings from lower than
anticipated employee health benefit claims experience, $840,526; savings from six uncompensated
personal leave days for all state employees, $1,077,747; and, statewide operating, contracts and grants
reductions of 2.7 percent from revised levels, $21,135,431. An additional reduction of $19.9 million of
Medicaid funds is included for the statewide operating, contracts and grants reductions of 2.7 percent.

Revised FY 2008 Medical Benefit expenditure estimates adopted by the November 2007 Caseload
Estimating Conference (CEC) increased $9.0 million from general revenue enacted levels, and by $20.2
million all funds. The net general revenue addition attributable to CEC adopted caseloads for cash
assistance and child care is $2.9 million. The Governor’s proposed supplemental recognizes the
availability of $8.0 million in additional federal Medicaid funds available to offset transportation and S-
CHIP managed care expenditures recognized as general revenue costs in the adopted CEC totals; these
changes reduce general revenue and increase federal expenditures in this amount. The Governor also
recommends the addition of appropriations of $7.0 million general revenue funds and $14.7 million all
funds in FY 2008 for an accelerated uncompensated care distribution to Slater Hospital; this will result in
increased FY 2008 general revenue receipts of $14.7 million.

In order to address statewide expenditure forecasts in excess of enacted appropriations, the Governor
proposes several benefits reductions for initiation in FY 2008:

e Savings of $666,667, all general revenue funds, from removing approximately 2,000 children
from state-only managed care health care coverage. This change requires revision of state statute.

e Savings of $2.0 million, including $1.0 million general revenue funds, from revising
reimbursement schedules for health benefits for SSI eligible populations, primarily children in
Department of Children, Youth and Family caseloads.

e Savings of $2.7 million, including $1.3 million general revenue funds, from revising utilization
and authorization levels, and from revising reimbursement schemes for Children’s Intensive
Services benefits.

e Savings of $313,775, including $150,000 general revenue funds, from requiring prior
authorization for high-cost imaging procedures for Medicaid clients.

For FY 2009, the Governor recommends total expenditures of $1.765 billion for the Department of
Human Services. This total includes $767.9 million from general revenue, $987.3 million from federal
funds, $125,000 from RICAP funds, and $9.4 million from restricted receipts.

Personnel costs include no cost of living adjustment for state employees, but do include a 9.9 percent
trend growth in employee medical benefit costs and also include funding for retiree health benefits on an
actuarial basis beginning in FY 2009, recognizing reduced health benefits for new retirees.
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The agency budget continues to finance: cash and medical assistance programs at caseload conference
consensus values, except as noted below; training and support services for family assistance programs;
continued services to veterans, the blind and visually impaired, and other assisted populations. Seventy-
six percent of the agency’s expenditures are for medical benefits payments.

The general revenue decrease in program Central Management from the enacted FY 2008 budget includes
a reduction of $2,734,126, reflecting funding at half of enacted levels for legislative grants, and a
reduction of $3,324,830 from eliminating the state supplement to federal Head Start programming. The
reduction of $925,656 in the program’s restricted indirect cost recovery fund reflects transfer of 21.0
filled FTE positions to the Executive Office of Health and Human Services, due to centralization of legal
and fiscal positions in that agency.

In program Child Support Enforcement, a decrease of $1.9 million, including $1.1 million general
revenue funds from enacted FY 2008 levels primarily reflects personnel reductions in the program,
including: abandonment of seven vacant positions effective September, 2007; layoff and elimination of
5.6 filled FTE positions; transfer of one position to DOA central services; and, transfer of 11.6 filled FTE
positions to the Executive Office of Health and Human Services, reflecting centralization of legal and
fiscal positions in that agency.

In program Individual and Family Support, a decrease of $1.7 million, general revenue funds from
enacted FY 2008 levels includes a reduction of $1.0 million from Family Independence Program
education and training vouchers, to be replaced by Work First program reforms, and from personnel
reductions in the program including: abandonment of 15.4 vacant FTE positions effective September,
2007; layoff and elimination of 18.0 filled FTE positions; transfer of three positions to DOA central
services; and, transfer of 7.0 filled FTE positions to the Executive Office of Health and Human Services,
reflecting centralization of legal and fiscal positions in that agency.

The Governor’s budget recommendations for both FY 2008 and FY 2009 finances the operation of the
Rhode Island Veterans’ Home and the Rhode Island Veterans’ Cemetery, and include $5.9 million from
federal and restricted resources for capital improvements and equipment in FY 2008, and $3.8 million in
FY 2009. Increases of $582,553 general revenues compared to FY 2008 enacted levels reflect Veterans’
Home operational current services costs, which are not being reduced, aside from 2.3 vacant and
unfunded turnover positions, and two vacant and funded positions transferred to DOA and to the
Executive Office of Health and Human Services. Savings from elimination of 28.0 filled FTE positions
and associated food costs, minus added costs for a privatization contractor and for employee severance
costs, reduce general revenue requirements by a net amount of $686,411, but these items were not
financed in enacted appropriations, and have no material difference when compared to enacted levels.

In program Health Care Quality, a decrease of $4.7 million, including $2.0 million general revenue funds,
from enacted FY 2008 levels, includes a reduction of $1.0 million all funds and $512,102 general
revenues for information management contractors, and from personnel reductions in the program
including: abandonment of 12.7 vacant FTE positions effective September, 2007; layoff and elimination
of 5.0 filled FTE positions; and, transfer of 2.0 filled FTE positions to the Executive Office of Health and
Human Services, reflecting centralization of fiscal positions in that agency.

In FY 2009, current payment standards are maintained for clients receiving cash payments under the
Family Independence Program (FIP). After reaching a peak caseload of 64,000 persons in 1994, the
number of persons receiving cash assistance continues to decline. The November 2007 consensus
caseload conference (CEC) estimated that 25,100 persons would receive Family Independence Program
cash assistance in FY 2008, a 14.5 percent reduction from FY 2007 experience, declining to 23,000
persons in FY 2009, a reduction of an additional 8.4 percent. Consensus caseload conference estimates
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project 8,400 subsidized childcare slots in FY 2008, and 7,900 slots in FY 2009, a decrease of six percent,
as clients achieve exit from the program. Decline in both of these benefits reflects the goal of placing
clients into unsubsidized employment, and the Governor’s stated principle that benefits should be
extended only to eligible and entitled clients and only after all federal and third party participation has
been maximized.

The Governor’s FY 2009 Budget includes statutory language to establish Work First, a replacement
program for the Family Independence Act. The program will provide employment and support Services
along with temporary cash assistance so that parents can participate in the workforce rather than depend
on public assistance to support themselves and their children. In FY 2009, revisions to expenditures will
occur solely within federal appropriations, due to maintenance of efforts requirements on general revenue
funding. The actual reallocations among federal accounts are not yet recorded in the Technical Appendix
document.

Adopted consensus caseload conference estimates for cash assistance payments in FY 2009 decreased by
$2.1 million compared to adopted FY 2008 levels. This reflects savings of $3.8 million from the
reduction in FIP caseloads offset by additions of $752,000 for child care slots, due to recognition of a
provider rate increase (see revisions below) offset by the reduction in the number of slots, plus increased
SSI estimates of $675,818 and increased estimates for General Public Assistance of $268,290.

The Governor’s recommended FY 2009 Budget includes revisions for child care benefits compared to
adopted CEC estimates:

e Savings of $500,000, all general revenue funds, from restricting reimbursements to non-certified
and unlicensed providers.

e Savings of $4.0 million, all general revenue funds, from eliminating a provider rate increase,
estimated at eight percent, scheduled for July 1, 2008. This will require statute change.

The Supplemental Security Income (SSI) caseload historically has increased on a continuous basis. The
adopted caseload conference estimates are 31,725 recipients in FY 2008, and 32,200 in FY 2009,
compared to actual cases of 31,285 in FY 2007. The 1.5 percent annual growth rate results from a
continued growth in the disabled component and a slight decline in the state’s elderly population.

e For FY 2009, the Governor proposes to maintain client eligibility, but to reduce the state’s
supplement in an amount equivalent to the proposed federal cost-of-living adjustment scheduled
for January 1, 2009. The client will receive the same payment as in December, 2008. This is
estimated to reduce general revenue costs by $2,7 million.

The General Public Assistance Bridge Program will be maintained in FY 2009, providing limited cash
assistance to eligible persons and a medical program of restricted scope. The caseload conference
estimate is 415 persons in FY 2008 and 420 persons in FY 2009.

Medical assistance programs are redesigned significantly in FY 2009. This initiative seeks to transform
Medicaid benefits from provider-centric to a person-centered, opportunity driven outcome based system
of coordinated health care across all provider types and all agency Medicaid programs statewide. Personal
responsibility, choice, consumer empowerment and independence are all essential goals of the initiative.
Within Department of Human Services programs, these goals are reflected in the following areas:

e Hospitals- savings of $6.3 million, including $3.0 million general revenues, from reimbursement
redesign for inpatient psychiatric placements.
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Hospitals- savings of $737,930, including $350,000 general revenues, from reimbursement
redesign for outpatient procedures.

Nursing Homes- savings of $46.6 million, including $22.1 million general revenues from
diversion of placement to community and home based care settings on a voluntary basis.
Offsetting costs for expanded community and home based alternatives are recognized and are
available in adopted CEC totals pursuant to statutory diversion formula.

Managed Care- savings of $6.4 million, including $3.0 million general revenues from
establishment of consumer directed health care plans, which reinforce wellness and wise
purchasing behaviors.

Managed Care- savings of $2.3 million, including $1.1 million general revenues from
establishment of wraparound, preventive and follow-up programs for adults in the program.

Managed Care- savings of $4.7 million, including $2.2 million general revenues from
accountability initiatives regarding premium formulation and enforcement.

Managed Care- savings of $2.6 million, including $1.3 million general revenues from mandatory
enrollment requirements.

Managed Care- savings of $3.3 million, including $1.6 million general revenues from Fair Share
third party liability efforts to ensure that Medicaid is the payer of last resort.

Managed Care- savings of $10.9 million, including $5.2 million general revenues from Selective
Contracting to purchase at competitive best prices all appropriate procedures.

Managed Care- savings of $6.6 million, including $3.1 million general revenues from revising
managed care administration reimbursement principles.

Managed Care- savings of $2.7 million, including $1.3 million general revenues from mandatory
adult health care management programs.

Managed Care- savings of $7.4 million, including $3.5 million general revenues from adult
primary care coordination activities.

Pharmaceuticals- savings of $1.1 million, including $500,000 general revenues from revisions to
dispensing fee schedules.

Pharmaceuticals- savings of $1.1 million, including $500,000 general revenues from
establishment of a preferred drug list for mental health medications.

Pharmaceuticals- savings of $316,256, including $150,000 general revenues from maximizing
rebates for medications administered in a hospital setting.

Other initiatives modifying CEC adopted baselines for Medicaid programs include:

Hospitals- savings of $2.5 million, including $1.2 million general revenues, from establishment of
protocols for assessments and interventions for high cost and multi-disciplinary
(interdepartmental) cases.

Hospitals- addition of $8.4 million, including $4.0 million general revenues, from establishment
of a Diagnostic-related (DRG) model to replace the current prospective payment methodology.

Nursing Homes- savings of $5.0 million, including $2.4 million general revenues from revisions
to the labor reimbursement ceilings in the nursing homes principles of reimbursement.

