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Thank you for joi

down some of the very complex

operationsghat go into this common MAR I LAND
corporation we share called our state )
government. Now | have a few slide BUDGET OVERVIEW: FY 2013

way of present at it nlGEt Rl

it up to any questions you all might
have, and |10l 1 dc¢
them.

From the first day that wealked into
this responsibild]i
share of chall eng
people together for a balanced
approach that resulted in the Special
Session that was not terribly popular
but was fiscally responsible. And as a result, even wientw&o the unprecedented job loss

and economic challenge of the prolonged recession, Maryland was able to weather that storn
we were able to weather it better than other states. We were one of the very few that were ab
defend a Triple A born@ting through that.

Every time wedve had to make these deci si
thinking, and that was, what is in the best interests of the hardworking people and families of
State? And t hat 0csi shioom .weT hmask ei se vrearty adne e x e
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matter of gr
on behalf of
you through some of this.
Priority number one is jolsnd,

again, this is probatdyetmerun

through a couple of good news In 2011, Maryland created 8x as many private sector
slidesWe have had the best year of Jobs as Virginia, and 2.5x as many total jobs.

new job creation that we had in

any year since this recessiorARsit. Private Sector Jobs

of the firsteleven months of last T (oe——

year, tha almost 27,000 net new
jobs that have been created in our

(7))

easing the weat hervane. | t
the families we serve. Tvila
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StatePrimarily, theye been et 56 08 Private
created in thprivatesector, which | 1 2eeet : sl
is kind of counteintuitive.lt is a

rate ofjob creation that is twice MARYLAND VIRGINIA

what our good neighlsm the

Commonwealth of Virginteave e e o ot T

been able to accompligind in the
private sector, it is eight and a half times the number of new jobs that our good neighbors in
Virginia have been able to create coming out of this recession.

Stated a different wawe have recovered 43 percent of the jobs we lost in the Bush recession,
while nationally we have recovered 28 percent of the jobs@edbste our neighbors in Virginia,
30 percentSo, everythingbout these decisions impacts the most importaaiblean every

family® considerations around their own kitchen table, which is the job of the breadwinner or
breadwinners in that family.

Sq this is how our general fund
dollar breaks down, that 37 percent
Is now allocated to elementary and
secondargducation; 10 percent is
higher education; 26 percent is
health Josh Sharfsteiand 11
percent is public safe8ixteen
percent is everything eléell, what
Is everything els&& the
Legislature;at the Department of
Agriculture, Buddyt® the
Department of the Environmentit
the Department of Natural

84% of FY 2013 General Fund Dollars
Allocated to Education, Health, and
Public Safety

Elementary & Higher Health
Secondary Education \ 2
Education




Resources; it isdpartment of General Servides everything elsein that 16 percent.

And, so, while we protect what most Maryland families would regard as the priorities of our St
government, namely public health, public education and public safe84 thericent of
everythingve do in the operating budg&nd in addition to the recessionary pressures, we have
chosen as a people under Thornton to increase by about a bilisnogtel this same period of
time the dollars that we invest in that primary economic development investment, which is
education.

All of these slides, by the way, will be
up afterwarden the State website.
Okay, let me go to the next one here. o1z 18 rent
This is tudent achievement in our
StateThere is no other state that can
claim since these rankings have
started fronEducation Wedkgazine
to have been named number one
schools in America four years in a

M5A: Maryland 5tate Ascsessment Pass Rate

row. It did not happen by chance; it |
happened by Choumnd part Of 00Z0F  IO0G04  DOOM-05 00505 :;:—5; WOT0E  IOOE0R DO0R10 20101
those choices involved what our oomineers L oweinen  momesee | owese

teachers and our students and our
parents are doing to improve their
test scored hat, ladies and gentlemen, is an example of a graph moving in the right direction.

