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PREFACE 
 
 
 
The Budget of the Commonwealth for the 2008-2010 biennium is the financial plan for Kentucky 

State Government as enacted by the Regular Session of the 2008 General Assembly.  It is 

published by the Office of State Budget Director, Governor’s Office for Policy and Management in 

accordance with KRS Chapter 48. 

 

The 2008-2010 Budget is presented in three volumes: 

 

• Volume I:   State Agency Program Budget Detail  

 

• Volume II:  Capital Projects 

  

• Budget in Brief:   Budget Summary Data and Appropriations Acts 

    

These documents provide the detail to support the budget in legislative form as presented in the 

budget bill.  
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Revised Enacted Enacted
FY 2008 FY 2009 FY 2010

RESOURCES
Beginning Balance 579,280,800 62,967,600 39,541,600
Consensus Revenue Forecast 8,633,038,000 8,823,597,000 9,096,259,000
Tobacco Settlement - Phase I 117,470,000 119,690,000 121,580,000
Other Resources 3,300,000 62,450,000 40,950,000
Fund Transfers -Enacted 76,089,200
Fund Transfers - Budget Reduction Order 51,198,200
Fund Transfers Recommended 43,952,400 301,654,400 129,215,400

Total Resources 9,504,328,600 9,370,359,000 9,427,546,000

Continued Appropriations Reserve
Budget Reserve Trust Fund 231,489,700 214,775,400 214,775,400
Executive Branch 46,036,900 1,000,000 1,000,000
Legislative Branch 7,104,900 2,986,300 6,829,400
Judicial Branch 3,983,100 14,764,700 2,732,700

Total Continued Appropriations Reserve 288,614,600 233,526,400 225,337,500

TOTAL RESOURCES 9,792,943,200 9,603,885,400 9,652,883,500

APPROPRIATIONS
Executive Branch

2006 Session Appropriations 9,025,680,200 9,082,339,400 9,349,255,700
Tobacco Settlement - Phase I 117,470,000 119,690,000 121,580,000
Dedicated Revenue Adjustments 9,379,100

 2007 Session Appropriations 19,547,300
 2007 Special Session Appropriations 12,619,500
 Necessary Government Expenses 50,200,000
 Budget Reductions (65,262,400)
 Current Year Appropriations 150,504,300
 Lapses - Expenditure Reductions (188,719,600) (189,760,700) (203,510,700)

Total Executive Branch 9,131,418,400 9,012,268,700 9,267,325,000

Judicial Branch 277,411,700 265,835,800 295,885,800

Legislative Branch 49,245,200 52,712,900 55,452,600

TOTAL APPROPRIATIONS 9,458,075,300 9,330,817,400 9,618,663,400

BALANCE 334,867,900 273,068,000 34,220,100

Continued Appropriations Reserve
Budget Reserve Trust Fund 214,775,400 214,775,400 23,658,000
Executive Branch 46,036,900 1,000,000 1,000,000
Legislative Branch 7,104,900 2,986,300 6,829,400
Judicial Branch 3,983,100 14,764,700 2,732,700

Total Continued Appropriations Reserve 271,900,300 233,526,400 34,220,100

ENDING BALANCE 62,967,600 39,541,600 0

2008-2010 BUDGET OF THE COMMONWEALTH
GENERAL FUND SUMMARY

Page 1 of 476



Revised Enacted Enacted
FY 2008 FY 2009 FY 2010

RESOURCES
Revenue Estimate:   January 16, 2008 1,282,801,400 1,324,806,400 1,405,103,400
Road Fund Surplus Plan 21,163,300

TOTAL RESOURCES 1,303,964,700 1,324,806,400 1,405,103,400

APPROPRIATIONS
Transportation Cabinet

Revenue Sharing 265,848,100 287,698,900 318,070,100
Aviation 4,000,000 11,414,100 11,313,300
Highways 681,874,600 680,624,200 755,167,500
Vehicle Regulation 18,234,700 26,417,600 27,277,100
Debt Service 181,143,200 148,513,000 136,599,000
General Administration and Support 78,887,600 74,390,100 74,769,900
Capital Construction 6,795,000 17,992,000 4,150,000

Subtotal 1,236,783,200 1,247,049,900 1,327,346,900

Justice & Public Safety Cabinet
Kentucky State Police 50,000,000 60,000,000 60,000,000
Vehicle Enforcement 13,881,500 13,881,500 13,881,500

Subtotal 63,881,500 73,881,500 73,881,500

Finance and Administration Cabinet
Administration 400,000 400,000 400,000
Revenue 2,000,000 2,325,000 2,325,000

Subtotal 2,400,000 2,725,000 2,725,000

Commerce Cabinet - Artisans Center 350,000 350,000
Environmental Protection 300,000 300,000 300,000
Kentucky State Treasurer 250,000 250,000 250,000
Homeland Security 350,000 250,000 250,000

TOTAL APPROPRIATIONS 1,303,964,700 1,324,806,400 1,405,103,400

ENDING BALANCE 0 0 0

2008-2010 BUDGET OF THE COMMONWEALTH
ROAD FUND SUMMARY
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Enacted Enacted
FY 2009 FY 2010

Revenue * 275,000                 275,000                 

Rural Development - (50%)
Governor's Office of Agricultural Policy 35,041,000            34,917,600            
Department of Education - Operations and Support Services Debt Service 91,000                   
Council on Postsecondary Education Debt Service 976,000                 
Finance and Administration Debt Service 15,416,500            15,417,900            
University of Kentucky 250,000                 250,000                 
Environmental and Public Protection - Natural Resources 9,000,000              9,000,000              

          Subtotal 59,707,500            60,652,500            

Health Improvement - (25%)
Office of Drug Control Policy 1,923,400              1,923,400              
Health and Family Services
      Governor's Office of Wellness and Physical Activity 2,793,000              2,840,300              
Council on Postsecondary Education -