Nursing Homes- addition of $500,000, including $237,150 general revenues from conversion of
tracheotomy placements from Eleanor Slater Hospital to private nursing facilities.
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e Nursing Homes- savings of $2.5 million, including $1.2 million general revenues from
establishment of protocols for assessments and interventions for high cost and multi-disciplinary
(interdepartmental) cases.

e Nursing Homes- savings of $4.0 million, including $1.9 million general revenues from deferral of
a scheduled annual provider adjustment from October 1, 2008 to April 1, 2009.

e Managed Care- full-year savings of $4.0 million, all general revenues, from removing
approximately 2000 children from state-only managed care health care coverage.

e Managed Care- annual savings of $11.0 million, including $5.2 million general revenue funds,
from selective contracting of hospital and children’s services.

e Managed Care- savings of $558,718, including $265,000 general revenues from expanding Rite
Share efforts to maintain Medicaid-eligible clients in employer-sponsored health coverage plans.

e Managed Care- savings of $23.1 million, including $10.9 million general revenue funds, from
restricting eligibility for adults in managed care to below 133 percent of the federal poverty limit
(FPL) from the current 185% FPL.

e Managed Care- savings of $5.0 million, all general revenues, from funds reserved by the
November CEC for obligations to RIPTA for transportation for managed care clients; this
obligation will instead be financed from establishment of a transportation benefit from federal
TANF funds within the FIP/ Work First program.

e Managed Care- savings of $1.3 million, all general revenues, from elimination of subsidies for
health care coverage for state child care providers.

e Other- annual savings of $906,444, including $430,000 general revenue funds, from requiring
prior authorization for high-cost imaging procedures for Medicaid clients.

e Other- savings of $1,000,000 from transfer of general revenue costs to restricted receipts from
expansion of the Children’s Health Account assessment on health care provider plans.

Uncompensated Care payments to community hospitals are recommended at $114.2 million, including
$54.2 million general revenues, as adopted by the November CEC. Reallocation of $2.6 million adopted
general revenues to federal S-CHIP funds is recognized, pursuant to the latest federal awards schedule.

Basic medical services, provided through the Rhode Island Medical Assistance Program, will continue
for: families receiving SSI benefits; children in foster care; Medicare beneficiaries having limited income
and resources; pregnant women, parents and children with low incomes including pregnant women denied
federal assistance due to their immigration status; and, persons meeting the criteria for the Categorically
Needy Program. Rhode Island's Medical Assistance Program will continue to provide services in all
mandatory categories, as well as optional categories including dental, optometry, hospice, podiatry,
ambulance and prescription services.

Recommended FTE positions for FY 2008 total 1,067.6, a reduction from the enacted ceiling of 1,109.0
FTE, reflecting abandonment of 37.4 FTE positions vacant as of September, 2007, and transfer of four
positions to DOA central services. Reductions in FY 2009 include elimination of 28.0 positions in
Veterans’ Home Dietary operations, 30.6 FTE positions for other layoffs, and reallocation of 42.6
positions to the Executive Office of Health and Human Services, reflecting centralization of legal and
fiscal positions in that agency. The total recommendation for FY 2009 is 966.4 FTE positions.
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Department of Mental Health, Retardation, and Hospitals

The Governor’s revised FY 2008 budget for the Department of Mental Health, Retardation, and Hospitals
totals $482.1 million, including $234.2 million in general revenues, $234.9 million in federal funds, $2.6
million in restricted receipts, and $10.4 million in other funds. On an all funds basis, the $482.1 million
revised budget amount is $16.8 million less than the FY 2008 enacted budget, consisting of the following
changes: decreases of $9.3 million in general revenues, $9.1 million in federal funds, and $446,166 in
restricted receipts; and an increase of $2.0 million in other funds.

The $9.3 million reduction in general revenue expenditures in the FY 2008 revised budget includes the
following changes: reduction of $6.8 million in personnel costs, including $5.3 million is payroll and
$1.5 million in purchased contract services; reduction of $4.9 million in operating; reduction of $68,760
in capital purchases and equipment; and an increase of $2.5 million for grants and assistance payments.
Of the $9.3 million reduction in general revenue expenditures, $6.8 million is associated with statewide
expenditure adjustments while $2.5 million is associated with other department-wide adjustments. The
statewide adjustments consist of : savings from lower than anticipated employee health benefit claims
experience, $1.0 million; savings from six uncompensated personal leave days for all state employees,
$1,221,620; and statewide operating, contracts, and grant reductions of 2.7 percent from revised levels,
$4.6 million. Major programmatic funding changes for FY 2008, excluding statewide changes, are
described below:

For the Central Management program, the Governor recommends additional general revenues of $1.1
million, including: an increase of $2.0 million for unachieved Buy RIte contracting initiative savings; a
decrease of $589,934 for payroll savings associated with employee turnover; a decrease of $266,169 for
the transfer of 2.0 FTE to other departments; and an increase of $96,854 for operating.

For the Hospital and Community Support Program, the Governor recommends a reduction in general
revenues of $493,856, including a decrease of $567,619 for turnover savings/layoffs, and increases of
$40,045 for operating costs and $38,626 for contract services.

For the Services for the Developmentally Disabled Program, the Governor recommends additional
general revenues of $562,198, including increases of $1.0 million for unachieved Buy Rlte contracting
initiative savings and $371,806 for operating costs, and decreases of $219,646 for turnover
savings/layoffs and $580,624 for grant and assistance payments to providers.

For the Integrated Mental Health Program, the Governor recommends a reduction in general revenues of
$81,961. Significant changes include increases of $1.0 million for unachieved Buy Rlte savings and
$76,954 for purchased contract services; and decreases of $551,824 for community medical assistance
plan pharmaceutical expenditures, $489,734 for community mental health provider payments, and
$108,701 for turnover savings/layoffs.

For the Hospital and Community Rehabilitation Services Program, the Governor recommends a reduction
in general revenues of $3.5 million. The major changes include: decreases of $1.1 million for turnover
savings/layoffs, $1.7 million for pharmaceutical costs transferred to Medicare Part D restricted receipts,
and $474,675 for grants and assistance.

For the Substance Abuse Program, the Governor recommends a reduction in general revenues of $97,079,
including decreases of $416,660 for delayed implementation of the Adjudicated Offender Residential
Treatment program and $146,345 for turnover savings/layoffs; and increases of $446,841 for treatment
and prevention services provider payments and $18,056 for purchased consultant services.
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The Governor’s FY 2009 recommendation totals $462.8 million, including $219.6 million of general
revenues, $226.7 million of federal funds, $2.4 million of restricted receipts, and $14.1 million of other
funds. The general revenue portion of the budget reflects a decrease of approximately $23.8 million, or
9.8 percent, from the FY 2008 enacted budget. The Governor’s FY 2009 budget continues the
restructuring of the Department, which was begun in FY 2008, to manage and control the growth in state
expenditures. The major initiatives include the following:

Services for the Developmentally Disabled

Savings of $35.6 million, including $16.9 million in general revenue funds, from the planning
and phase-in of a new less institutional, more diverse service delivery model that is consumer
driven and community designed. This will allow the Department to redistribute dollars and to
offer more persons with developmental disabilities a wider range of independent living options
stressing family and natural supports, employment opportunities and diverse housing options
ranging from the traditional 24-hour support system in group homes to shared living
arrangements. The Department proposes to provide persons with developmental disabilities with
vouchers (supplementing SSI stipends) to allow persons with developmental disabilities and their
families to choose the support system and setting that they find is the most appropriate. This is
part of the statewide Medicaid Reform initiative to create a flexible delivery system.

Savings of $1,613,977, including $766,649 in general revenue funds, by continuing to right size
the Rhode Island Community Living and Supports (RICLAS) system. The Department proposes
to close three additional residential RICLAS group homes in FY 2009, which will reduce the
number of RICLAS homes to 35. Supports for DD clients in RICLAS group homes cost
approximately $137,886 per client with $55,154 in general revenue. The Department will
consolidate vacancies across the system in preparation for the closure of the homes.

Integrated Mental Health Services

Savings of $1.5 in general revenue funds, by restructuring purchase of service arrangement for
inpatient psychiatric service, for uninsured patients with serious and persistent mental illness by
providing lower cost alternatives to hospitalization. This is part of a Medicaid Reform Initiative
to create a competitive fee-for-service delivery system.

Savings of $1.1 million, including $500,000 in general revenue funds, by relocating mental health
patients into from community hospitals into less restrictive settings. This is part of the Medicaid
Reform initiative to create a flexible system that provides clients a range of options for intensive
community based therapeutic care.

Hospital and Community Rehabilitative Services

Savings of $3.9 million, including $1,831,985 in general revenue funds, from the privatization of
dietary and housekeeping services at the Eleanor Slater Hospital. In the second year, savings
from the privatizations are estimated to increase to $6.1 million, including $2.7 million in general
revenue. The Governor continues to believe that these services should be privatized.

Savings of $5.7 million, including $2.7 million in general revenue funds, by closing the Virks
building and transferring geriatric/psych patients to other units in the hospital or to a less
restrictive setting in the community. Approximately 28 patients will be transferred to community
nursing homes. This will allow the Department to reduce staff by 70.0 FTE positions, and
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transfer the fully vacated building to the Department of Administration. The Virks buildings will
then be renovated for use as office space for human services agencies.

e Savings of $3.0 million, including $1.4 million in general revenue funds will be managed by
MHRH in collaboration with DHS by “Braiding” funding, to create a care continuum with a
unified care management approach such as an Administrative Services Organization (ASO) based
in the community, reducing inpatient hospital days and creating long overdue community
alternatives and establishing a short term crisis stabilization unit at Eleanor Slater Hospital to
divert people away from inappropriate use of community hospital emergency rooms.

e Savings of $5.4 million, including $2.5 million in general revenue funds, by reducing personnel
costs in the Hospital by restructuring various function in the hospital and reducing staff.. This
includes eliminating the hospital staffing office; restructuring and reducing the medical staff,
consolidating the nursing staff, consolidating the nursing central supply function with the
pharmacy.

Substance Abuse Program

e Savings of $520,000 in general revenue funds by eliminating the Treatment and Alternatives to
Street Crime TASC program also known as Treatment and Alternatives to Safe Communities.

e Savings of $2.0 million, including $1.0 million in general revenue funds, by reforming the
substance abuse treatment reimbursement system. The Department proposes that the savings be
realized through a reform of payment models for substance abuse treatment services, and
performance.

e Savings of $241,172 in general revenue funds by a 50 percent reduction in legislative grants to
substance abuse-related organizations.

For FY 2008 the Governor recommends an authorized FTE level of 1,675.6 positions. The reduction of
103.4 FTE positions from the enacted FTE level of 1,761.0 is associated with abandoning 101.4 vacant
FTE positions, many of which were unfunded, and the transfer of 2.0 FTE to other departments

For FY 2009, the Governor recommends an authorized FTE level of 1,372.6 positions, which is 285.0
FTE less than the FY 2008 revised budget. Reductions in FY 2009 include the following: 88.0 positions
in Eleanor Slater Hospital Dietary operations; 67.0 positions in Eleanor Slater Hospital Housekeeping
operations; 105.0 positions in Eleanor Slater Hospital associated with program reductions, including 70.0
due to the closing of the Virks building and 11.0 due to general consolidation of financial and accounts
payable functions; 13.0 positions transferred to OHHS as part of the consolidation of operations; 6.0
positions for the elimination of the Treatment Alternatives for Street Communities (TASC) program; and
6.0 positions in support functions department—wide.