This is the expdnsion that weove made
in covering people with health
i nsurance. Thatds over 400,000 peopl e
since 2007, in part made possible by
the difficult vote that the legislature Enrollees in Medicaid, Maryland CHIP,
passed on the tobacco tax some four. ~ and Primary Adult Care Program
or five years ago. [hatkdds 400, 000, 10
people, over half of them children, o T
who now fave health insurance that N e
did not have it before. 600
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Driving Down Violent Crime
17% Since 2006

TOTAL VIOLENT CRIME INCIDENTS

Fewest State Government Employees per
Maryland Resident Since FY 1973

EXECUTIVE BRANCH EMPLOYEES PER 1,000 RESIDENTS

12

Fiscal Responsibility

"The stable outlook reflects our view of Maryland's economic
strength and historically strong financial and debr management
policies,... the state has proactively responded to the recent budget
structural imbalance

- Standard and Poor's, upon affirming Maryland's AAA Bond Rating

This is violent crim&Ve have driven violent
crime down to an diime low.Again, this
happens not by chance but because of the
courage of police officers, better technology,
better coordinatioand cooperatioWe set a
goal in 2007 of 20 percent reduction by
2012 \Wde now at 17 percent reduction.

This is Executive Branch employees per 1,000
residents; in other words, the size of our State
employment related to our citizeng have

the fewest State Government employees now
per 1,000 Malgnd residentsince 1973nd

the last U.S. Census numb&aw, | think we

had the 4%lowest state and local government
bureaucracy of any of the states in the Union
or eighth from the leanest.

Fiscal responsibility, there is no progress
without fiscal responsibilit@ve kind of gone
overthissMo o d y 6 sStand&rd anat h ,
Pooi®, time and again, haaeknowledged

our ability to make adjustments and to apply a
balanced approach to protdwt priorities

that make us a competitive state.



This is, for those of you that weldrere, Resolved an Inherited Structural Deficit
for those of you that were, this is nostalgi During the 2007 Special Session
the Special Session, we attacked the inhe
structural deficit of $1.7 billion, various
components of thaitacluding big cuts in
spending, $550 million, which would be
dwarfed as time went on by other cuts, b
at the time it was unprecedeng&h0
million in cuts.

We increased revenues by $800 million i
three primary wayé/e had the slots
legislationAnd we were scheduled to have
reduced, erased, eliminated that structural deficit by Fiscal Year 2012 with a $290 million cast
reserve.

That was what it looked like peEession in

our forecasting, and then the recession hit.

IMPACT OF 2007 SPECIAL SESSION ON And that graph representstjas én sure
PROJECTED BUDGET SHORTFALL every business and every family has a similar

— graph to show what the recession did to their

budget, th& what it did to our collective

budget in this common platform of our State

Government.

Post Special Session Projections

[$ in Millions | I before [ after special session

Impact of National Recession on That® how State revenues underperformed,
Maryland Revenues to use an accountitgrm, since this recession
hit 8 an underperformance of more than $14

billion.
GENERAL FUND REVENUES

[%in Millions |




Our primary means of dealing with that, ever
since the Special Session, has been to cut, cu

Cumulative Reductions During O’Malley-Brown Administration and cut agaln’ a constant dlet Of Md’ In

of $7.5 Billion (Including $800 Millon in Total Funds fact one year here at the Board of Public
uctions in FY20) Works, | guess that would have been 2008,
BUDGET ACTIONS see it here 2008 down below, all of those

8,000

happened at the Board of Public Wdtks.
seemed like every three months we were
coming back here for another $200, 300, 400
millionas revenuerodedoeneath our feet.

Ian sorry, Eloise Foster, our Secretary of
Budget and Management with us, as well as
Christian Johanssdiaconomic

Development, and Bob Summers at
Department of Environment.

e [ 5 in Millions
6,000
5,000
4,000
3,000
2,000
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Every b usubgnatiechas leeémitlen
spending affordability guidelines and
everyon& had a bunch of unpleasant and
difficult, tough choices and cuithe
legislature in theis it the Spending
Affordability Committeéviatt?Kind of laid
out a blueprint for us a few years ago insisting FY12 Progress FY"13Progress  Remaining Gap
that we take a big chunk off of this new ST n b b
deficit? guess we still call it a structural

