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Capitol Building a I I S aS Phone: (785) 296-3232

Room 241 South Fax: (785) 368-8788
Topeka, KS 66612 Office of the Governor governor.ks.gov

Sam Brownback, Governor

Message to the Legislature of the State of Kansas:

| want to thank every member of the Kansas Legislature for your hard work during the
2013 session. This two-year budget will provide state agencies and school districts a greater
level of funding certainty, allowing them to extend their planning horizons and strengthen their
focus on improving services. Having a strong ending balance for three straight years will help us
weather the uncertainty of a federal government that continues to have major budget problems.
Your commitment to fiscal responsibility will ensure every taxpayer dollar will be used in an
effective and efficient manner.

Pursuant to Article 2, Section 14 of the Constitution of the State of Kansas, | hereby
return Senate Bill No. 171 with my signature approving the bill, except for the items enumerated
below.

Department of Administration
Refund of Past FICA Payments for Medical Residents
Section 29(f) is vetoed in its entirety.

In my original budget I had recommended that from the state’s share of FICA refunds
originally made on behalf of medical residents, $25.0 million be swept to the State General Fund
and that $10.0 million of that be devoted to construction of a new medical education building for
the Medical Center. The timing of the refunds has been much slower than ever anticipated and
the state has not yet received its full share of the refunds from the Internal Revenue Service
(IRS). We are going to pay the medical residents their share received to date, but I veto this
sweep of the state’s share so it does not occur prior to full settlement with the IRS.

Department of Corrections
Transfer of State Resources
Section 44(c), 44(d), 44(e), 44(f), 45(b) and 173(h) are vetoed in their entirety.
| have grave concerns about the impact of this budget on public safety. Eliminating the
$1.9 million in current year budget lapses and the sweep of $750,000 from the Kansas

Correctional Industries will allow the Department of Corrections to use these resources to soften
the impact of their reduced funding and protect critical components of our corrections system.



Office of the Attorney General
Fee Sweeps to the State General Fund

Section 87(h), Section 87(i), Section 88(g), Section 88(h) and Section 88(i) have been
line-item vetoed in their entirety.

The Court Cost Fund and the Medicaid Prosecution Revolving Fund receive money from
various litigation settlements handled by the Attorney General in which the defendant is ordered
to reimburse the state's litigation costs. Sometimes, the balance in these litigation recovery funds
exceeds the actual cost of operating the state’s litigation and, at those times, it is proper to
remove the “excess” and place it in the State General Fund for other uses. The critical issue is
not whether that is done but how and when. This approach provides stability and planning
ability so the agency can operate the recovery litigation professionally and in a cost-efficient
manner without worrying whether sufficient funds are available in the short-term to make
payroll. Most importantly, it also ensures the state’s recovery litigation is focused exclusively on
obtaining just litigation outcomes and not on the need to generate immediate funds to pay the
current bills. In addition, sweeping the money paid by Kansans who seek to permit to carry a
concealed firearm pursuant to the Kansas Personal and Family Protection Act into the State
General Fund transforms these dedicated permit fees into a general “gun tax” on Kansans who
are exercising their Second Amendment Rights. For these reasons, | veto the sweeps that exceed
my recommendations applied to the Attorney General’s Office.

Department of Administration
Sweep of the Curtis State Office Building Maintenance Reserve Fund
Section 111(t) has been vetoed in its entirety.

A lease agreement with the Public Building Commission and the State of Kansas was
executed upon construction and occupancy of the Curtis State Office Building. Within that
contract and the bond documents issued on the construction of the building was a provision that
the building’s reserve fund would accrue a balance up to $2.5 million. It is bond counsel’s
opinion that transferring cash from this fund would be a reportable material default to the
Securities Exchange Commission and would hinder the state’s ability to issue future bonds
related to NBAF, the KBI lab at Washburn and the Department of Agriculture’s move to the
Kansas State University campus. | therefore find it necessary to veto this provision.

Elimination of Vacant Positions
Section 111(w) and Section 112(s) have been vetoed in their entirety.

In FY 2010, agencies’ headcounts totaled 23,957.98, excluding the Regents. In FY 2012,
we drove that number down to 22,208.57. My administration remains committed to reducing the
size of state government and we will continue those efforts in the next year. We went through a
lengthy exercise last year to eliminate old vacant positions. Moreover, the language in these
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sections will drive agencies to spend more on overtime as they will be kept from filling positions
open for only 120 days. In some locations, such as at Larned State Hospital and Topeka
Correctional Facility, we face challenges in recruiting and retaining staff at critical agencies and
this language does not grant them any flexibility. For these reasons, | veto these provisions and
will continue to work with agencies to restructure them in a targeted and strategic manner.

Department of Commerce
Sweep of the Reimbursement and Recovery Fund
Section 123(l) and Section 124(j) are vetoed in their entirety.

The Reimbursement and Recovery Fund of the Department of Commerce is primarily
used to finance the operations of America’s Job Link Alliance (AJLA). AJLA is a consortium of
state workforce agencies and program operators that collaborate to reduce costs in the
development of workforce development software needs for member states. Sweeping the pooled
resources from the Reimbursement and Recovery Fund in FY 2014 and FY 2015 would violate
our obligation to those states and necessitate reimbursement to them, so I must veto both of these
transfers.

University of Kansas Medical Center
Enrollment Management
Section 167(e) and 168(e) are vetoed in their entirety.