Office of the Child Advocate

The Governor’s revised FY 2008 budget for the Office of the Child Advocate is $522,070, including
$484,569 in general revenue and $37,501 in federal funds. The general revenue appropriation in the
revised FY 2008 is $36,188 less than the enacted budget of $520,757, reflecting agency specific
reductions of $19,529, most of which are associated with turnover savings of $28,533, and statewide
adjustments of $16,659. The statewide adjustments consist of: savings from lower than anticipated
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employee health benefit claims experience, $6,539; savings from six uncompensated personal leave days
for all state employees, $9,294; and, statewide operating, contracts and grants reductions of 2.7 percent
from revised levels, $829.

For FY 2009, the Governor recommends total expenditures $558,800, including $519,657 in general
revenues and $39,143 in federal funds. The general revenue decrease of $1,100 compared to the FY 2008
enacted budget includes a $1,760 decrease for personnel costs and a $660 increase for operating costs.
Personnel costs include no cost of living adjustment for state employees, but do include a 9.9 percent
trend growth in employee medical benefit costs and also include funding for retiree health benefits on an
actuarial basis beginning in FY 2009, recognizing reduced health benefits for new retirees. The Governor
recommends the enacted level of 5.8 FTE positions in FY 2008 and FY 20009.

The Governor does not recommend merging the Office of the Child Advocate into a new Department of
Advocacy. Instead, the Governor recommends that Office of the Child Advocate remain an autonomous
agency in FY 20009.

Office of the Mental Health Advocate

The Governor recommends revised FY 2008 general revenue expenditures of $405,456, a decrease of
$18,797 from the enacted level. The reduction is primarily attributable to the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience, $5,044;
savings from six uncompensated personal leave days for all state employees, $8,162; and, statewide
operating, contracts and grants reductions of 2.7 percent from revised levels, $349. A small amount of
additional savings were also generated through a longer than anticipated lag in the hiring of a new Staff
Attorney. The supplemental recommendation finances the operation of this office at the current service
level.

The Governor recommends total FY 2009 general revenue expenditures of $431,171, reflecting full
funding for agency current services and an increase of $6,828 over enacted FY 2008 levels. Personnel
costs include no cost of living adjustment for state employees, but do include a 9.9 percent trend growth
in employee medical benefit costs and also include funding for retiree health benefits on an actuarial basis
beginning in FY 2009, recognizing reduced health benefits for new retirees. The Governor recommends
the enacted staffing authorization of 3.7 FTE positions for both FY 2008 and FY 20009.
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Summary

The Education function of state government includes services provided by the Department of
Elementary and Secondary Education, Public Higher Education, the Rhode Island State Council on
the Arts, the Rhode Island Atomic Energy Commission, the Rhode Island Higher Education
Assistance Authority, the Historical Preservation and Heritage Commission, and the Rhode Island
Public Telecommunications Authority. The Governor recommends 3,979.2 FTE positions in FY
2008 and 3,915.3 FTE positions in FY 20009.

Two boards govern the major part of Education activities in Rhode Island. The Board of Regents,
with the advice of the Commissioner of Education, establishes policy with respect to the operations
of the Department of Elementary and Secondary Education, state education aid programs, the
Central Falls School District, and the three state schools: the School for the Deaf, the Davies Career
and Technical School, the Metropolitan Career and Technical School. The Board of Governors for
Higher Education, with the advice of the Commissioner of Higher Education, establishes policy
with respect to operations at the three state institutions of higher education.

The FY 2008 revised recommendation for Education agencies totals $1,927 billion, or $17.7 million
more than enacted appropriations of $1,909 billion. As compared to the enacted budget, general
revenue decreases $10.2 million, or 0.9 percent, federal funds increase $11.8 million or 6.0 percent,
restricted receipts increase $376,793 or 4.4 percent, and other funds increase $15.6 million, or 2.7
percent.

In the Education function of state government, other funds consist of: Rhode Island Capital Plan
Funds, Institutional Revenues, Sponsored Research Programs, Scholarships and Fellowships,
Auxiliary Enterprises in Public Higher Education, and the Corporation for Public Broadcasting
grant to the Rhode Island Telecommunications Authority.

@ Other Funds How it is Financed
32.3%

B  Restricted
Receipts

M General Revenue
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m  General Revenue O  Federal Funds @  Restricted Receipts @  Other Funds

The Governor recommends total expenditures of $1.985 billion for Education in FY 2009, including
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$1.126 billion from general revenue, $208.8 million from federal funds, $8.9 million from restricted
receipts, and $641.7 million from other funds.

How it is Spent
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The Governor’s general revenue recommendation of $1.126 billion for Education for FY 2009 is an
increase of $2.8 million, or 0.2 percent over FY 2008 enacted levels.

Aid to Local Units of Government accounts for 52.9 percent of all education expenditures. State
operations expenditures, which include personnel and operating, account for 33.6 percent of total
education expenditures. Most of these expenditures occur in Public Higher Education. The
remaining 13.5 percent of expenditures occur in grants and benefits and capital outlays.

Elementary and Secondary Education

The Governor recommends $1.103 billion in revised expenditures from all funds for the
Department of Elementary and Secondary Education for FY 2008, an increase of 0.6 percent from
the enacted level of $1.096 billion. Of this total, $906.4 million is general revenue expenditures,
$188.6 million is federal grants, $7.1 million is restricted receipt funds, and $1.3 million is other
fund expenditures. General revenue expenditures decrease by $3.0 million, federal expenditures
increase by $10.2 million, restricted receipt expenditures decrease by $18,885, and other fund
expenditures increase by $10,305. The reduction to general revenues reflects in part the
following statewide adjustments: savings from lower than anticipated employee health benefit
claims experience, $340,581; savings from six uncompensated personal leave days for all state
employees, $552,983; and, statewide operating, contracts and grants reductions of 2.7 percent
from revised levels, $386,953.

The Governor’s revised FY 2008 budget includes a variety of reductions to enacted general
revenues. The most significant general revenue declines in the FY 2008 revised budget are
witnessed in two distinct aid programs; each is a recalculation of a formula-based entitlement
based upon updated data. The state contribution for teachers’ retirement increases $2.2 million
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from the enacted level, reflecting a newly revised growth rate in covered teacher payroll. Further,
revised local reimbursements under the Housing Aid program are recommended at $49.7 million,
or $3.2 million less than enacted.

General revenue support for the Davies School and the School for the Deaf decreases from the
enacted level by $523,849 and $236,799, respectively. Financing of the Administration of the
Comprehensive Education Strategy (ACES) was reduced by $743,740, owing primarily to the
withdrawal of personnel financing for vacant positions, tuition savings at the Perkins School for
the Blind, and the Elimination of the Rhode Island Middle Level Educators (RIMLE) grant.
Additionally, the Governor recommends a reduction of $140,148 for aid to Charter Schools,
reflecting mid-year adjustments for October enrollments. Also recommended is a zero-sum
redirection of $379,189 in financing for the Central Falls School District from general revenues to
the Permanent School Fund.

The Governor recommends $1.130 billion in expenditures from all funds for the Department of
Elementary and Secondary Education in FY 2009. Of this total, $930.5 million is from general
revenue, $191.0 million is from federal funds, $7.7 million is restricted receipts, and $1.2 million
is from other funds. This financing level represents an increase in general revenue expenditures of
$21.0 million, or 2.3 percent, from the enacted FY 2008 level, an increase of $12.6 million in
federal expenditures, an increase of $564,479 in restricted expenditures, and a decrease of $885 in
other fund expenditures. Personnel costs include no cost of living adjustment for state
employees, but do include a 9.9 percent trend growth in employee medical benefit costs and also
include funding for retiree health benefits on an actuarial basis beginning in FY 2009,
recognizing reduced health benefits for new retirees.

Despite the distressed fiscal climate of the State, the Governor’s steadfast commitment to Rhode
Island’s public education system is clearly exhibited in the FY 2009 Budget. Education aid
distributed to local school districts totals $691.7 million in general revenue funds for FY 2009,
including $45.1 million for Central Falls, a fully state-supported school district. The Governor’s
recommendation for all but six districts and Central Falls includes education aid equivalent to
each community’s final FY 2008 aid allocation. Other salient portions of the Governor’s
recommendation for total education aid in FY 2009 include the following:

e Direct Charter School Aid totaling $29.8 million, an increase of $2.8 million from the
enacted FY 2008 level. As in previous years, the Governor’s budget fully supports the
approximately 3,000 students attending eleven Charter Schools.

e Support of the State Schools (Davies Career and Technical School, Rhode Island School
for the Deaf, and the Metropolitan Career and Technical School) totaling $33.5 million,
an increase of $598,087 from the enacted FY 2008 level. Included within this
recommendation are savings due to the privatization of janitorial services at both the
Davies School and the School for the Deaf, and anticipated savings due to an increased
student/teacher special education ratio at the Met School.

e Financing for the Teachers’ Retirement program of $94.8 million, an increase of $16.7
million from the enacted FY 2008 level. This program reimburses 40 percent of
employer contributions made on behalf of teachers to the State Employees Retirement
System, with the remaining 60 percent financed by the applicable school district. This
increase reflects projected increases in the revised teacher payroll base of 4.25% and an
increase in the employer actuarial contribution rate from 22.01 to 25.03 percent. For FY
2009, the local share of this rate equals 14.86 percent, while the state share is 10.17
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percent. Note that retired teacher health subsidy costs are reflected in the Department of
Administration budget.

School Housing Aid in the amount of $57.0 million, an increase of $4.1 million from the
enacted FY 2008 level. This recommendation includes savings of $500,000 resulting
from the planned refunding of school construction bonds in the City of Central Falls.

An appropriation of $45.1 million in support of the operations of the Central Falls
School District, an increase of $1.3 million, or 3.0 percent, from the enacted FY 2008
level. Legislation mandating the investigation of the City of Central Falls’ ability to
contribute to the local school budget was included within the FY 2008 Revised
Appropriations Act.

The elimination of the grant to Hasbro Children’s Hospital for support of its educational
program, in the amount of $100,000.

The elimination of the School Breakfast reimbursement subsidy, in the amount of
$600,000. This program reimburses those school districts that participate in state
breakfast programs on a per-breakfast basis.

The phase-out of the state funded match for the Federal E-Rate program, to be
supplanted by an increase to the access line surcharge authorized under the Rhode Island
Telecommunications Education Access Fund (RITEAF), RIGL 39-1-61.

Redesign and realignment of the School Accountability for Learning and Teaching
(SALT) process, yielding savings of approximately $275,000.

In FY 2009, the Governor recommends $20.1 million in general revenue for the Department’s
administration program, the Administration of the Comprehensive Education Strategy (ACES), a
reduction of $2.3 million from the enacted level. This includes a reduction of $662,160, reflecting
funding at half of enacted levels for legislative grants. The remainder of the reduction, or $1.7
million, reflects a host of savings initiatives undertaken pursuant to the deliberations on
departmental priorities conducted by the Governor during the summer of 2007. For the ACES
program, these initiatives include, but are not limited to:

Elimination of a Deputy Commissioner position and a Public Information Officer
through attrition and the elimination of two Staff Assistants.