Lung Cancer Research Program 5,586,100              5,680,600              
Environmental and Public Protection - Insurance (Kentucky Access) 19,551,300            19,881,900            

          Subtotal 29,853,800            30,326,200            

Early Childhood Development - (25%)
Division of Early Childhood Development Services 1,525,000              1,525,000              
Health and Family Services - Community Based Services 8,970,400              9,220,400              
Health and Family Services - Human Support Services 175,000                 175,000                 
Health and Family Services - Public Health 16,856,300            17,078,900            
Health and Family Services - Mental Health/Mental Retardation 975,000                 975,000                 
Health and Family Services - Children with Special Health Care Needs 352,000                 352,000                 
Postsecondary Education -

Kentucky Higher Education Assistance Authority 1,000,000              1,000,000              
          Subtotal 29,853,700            30,326,300            

TOTAL TOBACCO SETTLEMENT - PHASE I 119,690,000          121,580,000          

2008-2010 BUDGET OF THE COMMONWEALTH 

*  House Bill 390, as enacted by the 2003 General Assembly, appropriated $275,000 of Phase I Tobacco Funds 
to carry out the provisions of KRS 131.  This amount is deducted before the allocations to Rural Development, 
Health Improvement, and Early Childhood are made.  

TOBACCO SETTLEMENT - PHASE I SUMMARY
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2008-2010 BUDGET OF THE COMMONWEALTH 
CAPITAL PROJECTS SUMMARY 

 

  
Enacted 
FY 2008  

Enacted 
FY 2009  

Enacted 
FY 2010  

Total Enacted 
 

SOURCE OF FUNDS        
  Executive Branch        
 Restricted Funds 7,680,100  2,036,075,600  32,838,200  2,076,593,900 
 Federal Funds   130,183,700  14,046,500  144,230,200 
 Bond Fund 5,700,000  669,581,000    675,281,000 
 Road Fund   17,992,000  4,150,000  22,142,000 
 Agency Bond Fund 54,200,000  589,013,000    643,213,000 
 Capital Construction Surplus   2,500,000    2,500,000 
 Investment Income   4,301,000  7,801,000  12,102,000 
 Other Funds 113,730,000  746,458,000  2,159,000  862,347,000 
         
TOTAL SOURCE OF FUNDS 181,310,100  4,196,104,300  60,994,700  4,438,409,100 
         
EXPENDITURES BY CABINET        
  Executive Branch        
 General Government   679,301,700  3,491,000  682,792,700 
 Commerce   23,789,000  10,835,000  34,624,000 
 Economic Development   50,000,000    50,000,000 
 Department of Education   6,675,000  675,000  7,350,000 
 Education Cabinet   400,000  400,000  800,000 
 Environmental and Public Protection   50,605,000  2,900,000  53,505,000 
 Finance and Administration   43,800,000  6,800,000  50,600,000 
 Health and Family Services   144,005,000    144,005,000 
 Justice and Public Safety   4,550,000  2,050,000  6,600,000 
 Postsecondary Education 181,310,100  3,139,486,600  29,193,700  3,349,990,400 
 Transportation   53,492,000  4,650,000  58,142,000 
          
TOTAL EXPENDITURES 181,310,100  4,196,104,300  60,994,700  4,438,409,100 

 
 
Capital Projects Overview 
 
The Commonwealth’s capital projects program for the Executive Branch for the 2008-2010 biennium is 
presented in total within Volume II of the Budget of the Commonwealth.  This overview section focuses on 
the capital projects priorities, policies, and fund sources for the next two years.   
 
Total Bonded Indebtedness  
 
The Budget of the Commonwealth includes a total of $1,508,494,000 in debt financing.  The $1,508,494,000 
in budgeted debt includes $650,281,000 in bond funded capital projects from the General Fund, 
$643,213,000 in bond funded capital projects to be financed from Restricted Funds (Agency Bonds), 
$135,000,000 in Road Fund-supported bonds, and $80,000,000 in other authorizations. 
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Bond Financed Capital Policy Emphasis - 
Bonds for Education and Economic Development and Infrastructure 
 
The largest proportion of new bond-financed project activity, $624.9 million (41 percent), is directed to 
education purposes, postsecondary education and elementary and secondary education.  Of that amount, 
$518.9 is appropriated for postsecondary education purposes.  
 
Postsecondary Education 
 
Collectively, the postsecondary education system received $113.1 million in General Fund-supported bonds 
as well as $405.8 million in Agency Bonds for a total of $518.9 in bonded indebtedness.  
 
 Bucks for Brains 

 
The Budget of the Commonwealth provides $67,500,000 in General Fund-supported, taxable debt to finance 
the Bucks for Brains program, more formally referred to as the Research Challenge and Regional University 
Excellence Trust Funds.  They consist of the Endowment Match Program, Research Capital Match Program, 
and the Translational Research Program of the Research Challenge Trust Fund. Of the total, $60 million is 
allocated to Endowment Match and Research Capital Match programs.  The University of Kentucky will be 
eligible to match two-thirds of the $50 million directed to the Research Challenge Trust Fund (approximately 
$33.4 million) and the University of Louisville will be eligible to match one-third (approximately $16.6 million). 
The funds may be used for either program. The Board of Trustees of each university will determine the 
amount allocated between the two programs.  $10 million will be devoted to the Regional University 
Excellence Trust Fund, a program that allocates the Bucks for Brains funding to the six regional, 
comprehensive universities.  The Endowment Match Program matches gifts with state funds. The enacted 
budget allows a regional or comprehensive public postsecondary education institution to fund a capital 
project from these funds if the University’s Board of Regents authorizes the use of the funds for that purpose. 
The Endowment Match Program matches gifts with state funds to create new endowments or expand 
existing endowments for chairs, professorships, fellowships, and research-related mission support at the two 
public research institutions. The funds allocated to the Research Capital Match Program are for research-
related capital projects, including laboratory renovation, fit-out of new and existing research space, and 
renovation of other research-related space. The institutions must match the bond proceeds resulting in a 
potential total of $120 million for endowments.  The remaining $7,500,000 is provided to the University of 
Louisville for translational research and related activities.  These funds are not subject to a matching fund 
requirement.   
 