deficit.A more truthful word might be the
recessionary deficit, becauserimarily

0% 20% 40% 60% B80% 100%
caused by the revenue underperformance.
But this is what vdge doneBack ind.2,
almost 40 percent of ih this budget wie
proposing we reduce it by 36 percEmat still
. PRIOR ACTIONS NEW ACTIONS
remains 25 percent of the work to be done. - s seerum shees s « Close assisted iving faciities
= Centralized Classfication Unit ($356K) at Spring Grove & Springfield
il Eutwsmumﬁ;rwefmmmm Hospital Cf.:nter? (3.8 M)
Some of you recall the prior actions théteve :ESmsaf=ssing .., R
taken, eliminating a lot of things, closing the I EEEgEsaay =i =l
Maryland House of @@ctions, as well as : Remesormoracs iy o ST e
Rosewood, Upper Shore Mental HESIME | = secrinerion smes cucsammssmantst sh siudents (S22 1)
. . . » Voluntary Separation Program (339 MIB53 State jobs)
of the new actions that @é¢ake in this budget
include closing assisted living facilities at Faciity Closures During O"Maliey-Brown Administration
. . . . House of Comection DBED Foreign Offices Shore ing Of fice
Spring Grove and Springfield Hospital St ) | SmaFows S A Damssose
Welcome Centers (8) Animal Heslth Laboratories OFarrell Centar
6
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CentersWaide going to be insourcing a fisheries contlagt, we believe we can do the same job
we used to do outsourcing, and we can do it cheaper and save $700,000.

There are things e doing to
upgrade our Medicaid. fact, who

asked about thlt’én?l think you = More than 5,500 positions abolished during the O’Malley-Brown
aske about this in one of our pressers Administration

i i~Ai = B67 positions abolishedthroughvolunt ti fi
a while backMedicaid Smart Payer O T T SRR
initiatives, Josh, part of that involves * Ongoing annual savings from position abolitions exceeds $200 million

the Medicaid, the waste, fraud and * Fewer executive branch positions today than in 2007.

abuse recovery and identifying double

payments or overpayments and things

of that nature. todAnd there are * State workers absorbed more than $700 million in salary and
) . benefit cuts

someother things in there, as well.

. ; = Furloughs and temporary salary reductions FY09- Fy11
Weve reduce_d the size Of_ state * No stepincreases (FY09- FY12) andno COLAbonus (FY10 & FY11)
government in the executive » Additional ongoing retirement contributions/prescription drug cost
sharing (FY 12)

administration, executive branch, by
5,500 positions.

There are fewer executive branch positions today than intAb7about 5,000 we¥e got

5,000 fewer state employees, sharingdhicsaYyou all were out there at Lawgiftall last year
when we had to reform our pension system, ask all of our state employees td\® dicbre.
more.And theyWe had to forego COLAs, had to endure furloughs and other things over these I:
four yeas.So, let me say that very, very clearly how appreciative | am of State employees whc
been making sacrifices over these last
four years, doing difficult jobs, doing it
without the assistance of as many
colleagues as they had a few years ago,
and hawng to forego and endude

forego COLAs, ende furloughs and

25%
Under Governor O'Malley,

other things_ 20% General Fund spending on K-12
education hasincreased by
almost$1 billion—or 22% —

.. . while General Fund spending on

Okay, this is Generaliid Spendlng 15% everything else increased by

growth.K-12 education has increased lessthan 5400 million —or4%

by 22 percent since 20BYerything
else has only increased 4 percent. 5%

10%

K-12 Everything Else



And that a nutshell or a snaps of

the increases in-k2 education, from

$4 billion to $5 billion from the State,
2007 to 2013 ublic education, while
those of us who take our children to
public schools in Maryland will proudly
say in most instances | take my child to
a county schadgthe truth in the matter

is the State and the county share that
important responsibility.

Slide 18 is probab®for those of you that had to boil this down for your readership, slide 18 is
probably the best overview, putting all of it on onegsafa® as what this budget dttdsas 1.9
percent growth compared to last yEaere are $800 million in total fund reductions, cuts, or in
the case of teacher pension, a shift of

about $240 millioT.otal reductions

now in the life of the Malley/Brovn

Administrationpot that we ran a

campaign thatould foresee this@it

$7.5 billion in reductions and cuts.

General Bnd is reduced by $56

million versus 2012And the structural

outlook has been improved to the tune

of about $650 millioh.need glsses at

the age of 4%pending affordability

guidelines, v@e met those for the

sixth year in a rown the past, some

years, some administrations, we choose

to meet them one year and not meet

them another yearhis administration, because of the geample we have like Secretary Foster
and her staff, every single year we have submitted a budget that is within spending affordabili
guidelines, in addition to being balanced, which is required by the State Constitution here as i
virtually every ate.