Reorganization of the Office of Human Resources and consolidation of the Offices of
Instruction and Assessment & Accountability.

Redirection of personnel financing for school construction oversight to a restricted
receipt account financed via a grant from the Rhode Island Health and Educational
Building Corporation (RIHEBC).

Redesign of the SALT survey, the Information Works! publication, and SALT visits.

Suspension of the design and implementation of statewide system(s) of student
transportation.
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e Elimination of financing for the Rhode Island Skills Commission, which provides a
system of technical assistance to schools administering the new Middle School and High
School Regulations.

For the entire Department, which includes the State Schools, the Governor recommends staffing
authorizations totaling 332.0 FTE positions in FY 2008 and 330.0 FTE in FY 2009.

Office of the Mental Health Advocate

The Governor recommends revised FY 2008 general revenue expenditures of $405,456, a
decrease of $18,797 from the enacted level. The reduction is primarily attributable to the
following statewide adjustments: savings from lower than anticipated employee health benefit
claims experience, $5,044; savings from six uncompensated personal leave days for all state
employees, $8,162; and, statewide operating, contracts and grants reductions of 2.7 percent from
revised levels, $349. A small amount of additional savings were also generated through a longer
than anticipated lag in the hiring of a new Staff Attorney. The supplemental recommendation
finances the operation of this office at the current service level.

The Governor recommends total FY 2009 general revenue expenditures of $431,171, reflecting
full funding for agency current services and an increase of $6,828 over enacted FY 2008 levels.
Personnel costs include no cost of living adjustment for state employees, but do include a 9.9
percent trend growth in employee medical benefit costs and also include funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. The Governor recommends the enacted staffing authorization of 3.7 FTE positions for
both FY 2008 and FY 20009.

Rhode Island Council on the Arts

The Governor’s revised FY 2008 budget for the Rhode Island Council on the Arts is $4.6 million,
including $2.7 million in general revenue, $671,643 in federal funds, and $1.2 million in
restricted receipts and other funds. The recommendation includes a decrease of $78,650 to
general revenue appropriations, reflecting current services adjustments, and the following
statewide adjustments: savings from lower than anticipated employee health benefit claims
experience, $8,435; savings from six uncompensated personal leave days for all state employees,
$13,727; and, statewide operating, contracts and grants reductions of 2.7 percent from revised
levels, $56,488. One time restricted receipts funds are estimated at $200,000 from proceeds of a
dedicated arts lottery ticket.

For FY 2009, the Governor recommends $3.3 million, including $2.1 million in general revenue,
$741,355 of federal funds, and $439,453 in other funds. The general revenue decrease of
$682,797 from the enacted FY 2008 budget includes a reduction of $620,720 reflecting funding at
half of enacted levels for legislative grants, and reduction of $58,153 from enacted levels for the
discretionary arts grants program, and also reflects adjustments required for salary and employee
benefits requirements. Personnel costs include no cost of living adjustment for state employees,
but do include a 9.9 percent trend growth in employee medical benefit costs and also include
funding for retiree health benefits on an actuarial basis beginning in FY 2009, recognizing
reduced health benefits for new retirees. A decrease in other funds from $3.0 million enacted in
FY 2008 to $439,453 in FY 2009 reflects exhaustion of one time resources for state capital
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projects for arts installations at airport, public safety and educational projects. The Governor
recommends the enacted level of 8.6 FTE positions in FY 2008 and FY 20009.

Rhode Island Atomic Energy Commission

The Governor’s revised FY 2008 budget for the Rhode Island Atomic Energy Commission is
$1.6 million including $798,827 in general revenue, $537,277 in federal funds, and $289,759 in
other funds. The recommendation includes a decrease of $21,042 to general revenue
appropriations, reflecting current services adjustments, and the following statewide adjustments:
savings from lower than anticipated employee health benefit claims experience, $5,295; savings
from six uncompensated personal leave days for all state employees, $14,893; and, statewide
operating, contracts and grants reductions of 2.7 percent from revised levels, $854. The governor
recommends amending law to permit an overhead fee on research at the reactor for the University
of Rhode Island radiation safety program, in addition to the current sponsored research, which
reduces the general revenue requirement in FY 2008 by $62,475 and in FY 2009 by $66,155.

For FY 2009, the Governor recommends $1.53 million, including $824,470 in general revenue,
$407,277 in federal funds, and $301,153 in other funds. The increase of $4,601 in general
revenue from FY 2008 enacted recognizes reduced trend growth in medical benefits saving
$3,204, and funding for retiree health benefits in FY 2009 on an actuarial basis recognizing
reduced benefits for new retirees saving $8,001, and increases of $15,806 for statewide benefits
and assessments. The Governor recommends 8.6 FTE positions in FY 2008 and 8.6 FTE
positions in FY 2009.

The Rhode Island Atomic Energy Commission (RIAEC) will continue to operate the state-of-the-
art reactor at the Rhode Island Nuclear Science Center (RINSC) for the purposes of research,
education and training, and environmental monitoring. Moreover, the staff of the RINSC will
continue to provide technical assistance to other state agencies, including the Rhode Island
Department of Health and the University of Rhode Island. The Governor’s budget will enable the
Commission to explore additional commercial uses for the RINSC, including new technology
involved in cancer research

Rhode Island Higher Education Assistance Authority

The Governor recommends a revised FY 2008 budget of $28.9 million, including $10.2 million in
general revenue, $12.4 million in federal grants, and $6.4 million in other funds. General revenue
decrease $799,892 from the enacted level, reflecting current services adjustments, and the
following statewide adjustments: savings from lower than anticipated employee health benefits
claims experience, $6,075; savings from six uncompensated personal leave days for all state
employees, $11,031; and, statewide operating, contracts, and grants reductions of 2.7 percent
from revised levels, $268,139. Personnel and operating reductions are $14,600. A reduction in
state needs based scholarships of $500,000 is the majority of the decrease.

For FY 2009, the Governor recommends $29.2 million, including $9.9 million in general revenue,
$12.6 million in federal funds, and $6.8 million in other funds. General revenues decrease
$1,105,775 from the FY 2008 enacted level. The Governor recommends 42.6 FTE positions in
FY 2008 and in FY 2009, a reduction of 3.4 vacant positions and a savings in general revenue of
$88,567. Reduced trend growth in medical benefits saves $2,890, and funding for retiree health
benefits in FY 2009 on an actuarial basis recognizing reduced benefits for new retirees saves
$5,560. Personnel current services and adjustments including assessed fringe benefits and capital
and operations are a net increase of $17,684. A reduction in state needs based scholarships of
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$1,026,442 is the majority of the decrease in general revenue support, with total scholarship aid
remaining level, reflecting increased scholarship grants from the Tuition Savings Program.

Rhode Island Historical Preservation and Heritage Commission

The Governor recommends total expenditures of $2.5 million for the revised FY 2008 budget for
the Rhode Island Historical Preservation and Heritage Commission. This consists of $1.5 million
in general revenue, $528,895 in federal funds and $491,993 in restricted receipt financing. The
recommendation reflects a reduction of $90,480, or 5.7 percent in general revenue appropriations
from the enacted level, reflecting current service adjustments, additional turnover due to the
vacant position of Historic Preservation Aide, and the following statewide adjustments: savings
from lower than anticipated employee health benefit claims experience, $16,539; savings from six
uncompensated personal leave days for all state employees, $19,734; and, statewide operating,
contracts and grants reductions of 2.7 percent from revised levels, $13,268. In the current fiscal
year, there are no significant changes from enacted levels in non-general revenue sources of
funds.

The Governor recommends total financing of $2.3 million for FY 2009, including $1.3 million in
general revenue appropriations, $479,640 in federal funds, and $494,649 in restricted receipts.
General revenue financing decreases by $228,967 or 14.5 percent from the FY 2008 enacted
level, reflecting a decrease of $191,688 for legislative grants that were financed at half of enacted
levels and the withdrawal of financing for the eliminated position of Historic Preservation Aide.
Personnel costs include no cost of living adjustment for state employees, but do include a 9.9
percent trend growth in employee medical benefit costs and also include funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. Federal funds and restricted receipts decrease by $49,438 and $1,645, respectively, from
enacted levels, due mainly to the realignment of allocable staff time to various funded projects
and the exhaustion of the Blackstone Valley “Footsteps in History” grant. Staffing authorizations
total 17.6 FTE in FY 2008 and 16.6 FTE in FY 2009, reflecting the elimination of the (vacated)
position of Historic Preservation Aide.

Rhode Island Public Telecommunications Authority

The Governor recommends total expenditures of $2.1 million for the revised FY 2008 budget of
the Public Telecommunications Authority. This consists of $734,035 in grant financing from the
Corporation for Public Broadcasting (CPB) and general revenue financing of $1.3 million. This
recommendation reflects a decrease of $47,458 in general revenue appropriations from the
enacted level. This reduction is attributable a decrease of $7,725 in insurance expense as well as
the following statewide adjustments: savings from lower than anticipated employee health benefit
claims experience, $16,842; savings from six uncompensated personal leave days for all state
employees, $21,444; and, statewide operating, contracts and grants reductions of 2.7 percent from
revised levels, $1,447. The expenditure ceiling authorized under the CPB grant decreases by
$65,261 from the enacted level, partly as a result of statewide adjustments to personnel for
medical trend savings and uncompensated personal leave days.

The Governor recommends total financing of $2.1 million for FY 2009, including $1.4 million in
general revenue appropriations and $767,060 from the Corporation for Public Broadcasting
(CPB) grant. Compared to FY 2008 enacted levels, this represents a $1,652 increase in general
revenue financing reflecting minor adjustments for current service expenditures, and a decrease
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of $32,596 in CPB support. Personnel costs include no cost of living adjustment for state
employees, but do include a 9.9 percent trend growth in employee medical benefit costs and also
include funding for retiree health benefits on an actuarial basis beginning in FY 2009,
recognizing reduced health benefits for new retirees. The Governor recommends staffing
authorizations remain level at 20.0 FTE positions in both FY 2008 and FY 2009.
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Summary

The quality of life in Rhode Island is enhanced through the administration of a public safety
system that provides law enforcement, adjudicates justice, protects life and property, and handles
emergencies impacting Rhode Island’s citizens. The seven agencies that expend 6.6 percent of
the total FY 2009 State Budget from all sources of funds to provide public safety services to the
state include: the Department of Corrections; the court system (Attorney General; the Judiciary;
and the Office of the Public Defender); the homeland security system (Military Staff, including
both the National Guard and the Emergency Management Agency); and public safety agencies
(Fire Safety Code Board of Appeal and Review and the Department of Public Safety, comprising
the State Police, Sheriffs & Capitol Police, E-911, State Fire Marshal; the Rhode Island Justice
Commission; and Municipal Police Training Academy). The FTE recommendation for the FY
2008 revised budget is 3,291.7. The FTE recommendation for FY 2009 decreases to 3,215.4.
Reductions due to privatizations and other actions are offset by the transfer of Sheriffs and
Capitol Police to the newly-formed Department of Public Safety.

Pursuant to action of the Legislature in Article 3 of the FY 2008 Budget Act, the Governor’s
recommended FY 2009 budget includes the combination of the Rhode Island State Police, E-911
Emergency, Fire Marshal, Security Services (former program of the Department of
Administration), and the Municipal Police Training Academy, in a new Department of Public
Safety. The FY 2008 supplemental appropriations act reflects the constituent agencies as
independent entities, consistent with enacted appropriations. The FY 2009 appropriations act
recognizes the combination of the agencies as programs within the new departments. However,
to achieve orderly and coherent comparisons of the history, enacted appropriations, and two
recommendation years, these documents display the agencies as a combined entity in FY 2008 as
well as FY 20009.