 Capital Pool for Maintenance, Other Postsecondary Education Priorities 

 
A Capital Renewal Pool of $13.9 million was budgeted for use by the nine postsecondary education 
institutions to address capital renewal and maintenance needs.  The postsecondary education system has 
not received a pool of state funds for capital renewal and maintenance since the 2000-2002 biennial budget.  
The $13.9 million will leverage some of the institutions’ own funds to enable a larger investment in deferred 
maintenance on the campuses.  A $5.7 million bond funded project was approved for Morehead State 
University to address an emergency need to replace the campus’ power plant to comply with clean air 
requirements.  The University of Kentucky received $20 million to expand and upgrade the Livestock 
Disease Diagnostic Center in Lexington.  The Kentucky Community and Technical College System received 
an additional $4,000,000 in Bond Funds to assist in the location of the new Community College and Lab 
building at the Eastern State Hospital site in Lexington. 
 
 Agency Bonds for Postsecondary Education – Record Level 

 
The enacted budget includes a record amount of agency bond projects for postsecondary education 
institutions, $405,813,000 in bond authorizations that will be supported by the universities’ own funds.  This 
is the third biennial budget in a row in which the agency bond authorization was set at the highest levels 
ever.  The 2006-2008 budget included $234.3 million.  Over $100 million is devoted to housing and dining 
projects at the universities. 
 

Page 5 of 476



Elementary and Secondary Education 
 
 School Facilities 

 
The School Facilities Construction Commission (SFCC) was authorized by the 2006 General Assembly to 
make offers of assistance to local school districts for new construction and renovation projects.  The 2008-
2010 Budget of the Commonwealth approves $100 million in new bonds to honor these offers of assistance 
to local school districts.  The 2008-2010 Budget of the Commonwealth also authorizes SFCC to make an 
additional $100 million in offers of assistance over the next two years, to be funded in the 2010-2012 budget. 
 
 Education Technology 

 
The 2008-2010 Budget of the Commonwealth provides $4 million in Bond Funds for the second phase of the 
statewide Student Data Management System.  This project completes the implementation of a single, 
statewide Student Information System to manage student data, plan for educational programs, monitor 
student performance, and comply with state and federal reporting requirements in Kentucky's public schools. 
It will provide an efficient means to collect and use student data at the individual schools and districts while 
establishing a state-level database based on a unique student identifier.   
 
Economic Development – Fort Knox Impact, Horse Park Roads, and Bluegrass Station 
 
The Budget of the Commonwealth includes $50 million in new Economic Development Bond Funds 
supported from the General Fund.  These Bond Funds will provide for critical infrastructure needs, including 
water and sewer projects needed to accommodate growth in the area around Fort Knox.  The changes 
resulting from the 2005 recommendations of the Base Realignment and Closure Commission (BRAC) will 
significantly impact Fort Knox and nearby local communities.  To address the expected increase in traffic 
congestion of the roads in proximity to the army base at Fort Knox, the Budget of the Commonwealth 
includes $50 million in Highway bonds for the costs of preconstruction activities for road projects deemed 
necessary by the Secretary of the Transportation Cabinet.   
 
The Budget of the Commonwealth includes $10,300,000 in Road Funds to upgrade the roads and pedways 
at the Kentucky Horse Park in preparation for the 2010 World Equestrian Games.   
 
The Budget of the Commonwealth includes $4,400,000 in Agency Bonds for the renovation of water and 
electrical system infrastructure at Bluegrass Station in Fayette County.  Bluegrass Station, formerly an Army 
Depot, is a state-owned facility managed by the Department of Military Affairs that provides leased space for 
private industry and governmental agencies, serving 37 tenants and containing over 2 million square feet of 
leased space.  This investment is necessary to upgrade the fire suppression, drinking water, and electrical 
capacity at Bluegrass Station.   
 
Infrastructure Development  
 
The Budget of the Commonwealth provides $225,000,000 in two Infrastructure for Economic Development 
pools, one for Coal-Producing counties ($75,000,000) and one for non-coal counties ($150,000,000).  The 
primary purpose of both pools is the funding of water and sewer related projects.  The debt service for these 
bonds is funded from coal severance revenues and Tobacco Settlement-Phase I revenues within the 
General Fund.  The enacted budget also includes $230 million in Agency Bonds for the wastewater 
($200,000,000) and drinking water ($30,000,000) revolving loan funds.  The Kentucky Infrastructure 
Authority will leverage loan repayments from the two revolving loan programs to support the new bonds to 
significantly increase the amount of loan funds available to the program.   
 
The Budget of the Commonwealth also includes $17.5 million in bonds for the Kentucky River Authority’s 
Dam and Lock Renovation Pool.  These funds will be used for critically needed repairs to several dams and 
locks on the Kentucky River.  The renovation of Dam 9 in Jessamine County is currently underway.  Among 
the potential uses of the funds are: the Authority’s capital improvement plans include the reconstruction of 
Dam 3 in Owen County, continuing to make progress with the Army Corps of Engineers on the design and 
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construction of replacing Dam 10 near Boonesboro, potential crest gates on Dam 9, and the renovations and 
improvements to Locks 1 through 4.   
 
Human Services – Eastern State Hospital and Hazelwood Intermediate Care Facility 
 
The enacted budget authorizes the replacement of Eastern State Hospital, one of the oldest psychiatric 
hospital facilities in the country.  The Finance and Administration Cabinet is authorized to enter into an 
agreement with the Lexington-Fayette Urban-County Government, or its public properties corporation, to 
provide financing for a new Eastern State Hospital to be constructed on the University of Kentucky's 
Coldstream Research Campus on Newtown Pike in Lexington. Once occupied, the Cabinet for Health and 
Family Services is authorized to make lease-rental payments to the Lexington-Fayette Urban-County 
Government, or its public properties corporation.   
 