The University of Kansas School of Medicine campus in Salina was created to address
the critical shortage of physicians, particularly in rural Kansas. This innovative medical
education program is aimed at students with a strong desire to practice in rural areas. |
understand the Legislature’s concern that this program as well as the Wichita campus not be
disproportionally impacted by budget cuts. According to the University of Kansas Medical
Center (KUMC), the language in this provision will require undesirable reductions to its Wichita
campus, while a veto will keep current student levels the same. KUMC has committed to me
how they will manage their budget cuts if these provisions are removed. The Center will still
impose a variety of operational changes to manage this funding loss:

Plan and impact if the Proviso is vetoed:

Student reductions (in Kansas City only):
20 Nursing students

5 Health Professions students

4 Residency (GME) positions

2 MD/PhD student positions

| therefore veto these constraints on the Medical Center’s management of its programs.
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Department of Corrections

Budget for Corrections
Section 174 is vetoed in its entirety.

The Department of Corrections plays a key role in maintaining our state’s public safety.
Because | consider it inadequate, | veto the FY 2015 budget and look forward to working with
the 2014 Legislature in finding the Department sufficient resources to ensure public safety is not
imperiled.

Kansas Water Office
Weather Modification
That portion of Section 193(c) that reads as follows has been line-item vetoed.

“Weather modification Program ............cocerveeruerieiienesiee e $100,000
Provided, That any unencumbered balance in the weather modification program
account in excess of $100 as of June 30, 2013, is hereby reappropriated for fiscal
year 2014.”

Support for this program has declined at the local level and the ongoing drought in
western Kansas has exacerbated the continued declines of the Ogallala Aquifer. In 2012, |
signed into law policies that will provide greater opportunities to conserve and extend the life of
the Aquifer, such as Local Enhanced Management Areas (LEMA). As a result, | encourage the
use of future State Water Plan Fund dollars in support of LEMAS and other related conservation
efforts.

Salary Cap
Limitations on Agency Operations
Section 199 and 200 are vetoed in their entirety.

| applaud the Legislature’s efforts to reduce the size and cost of state government.
However, when salary restrictions are applied, they must be done so in a consistent manner,
except when some inconsistency is justified. The language in these sections impacts agencies
inconsistently and punishes those agencies that were working most diligently to drive down
costs. Additionally, this policy restricts the ability of state agencies to best manage the reduced
resources provided by this budget. While | veto these provisions, this action does not spend
additional State General Fund resources.



Moving Forward

Public safety is unquestionably a core function of state government. The services
provided by the Kansas Department of Corrections are a critical component of protecting our
citizens. I will do everything I can to minimize the impact of the reduced funding on public
safety. However, I ask that you carefully and thoughtfully consider whether or not this reduction
was appropriate when you return.

The people of Kansas expect excellence in higher education. Our Regents system fuels
the engine of our economy by providing a highly skilled workforce and nurturing the next
generation of Kansas teachers, doctors, business people and others. I encourage you to spend the
next several months examining university budgets more closely and working with their
leadership teams and the Board of Regents to craft a shared vision for higher education in
Kansas; a vision that you are confident both maintains our high standard of excellence and uses
resources efficiently.

Sam Brownback, Governor

W[5 2003
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State General Fund Summary
Budget and Tax Changes Adopted by 2013 Legislature
(Dollars in Millions)
FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
Actual Estimated Approved Approved Projected Projected Projected

Beginning Balance $ 1883 $ 5029 $ 5878 $ 509.7 $ 3265 % 1869 $ 86.9
April 2013 Consensus Est. 6,412.8 6,199.0 5,454.3 5,640.4 5,885.9 6,148.4 6,421.8
Legislative Tax Changes

Sales/Use Tax Rate 6.15% - - 193.2 218.7 226.9 2354 2443

HB 2059 Income Tax Changes - -- 114.7 (1.6) (74.4) (131.3) (248.9)

Other Items/Transfers - 76.4 126.7 94.1 73.3 734 734
Governor's Vetos -- (25.0) (3.4) (5.9) -- -- --
Total Available $ 6,601.1 $ 6,753.4 $ 6,473.3 $ 6,455.5 $ 6,438.1 $ 6,512.8 $ 6,577.5
Expenditures

Aid to K-12 Schools $ 2,7028 $ 2,7555 $ 26426 $ 2,6084 $ 2,660.6 $ 2,7138 $ 2,768.1

Higher Education 739.2 774.8 775.3 776.8 776.8 776.8 776.8

Health/Human Service Caseloads 990.0 1,017.2 1,033.3 1,121.0 1,189.6 1,261.0 1,337.1

KPERS State/School Employer 434.1 407.0 412.0 450.9 493.4 543.4 5934

Debt Service 104.3 66.3 64.5 57.0 57.0 57.0 57.0

All Other Expenditures 1,127.8 1,142.8 1,141.8 1,142.9 1,073.8 1,073.8 1,073.8
Legislative Adj to Expenditures - (0.0 (105.7) (37.2) - -- --
Governor's VVetos -- 2.0 - 9.1 - -- -
Total Expenditures $ 6,098.1 $ 6,165.6 $ 5963.6 $ 6,129.0 $ 6,251.3 $ 6,4259 $ 6,606.3
Ending Balance $ 5029 $ 5878 $ 509.7 $ 3265 $ 1869 $ 86.9 $ (28.7)
As Percent of Expenditures 82% 9.5% 8.5% 53% 3.0% 1.4% (0.4 %)
Amount Above/(Below) 7.5% $ 456 $ 1254 $ 624 $ (1332) $ (282.0) $ (395.1) $ (524.2)

Totals may not add because of rounding.

Health/Human Service Caseload figures reflect new spring 2013 consensus estimates + $8 M for waiting lists.
Employer contributions for KPERS for state employees are estimated as proportion of the total from the SGF.
Legislative adjustments to expenditures are estimates; DOB continues to work with KLRD to reconcile to SB 171.
Governor's vetos of expenditures anticipates restoration of $9.1 M in SGF reductions imposed on Corrections.

Division of the Budget 6/15/2013