The largest share of funding within the Public Safety function is for the Department of
Corrections, representing 40.8 percent of the total. Because the Adult Correctional Institutions,
which include eight secure facilities, operate twenty-four hours per day, the department must
provide continuous supervision of an annual average inmate population of 3,925. Additionally,
the Community Corrections subprogram supervises 32,000 community-based offenders per year.
The second largest share is for the courts system, at 28.5 percent of the total. This includes 21.0
percent of expenditures for the Judiciary, supporting six courts statewide, and 7.5 percent for the
other agencies, Attorney General and Office of Public Defender. The next largest share is for the
Department of Public Safety, at 24.1 percent. This agency was formed pursuant to Article 3 of the
FY 2008 Budget Act, the combining the Rhode Island State Police, E-911 Emergency, State Fire
Marshall, Security Services (formerly a program of the Department of Administration), the Rhode
Island Justice Commission, and the Municipal Police Training Academy. The Military Staff
comprises 6.5 percent of Public Safety expenditures.

The Governor recommends a FY 2008 revised budget of $455.3 million from all funds, an
increase of $6.9 million. Revised expenditures of $378.5 million are recommended for general
revenue, $8.0 million, or 2.1 percent, less than enacted levels. Restricted receipt expenditures of
$10.4 million are $166,667 less than enacted. This is offset by a $13.9 million increase in federal
funds and a $1.1 million increase in other funds, primarily Rhode Island Capital Plan funds.
Categorically, this includes a $14.6 million decrease in personnel costs for salaries and benefits,
and contract services. The decrease reflects vacancy reduction initiatives undertaken as part of the
Governor’s Personnel Reform Initiative. Expenditure for grants and benefits increases by $16.8
million, primarily in the Military Staff for additional homeland security, disaster assistance and
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other federal grants in Emergency Management. Operating expenditures increase by $3.7 million, and
capital purchases and equipment expenditures increase by $1.0 million.

In FY 2009, the Governor recommends an all-funds budget of $451.3 million for public safety
programs. Of this amount, $377.5 million is from general revenue, $35.9 million is from federal
funds, $10.4 million is from restricted receipts, and $27.4 million is from other funds. The FY
2009 general revenue budget increases by $9.0 million from the FY 2008 enacted level. All funds
spending increases only by $2.8 million as compared to the enacted budget. There is an $18.0
million all-funds decrease in personnel expenditures, a $3.6 million increase in operating
expenditures, a $9.6 million increase for grants and benefits and a $7.7 million increase for
capital expenditures. Personnel decreases are due to privatization actions in the Department of
Corrections, FTE reductions in Corrections and other agencies, and proposed employee contract
changes in Corrections to reduce overtime spending. The Department of Corrections’ budget
includes an earned good time initiative program to reduce inmate population that will lead to
substantial savings in supervisory overtime and per capita operating costs. Operating increases
reflect in part move to a new state police headquarters and the move to newly completed
courthouses. Grant increases of $9.6 million reflect new State Police federal grants, as well as
continue Emergency Management homeland security grants. .

Funding for the Public Safety function is derived mainly from state sources. 83.6 percent is
general revenue and 6.1 percent is other funds (primarily Rhode Island Capital Plan funds for
construction, repair and rehabilitation projects for Corrections, Military Staff, Judiciary, and State
Police facilities). Federal funds comprise 8.0 percent of the total (Emergency Management
homeland security expenditures and National Guard Bureau funding; adult education, discharge
and reentry services, incarceration of undocumented aliens at Corrections; Child Support
Enforcement in the Judiciary program). Restricted receipts account for the remaining 2.3 percent.

How it is Financed

@ Restricted @  Other Funds
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By category of expenditures, state operations, including personnel (75.6 percent, $341.1 million)
and other operating costs (9.2 percent, $41.5 million), total $382.6 million, or 84.8 percent of
total expenditures, and are financed primarily from general revenues. Assistance, grants and
benefits are $41.6 million or 9.2 percent, and are funded from general revenue and federal funds.
Capital improvement projects, $27.1 million for 6.0 percent, include Rhode Island Capital Plan
and federal funds.

How it is Spent
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Attorney General

The Governor recommends revised FY 2008 appropriations totaling $23.3 million for the
Attorney General, including $20.6 million from general revenues, $1.4 million from federal
funds, $940,574 from restricted receipts, and $404,880 from Rhode Island Capital Plan funds.
This is a general revenue decrease of $708,876, or 3.3 percent, from total FY 2008 enacted levels.
The majority of this decrease is attributable to new legislation being that would require the
insurance companies to pay expert witness fees in advance rather than reimbursing the state at a later
date. This reduction also includes the following statewide adjustments: savings from lower than
anticipated employee health benefit claims experience, $217,551; savings from six uncompensated
personal leave days for all state employees, $387,865; and, statewide operating, contracts and grants
reductions of 2.7 percent from revised levels, $52,293. These reductions were offset by an addition
of $607,144 for salary and benefits in the Criminal program, which is related to the anticipated
turnover rate in the enacted budget not being achieved.

For FY 2009, the Governor recommends total expenditures of $23.7 million, which includes
$21.2 million from general revenues, $1.3 million from federal funds, $980,866 from restricted
receipts, and $275,000 from Rhode Island Capital Plan funds. This includes a general revenue
decrease of $123,266, or 0.6 percent, from the FY 2008 enacted budget. This reduction includes
a decrease in financing for insurance assessment costs, which is offset by increases in personnel
expenses associated with unachieved turnover from the FY 2008 enacted level. Adjustments are
included for salary and employee benefits requirements. Personnel costs consist of no cost of
living adjustment for state employees, but do include a 9.9 percent trend growth in employee
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medical benefit costs and also include funding for retiree health benefits on an actuarial basis
beginning in FY 2009, recognizing reduced health benefits for new retirees.

The Governor recommends 234.8 FTE positions in FY 2008 and 231.1 FTE positions in FY
2009. This program reduction of 3.7 FTE in FY 2009 consists of 1.7 FTE that had been
previously financed through federal funds and 2.0 FTE vacant positions.

Department of Corrections

The Governor’s revised FY 2008 budget for the Department of Corrections is $197.4 million.
This includes $185.0 million in general revenue, $3.6 million in federal funds, and $8.8 million in
other funds. The FY 2008 revised general revenue budget is $2.95 million less than the enacted
level of $187.95 million. In addition to current service adjustments, including additional turnover
to reflect existing vacancies, and additional general revenue for state/federal match requirements,
inmate payroll, and physician’s contracts, the Governor recommends the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience,
$2,111,836; savings from six uncompensated personal leave days for all state employees,
$2,264,690; and statewide operating, contracts and grants reductions of 2.7 percent from revised
levels, $787,205, a total reduction of $5.2 million. As for the offsetting $2.2 million increase, the
Governor recommends the following:

e Correctional Officer Training: The FY 2008 revised budget includes the following
adjustments: 1) A delay of the next scheduled recruitment class, for a reduction of
$679,012 in stipends, overtime, salary & benefits, and operating, 2) A $186,000 reduction
in the stipend payment of the current recruitment class, reflecting a reduced class size and a
per week rate reduction, and 3) Additional funds to begin recruitment of the next
correctional officer class.

e Electronic Medical Records System: The Governor recommends $450,000 to create a
complete electronic medical record for each inmate in order to increase the efficiency and
the efficacy of treatment in the facing of expanding (and aging) inmate population with
chronic medical conditions. These funds were originally appropriated in FY 2007.

e Earned Good Time Initiative Implementation: In order to implement legislation introduced
by the Governor that would increase good time rates for offenders sentenced to less than
ten years, or to offenders who participate in rehabilitation programs, the budget includes
funds for computer reprogramming, operating expenses, and 7.0 probation and parole
FTE’s. The total increase is $439,953.

e Inmate Population Increase: To fund expenditures incurred by the recent increase in
population projections from 3,289 to an estimated 3,925, an increase of 636 inmates, the
Governor recommends $4.8 million in funding for institutional overtime, reopened
modules, increased in-patient hospitalizations with round the clock one-on-one custody
requirements, and per diem operating expenses (linens, inmate clothing, program supplies,
janitorial supplies, food, pharmaceutical and medical supplies, and medical contract
services).
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e Pastore Power Outage: The Governor recommends an additional $450,905 for generator
rentals, fuel, equipment repair, contract services, and overtime expenditures resulting from
the loss of power at the Pastore Complex in July 2007.

e Retroactive Payments: The Governor recommends an additional $340,765 in the base wage
estimate of unnegotiated COLA/Medical Co-Pay adjustments for anticipated but unsettled
RIBCO contracts. These retroactive payments include $1.5 million for FY 2005, $5.2
million for FY 2006 and $9.5 million for FY 2007 (the latter increases from $9.2 million in
the enacted budget).

e Reintegration Center Delay: The Governor recommends postponement of the opening of
the soon-to-be-completed facility from July 2008 to July 2009, for a reduction of $359,508
in personnel costs for four positions. The Center is a renovated building at the Pastore
Center that will house up to 175 high-risk offenders who are within six months of release
and who will receive intense reintegration assistance and programming.

For the FY 2009 budget, the Governor recommends $184.1 million in total expenditures for the
Department of Corrections. This consists of $178.2 million in general revenue, $2.6 million in
federal funds, and $3.3 million in other funds. The FY 2009 recommended general revenue
budget decreases by 5.2 percent, or $9.8 million, from the FY 2008 enacted level. The budget
includes turnover adjustments, filling of critical vacancies (including correctional officers from
the newly graduate training class), revised contract provisions for physicians, estimated funding
for FY 2007 COLA/co-pay base adjustments, and statewide benefit changes. The latter also
includes a total of $2.1 million in adjustments required for a 9.9 percent trend growth in employee
medical benefit costs, as well as funding for retiree health benefits on an actuarial basis beginning
in FY 2009, recognizing reduced health benefits for new retirees. For the remaining $7.7 million
decrease, the Governor recommends the following:

e Inmate Population: The FY 2009 budget is built on a base inmate population projection
of 4,152, as adjusted in FY 2008 by 93 inmates to 4,059. When adjusted for the reduction
of 211 inmates resulting from the earned good time initiative discussed below, the revised
population estimate is 3,848.

e Correctional Officer Training: The Governor recommends funds to conduct two classes
in FY 2009, with graduation in December 2008 and May 2009 of 64 new correctional
officers each.

e Information Technology Contract Services: The Governor recommends a reduction of
$668,360 in contract services, reflecting the transfer of programming functions to state
employees in the Department of Administration.

e Earned Good Time Initiative: After consultations with interested parties in all three
branches of government-executive, legislative, and judicial-the Governor has included in
the FY 2009 budget a net reduction of $1.0 million, reflecting an Earned Good Time
initiative that would reduce sentenced days of offenders who maintain good behavior and/or
complete rehabilitation programs. Offsetting per capita operating and staff reductions of $2.2
million would be and additional $996,638 in Community Corrections for 7.0 new probation
officers and staff to ensure proper supervision of released inmates.
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e Employee Contract Changes: The FY 2009 budget includes reductions totaling $3.6 million
that would result from proposals submitted by the State to a three-person arbitration panel,
for which a decision is expected in early 2008. The proposed changes to the current RIBCO
contract would be as follows (all are savings in overtime): modified payment on sick time,
elimination of double time overtime payments: elimination of 1-9 recreation shift at Medium
Moran and the Intake Service Center, and allowance of inter-facility transfers.

e Litter Crews: The Governor’s FY 2009 budget includes the transfer of financing for litter
crews to the Department of Transportation. Currently under a memorandum of
understanding (MOU), the Department provides five work crews for litter control. The
Department proposes using DOT funds for these purposes. General revenue savings of
$486,000 would be achieved in DOC overtime expenditures.