The Budget of the Commonwealth approved $10,000,000 in Bond Funds to construct new residential units 
on the campus of Hazelwood Intermediate Care Facility for the Mentally Retarded to accommodate the 
transfer of licensed beds and associated patients from Central State Hospital to the Hazelwood campus in 
Jefferson County.  
 
Information Technology – Public Safety Communications Improvements and the Automated Vehicle 
Information System (AVIS) Replacement 
 
Additional investment was approved for information technology (IT) programs and upgraded business 
systems.  The IT system replacements recommended in this budget replace IT systems dating back twenty 
or more years.  These include the remaining phase of the public safety communications infrastructure known 
as KEWS (Kentucky Emergency Warning System), which was developed in the wake of the 1974 tornadoes 
that rampaged through Kentucky ($18 million in bonds).  The additional funding will enable this critical public 
safety system to complete the installation of the statewide system in the remaining 48 counties in the 
western half of the state.   The Transportation Cabinet and the 120 County Clerks have been providing motor 
vehicle licensing services to the public through an outdated statewide vehicle registration system.  This 
system is known as the Automated Vehicle Information System (AVIS).  The 2007 General Assembly added 
an additional $1 to vehicle registration fees to generate a fund source to replace the AVIS system. The 
Budget of the Commonwealth includes a $25 million bond funded project to replace the old AVIS system with 
a modern system that will streamline and improve the vehicle registration process throughout the 
Commonwealth.   
 
Maintenance Projects 
 
The Budget of the Commonwealth also includes funding for maintaining and restoring state owned assets, 
and to protect existing investments in important facilities. Agency Maintenance Pools finance maintenance 
and renovation projects costing less than $600,000 each and keep minor problems from escalating into more 
costly major maintenance or renovation needs.  The 2008-2010 Budget of the Commonwealth provides 
approximately $28.5 million for state agency maintenance pools.  These pools are funded from a 
combination of cash sources ($11.5 million) and Bond Funds ($17 million).  The cash funding is critical to 
enable the hundreds of small maintenance projects to be executed without the limitation that bonding 
imposes to fund only those projects with a useful life of at least 20 years.  The Kentucky Center for the Arts 
received $8,954,000 for a Major Maintenance and Renovation pool.  These funds will address critical 
infrastructure improvements required to maintain the safety and facility integrity of the Kentucky Center for 
the Arts, a state facility that has not had significant infrastructure improvements since it was constructed in 
the early 1980’s.  The Kentucky State Fair Board received $2 million in Bond Funds for a long-deferred first 
phase upgrade of its HVAC systems at the Kentucky Fair and Exposition Center. 
 
Life Safety – Protection of the Public 
 
The Budget of the Commonwealth includes capital projects that protect life safety and improve the general 
welfare of Kentuckians, including funds for Flood Control and Dam Repair projects ($4.2 million). These 
funds will be used to assist local communities to meet the matching fund requirements for federal flood 
control projects, and to repair high-hazard state-owned dams to protect property and the lives of citizens 
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living in the flood plain downstream from these dams.  The Budget of the Commonwealth also includes 
additional funding for the Drinking Water and Wastewater Revolving Loan funds within the Kentucky 
Infrastructure Authority’s budget ($8 million in bonds to match $40 million in Federal Funds). 
 
Bond Project Implementation Timing Limitations 
 
The Budget of the Commonwealth provides authorization in fiscal year 2009 for most General Fund-
supported bond financed projects, but provides practical limits on the timing of the implementation of the 
projects resulting from the appropriation of less than a full-year’s debt service for the majority of projects until 
the second fiscal year of the biennium.  Moreover, the fiscal year 2009 General Fund budget assumed that a 
significant amount of previously authorized debt service would be unexpended and would lapse to balance 
the budget.  The combination of the two actions results in very little ability to move forward with the design or 
initial phases of new bond projects in the first year of the biennium. 
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General Fund Revenue Receipts
Fiscal Years 1991-2010

(Billions of dollars – rounded)
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1.1%21.1% 3.5% 2.7%4.5%3.1%6.2%6.1%3.6%10.9%3.0% 2.9%(1.4%) 3.4%

Source: FY 1989-2007 Actual; Kentucky Financial Report
FY 2008-2010 Budget of the Commonwealth

• Excludes Tobacco Settlement – Phase I Funds

• Excludes Fund Transfers

9.6% 9.6% 2.4% 0.7% 2.9% 2.8%
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General Fund Expenditures
Fiscal Years 1991-2010

(Billions of dollars – rounded)
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Change 8.4%18.5% (0.2%) 4.9%0.2%9.7%5.5%6.9%5.8%7.6%2.6% 2.2%1.8% 0.9%

Source: FY 1989-2007 Actual; Kentucky Financial Report
FY 2008-2010 Budget of the Commonwealth

Excludes Tobacco Settlement – Phase I Funds

5.3% 11.1% 4.1% 6.5% (1.5%) 3.1%
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Education
43.8%

Human Services
7.4%

Postsecondary 
Education

13.7%

Medicaid
13.3%

Criminal Justice System
10.2%

All Other
11.5%

2008-2010 Biennium 

Distribution of General Fund Appropriations

Total = $19.1 Billion

Excludes Tobacco Settlement – Phase I Funds
* Education includes the Department of Education, Teachers’ Retirement System, School Facilities Construction Commission and the Education Professional Standards Board.

** Human Services include the Health and Family Services Cabinet (net of Medicaid).
*** Criminal Justice System includes the Unified Prosecutorial System, Justice and Public Safety Cabinet and the Judicial Branch.
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2008-2010 Biennium 

Distribution of All Funds Appropriations

Postsecondary 
Education

20.1%

Medicaid
20.0%

Criminal Justice System
4.8%

Transportation
8.6%

Capital Projects
8.3%

All Other
11.8%

Human Services
7.9%

Education
18.5%

Total = $53.2 Billion

* Education includes the Department of Education, Teachers’ Retirement System, School Facilities Construction Commission and the Education Professional Standards Board.
** Human Services include the Health and Family Services Cabinet (net of Medicaid).