« Dental Services Privatization: The Governor recommends the issuance of a statewide master
contract for dental services. Savings from the reduction of 4.0 state employees of $542,498
would be offset by an estimated contract addition of $300,000 for such services, as well as
$100,249 for severance costs (unemployment compensation and medical benefits), for a net
savings of $142,249 in FY 20009.

e Inmate Counseling/Case Management Privatization: The Governor’s FY 2009 budget
reflects the privatization of the inmate counseling and case management function. Currently
this unit is responsible for the initial classification of inmates (gathering information to
assess the risk factors involved in facility assignment), counseling inmates during periodic
reclassifications and discipline board actions, counseling concerning good time and other
information, and providing evaluations to the Parole Board. The focus of departmental
efforts would shift to initial re-entry services by stressing case management and
programming suited to individual inmates, to be performed by several community-based
agencies with specialized expertise in providing services, as well as providing a link in the
community once the inmate is released. Savings resulting from a staff reduction of 33.0
FTE’s, $2,708,081, would be offset by the provision of contract services for counseling and
case management services of $2,256,734, for a net savings of $451,247. One-time severance
costs (unemployment compensation and medical benefits) of $551,370 are also included.

e Central Distribution Center Privatization: The Governor proposes to privatize the Central
Distribution Center (CDC). Currently the CDC is responsible for purchasing food staples,
janitorial items, and other items for warehousing, and delivery to state agencies. Because of
increasing salary and benefit costs, the surcharge charged to other state agencies has
increased. Sales have also decreased as agencies seek more economical means of obtaining
supplies. The proposal involves a reduction of 14.0 FTEs in the Internal Service Fund
program, as well as a reduction in merchandise purchasing and warehousing expenditures, a
total of $6,266,350, including severance costs. The FY 2009 budget includes a $409,258
general revenue operating savings by reducing the surcharge on food items from 25 percent
to 10 percent, a 15 percent savings.

e FTE Reduction: The FY 2009 budget includes the elimination of 6.0 filled FTEs, 2.0 each in
Central Management, Institutional Corrections, and Community Corrections. Total savings
are $532,950.

Federal funds of $2.6 million in FY 2009 will finance core personnel through the State Criminal
Alien Assistance program ($1.2 million), as well as adult inmate education, AIDS counseling and
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reentry services. In order to provide necessary repairs and renovations to the Department’s aging
facilities, the FY 2009 budget includes $3.3 million in Rhode Island Capital Plan funds. Project
funding is recommended in FY 2009, including $2.5 million for various asset protection projects
and $100,000 to study various aspects of a new Women’s Correctional Facility.

The Governor recommends 1,515.0 FTE positions in FY 2008, an increase of 7.0 FTE’s in
probation & parole from the enacted FY 2008 level of 1,508.0. The Governor recommends
1,464.0 in FY 2009, a reduction of 51.0 due to privatization reductions.

Judiciary

The Governor’s revised FY 2008 budget for the Judiciary is $95.6 million, including $82.8
million in general revenue, $2.6 million in federal funds, $8.7 million in restricted receipts and
$1.5 million in other funds. The recommendation includes a reappropriation of $1.1 million in
carry forward balances from FY 2007, which is programmed for building repairs and
maintenance.  The recommendation is a decrease of $2.2 million to general revenue
appropriations, including the following statewide adjustments: savings from lower than
anticipated employee health benefit claims experience, $793,713; savings from six
uncompensated personal leave days for all state employees, $1.3 million; and, statewide
operating, contracts and grants reductions of 2.7 percent from revised levels, $311,405. The
remaining $214,677 increase is comprised of the following:

e $319,950 more than enacted for pensions of retired judges based on the current retiree
pension payroll;

e $191,528 less for judicial technology projects due to the availability of Certificates of
Participation funding;

e $146,013 more for department-wide telephone and communications upgrades;

e $35,239 less for property and casualty insurance expenses based on revised estimates from
the state’s risk manager;

e $1.2 million more for facilities and operations expenses at the courthouses of which $1.1
million is from the reappropriation mentioned above;

e $484,248 less for operating expenses and capital equipment in Supreme Court, which
includes reductions of $87,163 for dues and subscriptions, $17,000 for postage, $144,227
for office supplies, $51,520 for property rentals, and $52,789 for lease payments;

e $178,050 less for jury operations in Superior Court, primarily for salaries and benefits;

e $150,200 less for personnel in Superior Court due to turnover savings;

e $322,461 more for personnel in Family Court due to a change in budgeting for Child
Support Enforcement in response to federal audit findings;

e $502,218 less for personnel in District Court due to turnover savings; and

e $89,973 less for contract services and operating expenses in the Traffic Tribunal.

For FY 2009, the Governor recommends $95.0 million, including $82.6 million in general
revenue, $1.9 million in federal funds, $8.7 million for restricted receipts, and $1.7 million from
other funds. The general revenue decrease of $2.3 million from the FY 2008 enacted budget
includes a reduction of $353,250 reflecting funding at half of enacted levels for legislative grants,
and also reflects adjustments required for salary and employee benefits requirements. Personnel
costs include no cost of living adjustment for state employees, but do include a 9.9 percent trend
growth in employee medical benefit costs and also include funding for retiree health benefits on
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an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new retirees.
Other major general revenue changes include:

e $47,746 more for judicial pensions,

e $265,790 more for facilities and operations expense at the courthouses;

e $72,886 less for operating expenses in Supreme Court;

e $280,199 less for the Adult Drug Court, which is recommended for elimination in FY
2009 due to a loss of federal financing;

e $178,050 less for jury operations in Superior Court, primarily for salaries and benefits;
and

e $577,108 less for other salaries and benefits due to the inclusion of turnover savings of
4.75 percent in all Courts.

The Governor recommends 732.3 FTE positions in FY 2008 and 729.3 positions in FY 2009.
Military Staff

The Governor’s revised FY 2008 budget for the Military Staff is $36.5 million, including $2.5
million general revenues, $20.96 million in federal funds, $2.8 million in other funds, and
$301,504 of restricted receipts. The FY 2008 revised general revenue budget is $65,869 less than
the enacted budget. There are increases of $10.4 million in federal funds and a decrease of
$106,000 in restricted receipts. Rhode Island Capital Plan funds increase by $1.4 million. The
recommendation includes the following statewide adjustments: savings from lower than
anticipated employee health benefit claims experience $21,408; savings from six uncompensated
personal leave days for all state employees, $28,840; and statewide operating, contracts and
grants reductions of 2.7 percent from revised levels, $15,621. In addition to salary and benefit
adjustments to reflect current services, the Governor recommends the following:

e $52,051 in salary costs related to the state activation of National Guard personnel for the
Tall Ships Festival.

e Position reductions of 3.0 vacancies funded by both general revenue and federal funds in
the National Guard, and 3.0 federal/restricted funded positions in the Emergency
Management Agency.

e Additional federal grant funding for Emergency Management programs, including $1.4
million in disaster assistance grants to municipalities, $1.7 million in new urban areas
security grants, and $4.1 million in new state homeland security grants. The Governor
recommends in FY 2008 total spending of $14.4 million for various homeland security-
related activities: state and municipal first responder equipment; equipment for local
emergency response teams; interoperable communications; the Urban Search and Rescue
program; municipal planning, exercises, and training; state homeland security equipment,
training, exercise and planning activities; law enforcement terrorism prevention; and
Citizens Corps and volunteer training programs.

e $2.5 million in federal funds to purchase equipment to establish an interoperable
communication system between state and local first responders.

For FY 2009 budget, the Governor recommends $29.5 million for Military Staff programs,
including $3.7 million from general revenue, $24.0 million from federal funds, $315,321 from
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restricted receipts, and $1.4 million from R.l. Capital Plan funds. Compared to the enacted FY
2008 budget, general revenue expenditures increase by $1.2 million, federal funds increase by
$3.4 million, Rhode Island Capital Plan funds decrease by $21,000, and restricted funds decrease
by $92,000.

The FY 2009 recommended budget reflects adjustments required for salary and employee benefit
costs. Personnel costs include no cost of living adjustment for state employees, but do include a
9.9 percent trend growth in employee medical benefit costs, as well as funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. In addition to various adjustments for payroll projections and operating reductions, the
Governor recommends the following:

e In addition to the 6.0 vacancy reductions in FY 2008, position reductions of 3.0 filled
FTE’s in the National Guard program funded by both general revenue and federal funds.

e Position reduction 1.0 FTE funded by general revenue and federal funds reflecting the
centralization of the Accounts Payable function in the Department of Administration.

e Continued federal funding in the Emergency Management program for interoperable
communications ($2.5 million), and homeland security activities ($8.4 million)

e $1.3 million in general revenue funding for the operation of the Rhode Island Statewide
Communications Network (RISCON), a radio communications system designed to
provide interoperable communications between cities and towns and the state. Funds for
hardware maintenance and positions to operate the system have been transferred from the
Department of Public Safety-State Police to the Emergency Management program to
work with federal Department of Homeland Security funding for interoperable
communications, for which $2.5 million is budgeted in both FY 2008 and FY 2009.

The Governor recommends 104.0 FTE positions in FY 2008 (a reduction of 6.0 from the enacted
ceiling of 110.0 FTE) and 103.0 FTE positions in FY 2009, a reduction of 10.0 from the enacted
ceiling offset by the addition of 3.0 FTE’s in Emergency Management to operate the RISCON
system.

Department of Public Safety

Pursuant to action of the Legislature in Article 3 of the FY 2008 Budget Act, the Governor’s
recommended FY 2009 budget includes the combination of the Rhode Island State Police, E-911
Emergency, Fire Marshal, Security Services (former program of the Department of
Administration), and the Municipal Police Training Academy, in a new Department of Public
Safety.

The FY 2008 supplemental appropriations act reflects the constituent agencies as independent
entities, consistent with enacted appropriations. The FY 2009 appropriations act recognizes the
combination of the agencies as programs within the new departments. However, to achieve
orderly and coherent comparisons of the history, enacted appropriations, and two
recommendation years, these documents display the agencies as a combined entity in FY 2008 as
well as FY 2009.
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In FY 2009 the responsibilities of the Justice Commission will be transferred to the Central
Management program in the Department of Public Safety. 4.0 FTE’s will be added to this
program to handle these responsibilities.

The Governor recommends $109.6 million in expenditures for the Department of Public Safety in
FY 2009, which includes $82.0 million in general revenues, $5.8 million in federal funds, $21.3
million in other funds, and $434,000 of restricted receipts. This recommendation represents an
increase of $2.0 million, or 2.5 percent, in general revenue expenditures from the FY 2008
enacted level. Other funds expenditures increase by $12.6 million, or 143.6 percent, a significant
part of this increase is the result of moving a portion of the financing for the State Police
Headquarters from FY 2008 to FY 2009. Restricted receipts decrease by $1.2 million, or 73.5
percent, from the enacted level and federal funds increased by $710,721, or 5.6 percent. The FY
2008 enacted budget reference baseline is the combination of the FY 2008 enacted budget of the
agencies described above.