*** Criminal Justice System includes the Unified Prosecutorial System, Justice and Public Safety Cabinet and the Judicial Branch.
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DEBT FINANCING 
2008-2010 Budget of the Commonwealth 

 
 

The 2008 Kentucky General Assembly enacted $1,508,494,000 in new debt-financed projects.   
 
Structure 
 
The Commonwealth’s indebtedness is classified as either appropriation supported or non-appropriation 
supported debt.   
 
Appropriation supported debt carries the name of the Commonwealth and is either (i) a general 
obligation of the state, or (ii) a project revenue obligation of one of its debt-issuing agencies created by 
the Kentucky General Assembly to finance various projects which is subject to state appropriation for all 
or a portion of the debt service on the bonds.   
 
General obligation bonds pledge the full faith, credit and taxing power of the Commonwealth for the 
repayment of debt.   The Kentucky Constitution requires voter approval by general referendum prior to the 
issuance of general obligation bonds in amounts exceeding $500,000.  Kentucky has not issued general 
obligation bonds since 1966.  The Commonwealth has no general obligation bonds outstanding.   
 
Project revenue notes and bonds are issued by various debt issuing authorities of the Commonwealth.  
The revenues produced by the projects funded by the debt are pledged as security for repayment of the 
debt.  Project revenues are not a direct obligation of the Commonwealth.  Project revenues are, in some 
cases, derived partially or solely from biennial appropriations of the General Assembly.  In other cases, 
the direct revenues generated from the project funded constitute the entire source of payment. 
 
Moral obligation debt or non-appropriation debt carries the name of the Commonwealth for the benefit 
and convenience of other agencies or municipal corporations within the state.  This type of indebtedness 
is a special obligation of the issuer, secured and payable solely from the sources pledged for the payment 
thereof and does not constitute a debt, liability, obligation or a pledge of the faith and credit of the 
Commonwealth.  The General Assembly does not intend to appropriate any General Funds to fulfill the 
financial obligations represented by these types of indebtedness.  In the event of a shortfall, the issuer 
covenants to request from the Governor and the General Assembly sufficient amounts to pay debt 
service.   
 

Page 13 of 476



APPROPRIATION SUPPORTED DEBT SERVICE 
AS A PERCENT OF TOTAL REVENUE (%) 

 
 

 Fiscal Percent of Fiscal Percent of 
 Year Total Revenue Year Total Revenue 
 
 1987 5.01 1999 5.05 
 1988 5.41 2000 5.90 
 1989 5.40 2001 5.58 
 1990 5.24 2002 5.18 
 1991 5.14 2003 5.70 
 1992 6.18 2004 5.39 
 1993 5.99 2005 4.81 
 1994 5.90 2006 4.89 
 1995 5.70 2007 4.29 
 1996 5.62 2008 6.21 
 1997 5.61 2009 5.84* 
 1998 5.27 2010 6.43* 
 
*Estimated.  Assumes all new appropriated debt is issued by June 30, 2010.   
 
 
The above analysis for fiscal years 2008 through 2010 is premised on the following assumptions: 
 
• Fiscal years 2008-2010 General Fund and Road Fund revenues are based on the enacted 

Revenue Estimates.   
 
• Agency Fund revenues are based on actual fiscal year 2007 revenue from the Supplementary 

Information to the fiscal year 2007 Comprehensive Annual Financial Report and a 2.0 percent 
growth rate for fiscal years 2008 through fiscal year 2010. 

 
• All previously appropriated but unissued debt was assumed issued by June 30, 2008. 
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 DEBT APPROPRIATED BY RECENT SESSIONS OF THE GENERAL ASSEMBLY 
 

 
        Principal Debt          Principal Debt 
 Biennium         Appropriated      Biennium          Appropriated  
  
 1984-86 $   535,929,000 1998-002 $1,091,928,000 
 1986-88 494,721,100 2000-023 1,046,927,600 
 1988-90 364,171,900 2002-044 828,936,380 
 1990-92 1,148,218,400 2004-065 1,906,315,300 

1992-94 439,375,100 2006-086 2,110,528,000 
1994-96 429,575,900 2008-107 1,508,494,000 
1996-981 242,182,000 
 
 

1 Enacted in the 1996-1998 Budget of the Commonwealth, and the 1997 Second 
Extraordinary Session of the Kentucky General Assembly.   
Excludes $60,000,000 of Agency Bonds for Kentucky Infrastructure Authority that was 
unable to be acted on.   
 

2 Debt Enacted in the 1998-2000 Budget of the Commonwealth. 
$600,830,000 General Fund; $268,100,000 Road Fund; and $96,100,000 Agency 
Funds.  $201,000,000 was appropriated for the School Facilities Construction 
Commission; however, debt service was appropriated for only $108,130,000 in debt.  
$126,898,000 was appropriated in the General Fund Surplus Expenditure Plan in fiscal 
year 1998-99. 
 

3 Debt Enacted in the 2000-2002 Budget of the Commonwealth. 
General Fund Appropriation:    $901,202,600 
Road Fund Appropriation:    $  28,200,000 
Agency Fund Appropriation:    $117,525,000 

The 2000 Session of the Kentucky General Assembly appropriated $1,053,015,600 of debt.  
The Secretary of the Finance and Administration Cabinet, through authority granted in the 
Appropriations Act, determined that $6,088,000 of debt appropriated projects would be 
funded with General Fund cash, thereby reducing the appropriated amount to 
$1,046,927,600. 