E-911 FEmergency Telephone System. The Governor recommends revised FY 2008
appropriations totaling $6.3 million for the E-911 Emergency Telephone System, including
$4.9 million from general revenues, $500,000 from federal funds, and $874,715 from restricted
receipts. The general revenue appropriation in the revised FY 2008 budget is $146,258 higher
than the enacted budget of $4.7 million, reflecting agency specific changes that net to an
increase of $303,926 and statewide reductions of $157,668. The agency specific changes
include increases of $269,798 for software maintenance agreements, $122,687 for telephone
service provider charges; $62,881 for geographic information system (GIS) database
development “rear load” charge; and $5,000 for emergency equipment repairs. These increases
are partially offset by decreases of: $153,640 for payroll turnover savings and $2,800 for
operating. The statewide adjustments consist of: savings from lower than anticipated employee
health benefit claims experience, $59,725; savings from six uncompensated personal leave days
for all state employees, $68,617; and, statewide operating, contracts and grants reduction of 2.7
percent from revised levels, $29,326.

For FY 2008, the Governor recommends an authorized FTE level of 53.5 positions. Beginning in
FY 2009, the agency is a program within the Department of Public Safety. All appropriations for
E-911 Emergency Telephone System are therefore included in the Department of Public Safety.

State Fire Marshal. The Governor recommends revised FY 2008 funding for the State Fire
Marshal of $2.7 million, including $2.4 million in general revenue and $363,477 in federal funds.
The revised FY 2008 budget reflects a decrease of $316,587 from enacted general revenue
appropriations and an increase of $135,505 in federal funding. Major adjustments to general
revenue appropriations in FY 2008 include a decrease of $229,217 for vacant position turnover
savings and a decrease of $52,086 for operating expenses, many of which were redirected to the
Department of Administration following the Marshal’s relocation to the Cranston Street Armory.
Also reflected in the Governor’s revised FY 2008 recommendation are the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience,
$21,971; savings from six uncompensated personal leave days for all state employees, $39,994;
and, statewide operating, contracts and grants reductions of 2.7 percent from revised levels,
$7,990. In addition, financing of $23,600 for completion of a quarry blasting study begun in FY
2007 is enfolded into the FY 2008 revised recommendation for the State Fire Marshal. Staffing
authorizations are unchanged at 35.0 FTE in FY 2008. Beginning in FY 2009, the agency is a
program within the Department of Public Safety. All appropriations for the State Fire Marshal
are therefore included in the Department of Public Safety.
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Security Services. Security Services, comprising the Capitol Police and Sheriffs forces, is
appropriated within the Department of Public Safety in FY 2008 enacted and supplemental
appropriations. The Governor recommends a revised FY 2008 budget of $19.7 million, all general
revenues. The general revenue recommendation of $19.7 million is $264,678, or 1.3 percent, less
than the FY 2008 enacted level of $2.0 million. This includes an additional $394,507 for
unachieved turnover savings and $651,551 for statewide reductions. The statewide reductions
include $362,314 for uncompensated leave days, $266,692 for savings in employee medical
benefits, and $22,545 for statewide operating, contracts and grants reductions of 2.7 percent. There
was also a reduction in contract services of $7,634.

The Governor recommends total expenditures of $19.2 million general revenues in FY 2009,
$700,238, or 3.5 percent, less than the FY 2008 enacted budget, attributable to statewide personnel
adjustments and a program reduction of 11 positions.

The Governor recommends 234.0 FTE positions in FY 2008. With the program reduction of 11
FTE the Governor recommends 223.0 FTE positions in FY 2009. In FY 2009 the Security Services
program will be a program within the Department of Public Safety.

Municipal Police Training Academy. The Governor recommends a revised FY 2008 budget of
$494,214, including $427,814 of general revenue and $66,400 of federal funds. The general
revenue recommendation is $1,438 less than the FY 2008 enacted level. This includes an additional
$15,632 for unachieved turnover savings and $13,456 for statewide reductions. The statewide
reductions include $7,689 for uncompensated leave days, $4,706 for savings in employee medical
benefits, and $1,061 for statewide operating, contracts and grants reductions of 2.7 percent. There
was also a reduction in contract services of $3,614. Federal funds are $66,400, or 32.8 percent,
higher than the enacted amount of $50,000, adjusting for carry-over balances and annual awards
through the Rhode Island Justice Commission for Hate Crimes Training and the Byrne Grant for In-
Service Training.

The Governor recommends total expenditures of $497,195 for the Academy in FY 2009, consisting
of $431,195 in general revenue and $66,000 in federal funds, to maintain the recruit and in-service
training programs for approximately 1,200 officers each year. The FY 2009 general revenue
recommendation is $1,943 percent greater than the FY 2008 enacted budget, attributable to
statewide personnel adjustments offset by adjustments for current service training and operating
requirements. In FY 2009 the federal funds allotment, contributes financing for in-service, hate
crime and homeland security courses, increases 33.0 percent or $16,000 from the FY 2008 enacted
budget. The Governor recommends 4.0 FTE positions in both FY 2008 and FY 2009. In FY 2009
the Municipal Police Training Academy will be a program within the Department of Public Safety.

State Police: The Governor recommends $58.8 million in expenditures for the State Police in the
FY 2008 revised budget, including $50.7 million in general revenues, $2.4 million in federal
funds, $5.3 million in other funds, and $461,447 in restricted receipts. This recommendation
represents a decrease of $1.4 million in general revenue expenditures from FY 2008 enacted
level. This includes a reduction of $483,919 for turnover savings and $861,481 for statewide
reductions. The statewide reductions include $455,697 for uncompensated leave days, $334,375
for savings in employee medical benefits, and $71,049 for statewide operating, contracts and
grants reductions of 2.7 percent. There was also a reduction in operating of $24,064. Other funds
expenditures decrease by $2.9 million, and reflects shifting a portion of the funding from FY
2008 to FY 2009. Restricted receipts increase by $149,347 or 47.9 % from the enacted level and
federal funds increased by $1.3 million or 116.8%, which is mostly from two additional grants
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(2007 Intelligence/Information Sharing $578,500, and USAI Cyber Terrorism Task Force
$234,500).

The Governor recommends $76.6 million in expenditures from all funds for the State Police for
FY 2009, including $54.2 million in general revenues, $1.4 million in federal funds, $20.7 million
in other funds, and $301,000 of restricted receipts. This represents an increase in all funds of
$14.9 million from the FY 2008 enacted budget. This significant increase is primarily in other
funds and is the result of starting the new police headquarters. The increase includes; increased
general revenue expenditures of $2.1 million, increased federal expenditures of $309,783, and
decreased restricted receipts of $11,000. There was an increase in other funds of $12.5 million, to
finance RICAP projects in FY 2009.

The Governor recommends 268.0 FTE positions in FY 2008, and 266.0 FTE positions in FY
2009. Two new Intelligence Analysts were added in FY 2008, and two positions were part of a
program reduction in FY 2009. In FY 2009 the Rhode Island State Police will be part of the
Department of Public Safety.

Rhode Island Justice Commission. The Governor recommends total revised expenditures of $4.7
million for FY 2008, including $231,853 in general revenue and $4.5 million in federal funds. This
revised funding level is $399,209 less than the FY 2008 authorized budget and consists of $71,038
more general revenue, $358,171 more federal funds, and $30,000 less restricted receipts. The
increase in general revenue from FY 2008 enacted appropriations level includes general revenue
offset for reduced federal administrative and planning funds of $79,271 and statewide cost savings
of $8,232, which consist of six uncompensated personal leave days equal to $4,714 and lower than
anticipated employee health benefit claim experience of $3,518. The reduction in restricted receipts
expenditures, compared to FY 2008 enacted levels, reflects a shift to the newly created Department
of Public Safety’s Central Management program. Major changes to FY 2008 enacted federal funds
expenditures include the following:

e $169,150 in net balance forwarded funding from FY 2007 for juvenile justice and
delinquency activities and programs

* $56,892 for balance forwarded funding from FY 2007 for activities and programs related
to crime victims

e $76,014 for balance forwarded funding from FY 2007 related to local law enforcement,
including narcotics control, interdiction and prosecution

e $42,568 for balance forwarded funding from FY 2007 for program and activities related to
crimes against women

The Governor’s revised FY 2008 FTE recommendation is the FY 2008 enacted ceiling of 7.6 full
time equivalent positions.

For FY 2009, the Governor recommends the integration, consolidation and merger of the agency
into the newly proposed Department of Public Safety in compliance with Article 3 of the FY
2008 Budget Act. For the purpose of maintaining comparability across programs and at the
agency level, historical expenditures have been reflected within the Central Management program
of the Department of Public Safety.

Fire Safety Code Board of Appeal and Review. For FY 2008 revised, the Governor recommends

revised general revenue appropriations of $289,830, a decrease of $13,605 from the FY 2008
enacted level. The change reflects reductions for personnel and operating funding commensurate
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with current service levels. Also included are savings related to the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience,
$3,620; savings from six uncompensated personal leave days for all state employees, $5,561; and,
statewide operating, contracts and grants reductions of 2.7 percent from revised levels, $352.

The Governor recommends general revenues of $306,552 for FY 2009, an increase of 1.1 percent
from the FYY 2008 enacted budget. This general revenue increase of $3,117 finances the Board at
its current service level, while recognizing savings in several operating categories based on
anticipated expenditure patterns. Personnel costs include no cost of living adjustment for state
employees, but do include a 9.9 percent trend growth in employee medical benefit costs and also
include funding for retiree health benefits on an actuarial basis beginning in FY 20009,
recognizing reduced health benefits for new retirees. Staffing authorizations remain unchanged at
3.0 FTE positions in FY 2008 and FY 2009.

Office of the Public Defender. The Governor’ revised FY 2008 budget for the Office of the
Public Defender is $9.4 million, including $9.0 million in general revenue and $358,916 in
federal funds. The general revenue recommendation is $308,995 less than the FY 2008 enacted
level. The recommendation includes the following statewide adjustments: savings from lower
than anticipated employee health benefit claims experience $103,725; savings from six
uncompensated personal leave days for all state employees, $163,580; and statewide operating,
contracts and grants reductions of 2.7 percent from revised levels, $11,029. The budget reduces
payroll by $35,147 due to a combination of current service adjustments for benefits and an
additional vacancy allowance. The budget includes current service adjustments for operating
expenditures, increasing the budget for office-related expenses and decrease property-related
costs. The budget also includes a net increase in contract services for one time information
technology services.

The Governor recommends total expenditures of $9.7 million in FY 2009, including $9.5 million in
general revenue and $248,470 in federal funds. The FY 2009 general revenue recommendation is
$143,308 greater than the FY 2008 enacted budget, while federal funds decrease by $173,363. The
budget reflects adjustments to current services required for salary and employee benefits
requirements and salaries, as well as a reduction in the value of expected vacancies. Personnel costs
include no cost of living adjustment for state employees, but do include a 9.9 percent trend growth
in employee medical benefit costs, as well as funding for retiree health benefits on an actuarial basis
beginning in FY 2009, recognizing reduced health benefits for new retirees. The Federal
appropriations also reflect the loss of Byrne funds for the Adult Drug Court. The FY 2008 and FY
2009 recommendations are for 93.5 FTE, the same as the FY 2008 enacted level.