 
4 Debt Enacted in the 2002-2004 Budget of the Commonwealth. 

General Fund Appropriation:    $621,936,380 
Agency Fund Appropriation:    $207,000,000 
 

5 Debt Enacted in the 2004-2006 Budget of the Commonwealth. 
General Fund Appropriation:    $1,204,589,300 
Road Fund Appropriation:    $   450,000,000 
Agency Fund Appropriation:    $   251,726,000 

The 2005 Session of the Kentucky General Assembly also appropriated $150,000,000 of 
Grant Anticipation Revenue Vehicle (GARVEE) bonds supported by Federal Highway 
Funds received by the Transportation Cabinet. 

 

6 Debt Enacted in the 2006-2008 Budget of the Commonwealth. 
General Fund Appropriation:    $1,492,991,000 
Road Fund Appropriation:    $   350,000,000 
Agency Fund Appropriation:    $   267,537,000 

The 2006 Session of the Kentucky General Assembly also appropriated $290,000,000 of 
Grant Anticipation Revenue Vehicle (GARVEE) bonds supported by Federal Highway 
Funds received by the Transportation Cabinet. 
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7 Debt Enacted in the 2008-2010 Budget of the Commonwealth. 
 General Fund Appropriation:    $   650,281,000 

Road Fund Appropriation:    $   135,000,000 
Agency Fund Appropriation:    $   643,213,000 
Other Authorization:     $     80,000,000 

The 2008 Session of the Kentucky General Assembly also authorized $231,000,000 of 
Grant Anticipation Revenue Vehicle (GARVEE) bonds supported by the Transportation 
Cabinet Federal Highway Trust Funds. 
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Actual Estimate Estimate Estimate
SOURCE FY 2007 FY 2008 FY 2009 FY 2010

Selected Sales and Gross Receipts Taxes
Sales & Use $2,817,652,253 $2,897,600,000 $2,977,800,000 $3,066,600,000
Cigarette Excise Tax 13,056,369 14,900,000 14,900,000 14,800,000
Cigarette Surtax 155,712,098 155,500,000 155,100,000 154,100,000
Cigarette Floor Stock Tax 9,746 0 0 0
Distilled Spirits Case Sales 98,874 102,000 106,000 110,000
Insurance Tax Foreign Companies 36,952,894 36,500,000 37,000,000 37,500,000
Insurance Tax Companies Other Than Life 84,547,124 85,800,000 88,800,000 90,900,000
Insurance Tax Fire Prevention Fund 4,377,967 4,700,000 4,900,000 5,200,000
Pari-Mutuel 5,489,552 5,300,000 5,200,000 5,000,000
Race Track Admission 190,362 200,000 200,000 200,000
Beer Consumption 6,344,079 6,300,000 6,300,000 6,300,000
Distilled Spirits Consumption 10,094,572 10,500,000 10,900,000 11,300,000
Wine Consumption 2,326,331 2,300,000 2,400,000 2,400,000
Beer Wholesale 46,806,186 46,700,000 47,800,000 48,900,000
Distilled Spirits Wholesale 25,139,117 27,300,000 29,400,000 31,700,000
Wine Wholesale 11,392,111 12,400,000 13,400,000 14,500,000
Other Tobacco Products and Snuff 8,636,348 9,300,000 8,500,000 8,500,000
Telecommunications Taxes 51,623,000 53,000,000 52,000,000 51,900,000
  TOTAL SELECTED SALES AND 
  GROSS RECEIPTS TAXES $3,280,448,983 $3,368,402,000 $3,454,706,000 $3,549,910,000

License and Privilege Taxes
Coal Severance Tax $221,952,516 $223,700,000 $223,700,000 $224,000,000
Mineral Severance Tax 14,822,013 15,500,000 16,300,000 17,200,000
Natural Gas Severance Tax 32,339,897 26,500,000 29,300,000 30,000,000
Oil Production 6,198,342 8,000,000 8,000,000 8,000,000
Corporate License 11,734,452 7,600,000 6,000,000 4,000,000
Cigarette License 92,106 70,000 70,000 70,000
Race Track License 283,675 300,000 300,000 300,000
Marijuana and Controlled Substance Tax 109,992 0 0 0
Bank Franchise Tax 63,912,315 67,200,000 69,800,000 72,300,000
Corporation Organization 115,755 200,000 200,000 200,000
Cir. Ct. Clk. - Driver License Receipts 603,807 600,000 600,000 600,000
Sand and Gravel License 5,100 0 0 0
Relicensure Fees (Driver's License) 0
(D. S. & Wine) Distiller License
(D. S. & Wine) Rectifier License
(D. S. & Wine) Wholesaler License
(D. S. & Wine) Retail Drink License
(D. S. & Wine) Retail Package License
(D. S. & Wine) Vintner License
(D. S. & Wine) Transporter License
(D. S. & Wine) Special License
(D. S. & Wine) Railroad System License
Restaurant Wine Licenses
(Beer) Distributor License
(Beer) Retailer License
(Beer) Transporter License

AS MODIFIED BY LEGISLATIVE ACTION
GENERAL FUND DETAILED CONSENSUS REVENUE ESTIMATE
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Actual Estimate Estimate Estimate
SOURCE FY 2007 FY 2008 FY 2009 FY 2010

AS MODIFIED BY LEGISLATIVE ACTION
GENERAL FUND DETAILED CONSENSUS REVENUE ESTIMATE

(Beer) Special Transporter License
(Beer) Storage License
Alcoholic Beverage License Suspension 659,151 800,000 800,000 800,000
Limited Liability Entity Tax 0 93,000,000 108,900,000 113,200,000

  TOTAL LICENSE AND PRIVILEGE TAXES $352,829,121 $443,470,000 $463,970,000 $470,670,000

Income Taxes
Corporation Income Tax $988,064,957 $551,500,000 $513,400,000 $506,000,000
Individual Income Tax 3,041,535,604 3,370,000,000 3,472,800,000 3,629,700,000

  TOTAL INCOME TAXES $4,029,600,561 $3,921,500,000 $3,986,200,000 $4,135,700,000

Property Taxes
Real Property $228,300,000 $242,000,000 $256,500,000 $271,900,000
Tangible Personal Property $81,700,000 $86,100,000 $89,300,000 $92,200,000
Motor Vehicles $103,700,000 $106,900,000 $110,200,000 $113,600,000
Building and Loan Association Capital Stock $2,900,000 $3,000,000 $3,100,000 $3,200,000
Delinquent Property $7,500,000 $7,500,000 $7,500,000 $7,500,000
Omitted Intangible Personal Property $7,100,000 $250,000 $0 $0
Omitted Tangible Personal Property $10,700,000 $6,000,000 $6,100,000 $6,200,000
Apportioned Vehicles $7,000,000 $5,500,000 $5,100,000 $5,200,000
Public Service Companies $42,600,000 $38,700,000 $40,100,000 $41,500,000
Other Property $1,000,000 $1,000,000 $1,000,000 $1,000,000

  TOTAL PROPERTY TAXES $492,500,000 $496,950,000 $518,900,000 $542,300,000

Inheritance Taxes
Inheritance Tax $43,578,107 $48,000,000 $48,000,000 $48,000,000

  TOTAL INHERITANCE TAXES $43,578,107 $48,000,000 $48,000,000 $48,000,000

Departmental Fees, Sales and Rentals
Public Service Commission Assessments- $14,593,067 $10,706,000 $13,000,000 $13,000,000
Insurance - Retaliatory Taxes & Fees- 1,547,010 1,900,000 2,100,000 2,200,000
Sec. of State - Process Agents Fees 0 100,000 100,000 100,000
Insurance - Miscellaneous Receipts 0 200,000 200,000 200,000
Circuit Court Clk. - Civil Filing Fee Receipts- 11,338,790 12,400,000 19,500,000 20,200,000
Circuit Court Clk. - Bond Filing Fee- 519,733 500,000 3,200,000 3,190,000
Circuit Court Clk. - 10% Bond Fee- 686,538 704,000 690,000 676,000
Circuit Court Clk. - Receipts for Services- 5,075,912 5,600,000 6,850,000 7,350,000
Strip Mining & Reclamation Fees- 1,108,250 1,500,000 1,500,000 1,500,000
Strip Mining & Reclamation - Fines Coll. 799,708 1,000,000 1,200,000 1,400,000
Master Commissioner Sales- 0
Miscellaneous - Pub Advoc; Sec State Fee 3,967,778 4,500,000 4,700,000 5,000,000
  TOTAL DEPARTMENTAL FEES, SALES
  AND RENTALS $39,636,786 $39,110,000 $53,040,000 $54,816,000
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Actual Estimate Estimate Estimate
SOURCE FY 2007 FY 2008 FY 2009 FY 2010

AS MODIFIED BY LEGISLATIVE ACTION
GENERAL FUND DETAILED CONSENSUS REVENUE ESTIMATE

Investment Receipts
General Depository Investment Income ** $30,501,690 $16,400,000 $20,000,000 $23,700,000
Circuit Court Clk. - Interest Income 1,490,170 0 0 0
Interest on Investments - Withholding Accounts
Ky Asset/Liab - TRAN 0 0 0 0

  TOTAL INVESTMENT RECEIPTS $31,991,860 $16,400,000 $20,000,000 $23,700,000

Miscellaneous Revenue
Lottery $186,625,113 $187,500,000 $198,500,000 $202,000,000
Legal Process - Clk. Supreme Court 116,706 131,000 2,236,000 2,218,000
Dept. of Rev. Legal Process Taxes - Co. Clk. 3,135,400 3,100,000 3,000,000 2,900,000
Dept. of Rev. Penalty & Int. of Co. Officials (29,468) 0 0 0
Legal Process - Attorney General's Office 0
Judgment Fees for Delinquent Taxes 0
TVA - In Lieu of Taxes - State Portion 10,037,326 12,400,000 13,000,000 13,800,000
F.H.A. - In Lieu of Taxes 73,168 0 0 0
R.E.C.C. and R.T.C.C. In Lieu of Taxes 310 0 0 0
Business Development - In Lieu of Taxes 0 0 0 0
Abandoned Property 38,238,637 33,400,000 41,200,000 17,500,000
Circuit Court Clk. - Fish & Wildlife Fines 70,595 70,000 70,000 70,000
Cir. Ct. Clk. - Criminal/Traffic Fines & Costs 24,852,725 25,000,000 26,500,000 26,800,000
Circuit Court Clk. - Bond Forfeitures 1,483,153 1,500,000 1,500,000 1,500,000
Fines Dept Insurance 717,032 800,000 820,000 870,000
NREP - Haz. Material & Waste - Fines & Pen. 0
Workplace & Employment Standards, Fees, Fines 1,199,815 1,800,000 1,800,000 1,900,000
Sale of NOx Credits 811,600 2,850,000 13,350,000 1,900,000
Unclassified Receipts 0
Other Fines & Unhonored Checks 23,788,218 21,830,000 21,630,000 21,230,000
 
  TOTAL MISCELLANEOUS REVENUE $291,120,330 $290,381,000 $323,606,000 $292,688,000

  MISCELLANEOUS NOT IN REVENUE ESTIMATES $12,151,295 $10,000,000 $11,000,000 $11,000,000

  REVENUE INITIATIVES $0 $2,125,000 $6,625,000 $8,425,000

  TOTAL GENERAL FUND $8,573,857,043 8,636,338,000 8,886,047,000 9,137,209,000
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FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Actual Actual Estimate Estimate Estimate

Sales & Use 2,749.8 2,817.7 2,897.6 2,977.8 3,066.6
Individual Income 2,918.6 3,041.5 3,370.0 3,472.8 3,629.7
Corporation Inc & LLET* 1,045.1 999.8 644.5 622.3 619.2
Coal Severance 224.5 222.0 223.7 223.7 224.0
Cigarette & OTP 184.2 177.4 179.7 178.5 177.4
Property 502.5 492.5 497.0 518.9 542.3
Lottery 190.0 186.6 187.5 198.5 202.0
Other 561.4 636.3 636.4 693.5 676.0