83






Natural Resources

Summary

The Natural Resources function includes the Department of Environmental Management, the
State Water Resources Board and the Coastal Resources Management Council. In FY 2009, the
Governor recommends the merger of these three separate entities, resulting in one agency
comprising the entire function. The Governor recommends total full-time equivalent positions of
518.0 FTE in FY 2008 and 501.0 in FY 2009 for the natural resource function. Up to 350
temporary positions may also be utilized for seasonal support at state parks and beaches. Certain
debt service for general obligation bonds issued to finance capital projects of the Narragansett
Bay Commission and the Rhode Island Clean Water Finance Agency are appropriated in the
Department of Administration, though the agencies themselves are not part of the state budget.

The Department of Environmental Management manages and protects Rhode Island's public and
common natural assets, including land, air and water resources. It manages state-owned lands,
including state parks and beaches, forests, port facilities, and fish and wildlife management areas.
The department administers a capital management program financed by general obligation bonds,
Rhode Island Capital Plan funds, federal funds, restricted receipts and third-party sources (for
land acquisition). Capital program activities include: acquisition and development of recreational,
open space and agricultural lands; municipal and non-profit grant programs for land acquisition
and development; improvements to state-owned ports and recreation facilities; Superfund federal
mandates; construction of new state environmental facilities; municipal wastewater facility
construction grant programs; and, grants to non-governmental entities for specified water quality
improvement projects. The department also monitors the use and quality of state groundwater;
regulates discharges and uses of surface fresh and salt water; enforces game, fishing and boating
regulations; coordinates a statewide forest fire protection plan; regulates air quality; and monitors
the disposal of solid and hazardous wastes.

The Coastal Resource Management Council seeks to preserve, protect and restore the coastal
resources of the state. The council is administered by sixteen appointed representatives from the
public and from state and local government, and is staffed with professional engineers, biologists,
environmental scientists and marine resource specialists. The council issues permits regarding
proposed changes in coastal facilities within an area from three miles offshore to two hundred
feet inland from coastal features, including all freshwater wetlands within the coastal zone. The
council formulates, amends, and enforces violations of the Rhode Island Coastal Resources
Management Plan and Special Area Management plans. The council: develops guidelines and
advises communities on harbor management plans; develops a Submerged Lands Management
licensing program for public trust areas; designates public rights-of-way to the shore; and serves
as the aquaculture coordinator for permitting and planning actions. The council is the lead
agency for all dredging and implements an extensive habitat restoration effort. It also conducts
public outreach and public communication campaigns on its programs and activities, and
coordinates its programs with other government agencies. The agency will be merged with the
Department of Environmental Management in FY 2009, with the core functions of the agency
and the Council remaining intact.

The State Water Resources Board is a water supply planning and development agency
responsible for promoting the protection of developed and undeveloped drinking water supplies
for the thirty-nine municipal water supply systems located in the state. The board regulates water
supply distribution lines connecting water supply systems and is creating a computerized database
for drought alert communication. The board also manages the Big River Management Area, a
water supply reservation. The board is composed of thirteen appointed representatives from the
public and from state and local government. The agency will be merged with the Department of

85



Natural Resources

Environmental Management in FY 2009, with the core functions of the agency and the Board
remaining intact.

The FY 2008 revised recommendation from all funds for natural resource agencies is $94.8
million, or $2.4 million above enacted appropriations of $92.3 million. General revenues
decrease by $2.4 million, or 6.0 percent to a total allotment of $37.8 million. Federal funds
increase by $2.8 million, or 9.4 percent, to $32.6 million, attributable to carryover and new
awards. Restricted receipts decrease by $1.5 million to $16.9 million, a decrease of 8.2 percent
from the enacted. Other funds increase by $3.5 million to $7.5 million, an increase of 88.7
percent over the enacted level.

The Governor recommends total expenditures of $95.2 million for the natural resource function in
FY 2009, an increase of $2.9 million, or 3.1 percent from the FY 2008 enacted level. Fiscal year
2009 financing consists of $38.3 million in general revenue, $34.8 million in federal grants, $16.7
million in restricted receipts, and $5.3 million in other funds.

How it is Financed

= Rest.ricted B Other Funds
Receipts 6.1%

2.3%

O Federal Funds

8.0%
H  General Revenue
83.6%
®  General Revenue B Federal Funds - Restricted Receipts @  Other Funds
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How it is Spent
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Of the $95.2 million recommended for natural resources for FY 2009, personnel is budgeted at
$58.1 million; or 61.1 percent; operating at $9.7 million, or 10.2 percent; capital improvements at
$17.0 million, or 17.9 percent; and assistance, grants, and benefits at $10.3 million, or 10.8
percent.

Environmental Management

The Governor’s revised FY 2008 budget for the Department of Environmental Management is
$86.9 million, including $34.2 million in general revenue, $30.8 million in federal funds, $16.1
million in restricted receipts and $5.8 million in other funds. The recommendation includes a
decrease of $2.2 million to general revenue appropriations, reflecting the following statewide
adjustments: savings from lower than anticipated employee health benefit claims experience,
$357,058; savings from six uncompensated personal leave days for all state employees, $476,803;
and, statewide operating, contracts and grants reductions of 2.7 percent from revised levels,
$121,534. Additional general revenue changes result in a savings of $1.2 million as compared to
the enacted budget and include:

e $2,212,532 less for the Rose Hill Landfill, of which $1,275,000 is shifted to Rhode Island
Capital Plan funds and $937,532 is savings achieved through project management;

e $449,297 less resulting from offsets to restricted receipt accounts, including $299,297 to
the indirect cost recovery restricted account and $150,000 to the Bays, Rivers, and
Watershed restricted account;

e $283,822 less due to turnover savings from layoffs achieved through program reductions;
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e $600,000 more due to unachieved offsets related to the $1 per ton commercial solid waste
disposal surcharge that has not materialized from the Resource Recovery Corporation;

e $315,908 more for the salaries and benefits of 3.0 Information Technology positions that
are transferred from the Department of Administration;

e $657,378 more for salaries and benefits, including $37,905 more for other personnel in
the Office of the Director, $60,703 less for the Bureau of Natural Resources, and
$680,176 more for personnel in the Bureau of Environmental Protection;

e $198,000 more for legal services related to the Tiverton soil contamination lawsuit;
e $31,125 more for utilities and rent at the Promenade Street headquarters;

e $50,813 more for overtime in the Bureau of Natural Resources, primarily in the
Enforcement Division; and

e $70,553 more for payments to beach host communities.

The Governor’s recommendation for federal funds totals $30.8 million in FY 2008, which is $2.6
million more than enacted. A decrease of $133,858 in the Office of the Director is primarily
attributable to a reduction in financing for the Blackstone Valley Watershed project. In the
Bureau of Natural Resources, the Governor’s recommendation is $750,541 more than enacted.
Major changes include a reduction of $2.1 million in the Division of Agriculture, primarily for
the Specialty Crops Block grant; $454,061 more in the Enforcement Division; $1.3 million more
in the Division of Fish and Wildlife including $866,731 more for the Comprehensive Wildlife
Management Plan grant and $400,000 more for Boating Infrastructure; and $975,666 more for the
Division of Forestry. Federal funds in the Bureau of Environmental Protection increase $2.0
million, $1.8 million of which is for the Office of Waste Management. This increase includes
$767,098 more for the Leaking Underground Storage Tanks program and $871,726 more for the
Rosehill Landfill Superfunds Site.

For restricted receipts, the Governor recommends expenditures totaling $16.1 million, a decrease
of $873,569 as compared to the enacted level. This includes reductions of $577,977 in the
Bureau of Environmental Protection as a result of the unachieved $1 per ton surcharge discussed
above and $299,322 in the Bureau of Natural Resources of which $104,946 is due to the Shellfish
and Marine License receipt account and $102,116 is in the Boating Registrations Account.

The Governor recommends expenditures of $5.8 million from other funds, an increase of $1.9
million over the enacted budget. Changes to the enacted budget include $1.3 more for the Rosehill
Landfill Superfund Site, which was previously financed with general revenues and $713,894 due to
carry forward of unexpended Rhode Island Capital funds from FY 2007.

The Governor recommends FY 2009 expenditures for the Department of Environmental
Management totaling $86.9 million, including $38.3 million in general revenue, $34.8 million in
federal funds, $16.7 million in restricted receipts and $5.3 million in other funds. The Governor
recommends merging the Coastal Resources Management Council and the Water Resources
Board into the Department in FY 2009 in order to reduce overhead costs and duplication of effort.
When adjusting for the merger, Departmental expenditures increase $4.1 million compared to the
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enacted budget, including $333,882 less from general revenues, $5.3 million more federal funds,
$533,566 less from restricted receipts, and $324,431 less from other funds.

Personnel costs include no cost of living adjustment for state employees, but do include a 9.9
percent trend growth in employee medical benefit costs and also include funding for retiree health
benefits on an actuarial basis beginning in FY 2009, recognizing reduced health benefits for new
retirees. Major general revenue changes to the enacted budget (excluding the Water Resources
Board and the Coastal Resources Management Council merger) include:

e $1,812,532 less for the Rose Hill Landfill due to completion of the construction phase of
the project;

e $472,548 less resulting from offsets to restricted receipt accounts, including $277,174 to
the indirect cost recovery restricted account and $195,374 to the Bays, Rivers, and
Watershed restricted account;

e $671,038 less due to program reductions including elimination of 4.0 FTE’s in the
Director’s Office, 1.0 FTE in the Bureau of Natural Resources, and 4.0 in the Bureau of
Environmental Protection for a total savings of $828,367, including $671,038 from general
revenues;

e $600,000 more due to unachieved offsets related to the $1 per ton commercial solid waste
disposal surcharge that has not materialized from the Resource Recovery Corporation;

e $198,775 more for overtime in the Bureau of Natural Resources, primarily in the
Enforcement Division;

e $320,323 more for the salaries and benefits of 3.0 Information Technology positions that
are transferred from the Department of Administration;

e $1.5 million more for salaries and benefits to finance current staffing levels;
e $31,125 more for utilities and rent at the Promenade Street headquarters; and

e $126,968 less for legislative grants due to a 50 percent statewide adjustment to all
legislative grants.

Excluding the Coastal Resources Management Council and the Water Resources Board, the
Governor’s recommendation for federal funds totals $33.4 million in FY 2009, $5.3 million more
than enacted. A decrease of $19,584 in the Office of the Director is primarily attributable to the
exhaustion of funding for the Pay-As-You-Throw program. In the Bureau of Natural Resources,
the Governor’s recommendation is $4.4 million more than enacted. Major changes include
increases of $2.3 million in the Division of Forestry, primarily related to the Forest Legacy
program, $1.3 million in the Division of Fish and Wildlife, $1.3 million more in the Office of the
Associate Director for the Coastal Zone Management grant, and $539,471 less in the Division of
Agriculture for the Specialty Crops Block grant and the Pesticide Enforcement grant. Federal
funds in the Bureau of Environmental Protection increase $879,555, which includes an increase
of $1.0 million in the Office of Water Resources.
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