Total General Fund 8,376.1 8,573.8 8,636.3 8,886.0 9,137.2

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Actual Actual Estimate Estimate Estimate

Sales & Use 6.0 2.5 2.8 2.8 3.0
Individual Income -3.9 4.2 10.8 3.1 4.5
Corp. Inc & LLET* 70.6 -4.3 -35.5 -3.4 -0.5
Coal Severance 21.7 -1.1 0.8 0.0 0.1
Cigarette & OTP 446.5 -3.7 1.3 -0.7 -0.6
Property 6.3 -2.0 0.9 4.4 4.5
Lottery 17.8 -1.8 0.5 5.9 1.8
Other 2.2 13.3 0.0 9.0 -2.5

Total General Fund 9.6 2.4 0.7 2.9 2.8

*  Includes corporate license tax for FY 2006 & FY 2007 only

Annual Percentage Growth Rates

General Fund Revenues (million $)

GENERAL FUND
CONSENSUS FORECAST

2008-2010 ENACTED ESTIMATE
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FY 2008 FY 2009 FY 2010
Revised Enacted Enacted

Other General Fund Resources
Vendor Compensation 9,900,000 10,300,000
Abandoned Property receipts greater than forecasted 29,900,000 6,200,000
Wendell H. Ford Regional Training Center 1,000,000 1,000,000
Cigarette Rolling Papers Tax Adjustment (750,000) (750,000)
Lottery Additional 7,000,000 7,000,000
Court Related Fee Increases 13,400,000 13,400,000
HB 538 - Exclusion of Sales Tax for over-the-counter Drugs (1,200,000) (1,200,000)
HB 568-Interest accrual on rebates 2,000,000 2,000,000
HB 608-Travelers' checks escheatment period change 2,300,000
HB 693-Interest rate on refunds 1,000,000 1,200,000 3,000,000

    Total-Other Resources 3,300,000 62,450,000 40,950,000

 CONSENSUS FORECAST GROUP ESTIMATE
CHANGES TO JANUARY 2008
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Revised
FY  2008

Requested
FY  2009

_________________________________________________________

Requested
FY  2010

_________________________________________________________

FY  2009
Enacted Enacted

FY  2010
___________________________________________________________________________________________________________________________________________________________________________

Commonwealth of Kentucky

SOURCE OF FUNDS
General Fund

9,343,735,900 11,795,240,650 12,796,899,650 9,400,888,100 9,700,594,100Regular Appropriation
32,066,800Special Appropriation

150,504,300 340,600 341,900Current Year Appropriation
288,614,600 250,240,700 242,051,800 233,526,400 35,562,100Continuing Appropriation
-65,262,416Budget Reduction

778,200 778,200Salary Compensation Fund
-19,342,300Base Deduction
47,714,600Mandated Allotments

9,379,100 2,000,000 2,000,000Other

Total General Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

9,787,410,584 12,048,600,150 13,042,071,550 9,634,414,500 9,736,156,200
Tobacco Settlement-Phase I

94,000,000 120,109,300 121,999,200 119,690,000 121,580,000Tobacco Settlement - I
57,159,100 28,921,200 15,978,400 19,903,700 6,960,900Continuing Appropriation
23,470,000Other

Total Tobacco Settlement-Phase I
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

174,629,100 149,030,500 137,977,600 139,593,700 128,540,900
Restricted Funds

475,259,934 313,411,578 277,695,755 262,651,700 179,715,800Balance Forward
4,484,337,507 4,606,007,100 4,767,291,800 4,592,188,400 4,742,724,700Current Receipts

988,439,759 724,174,900 740,673,600 951,271,200 682,183,100Non-Revenue Receipts
-108,540,900 -117,442,800 -58,349,000Fund Transfers

Total Restricted Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

5,839,496,300 5,643,593,578 5,785,661,155 5,688,668,500 5,546,274,600
Federal Funds

73,722,400 34,714,845 26,082,500 34,812,500 25,908,100Balance Forward
7,518,532,100 7,953,855,555 8,238,425,400 7,686,264,000 7,947,163,600Current Receipts

5,898,300 5,450,800 5,405,800 5,209,500 5,158,800Non-Revenue Receipts

Total Federal Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

7,598,152,800 7,994,021,200 8,269,913,700 7,726,286,000 7,978,230,500
Road Fund

1,255,136,900 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400Regular Appropriation
21,163,300Surplus Expenditure Plan

98,100Current Year Appropriation
20,771,400Other-Road

Total Road Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

1,297,169,700 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400
Highway Bonds

45,755,300Balance Forward
60,000,000Current Receipts

350,000,000 50,000,000Non-Revenue Receipts

Total Highway Bonds
__________________________________________________________________________________________________________________

395,755,300 110,000,000

25,092,613,784 27,178,146,928 28,663,055,305 24,605,777,100 24,790,155,600
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL SOURCE OF FUNDS

EXPENDITURES BY CLASS
5,382,832,700 6,356,979,100 6,721,099,500 5,565,538,400 5,793,813,400Personnel Cost
2,568,714,800 2,786,880,538 2,891,172,338 2,574,354,100 2,649,079,500Operating Expenses

13,640,956,200 15,175,390,750 15,935,496,950 13,671,963,400 14,036,345,100Grants, Loans or Benefits
766,612,400 878,300,700 1,054,290,300 856,638,000 886,393,800Debt Service
203,569,000 229,057,900 223,810,700 183,317,200 183,896,000Capital Outlay

1,777,900,200 1,002,618,662 1,088,884,962 1,313,183,000 1,057,144,100Construction

24,340,585,300 26,429,227,650 27,914,754,750 24,164,994,100 24,606,671,900
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

EXPENDITURES BY FUND SOURCE
9,364,167,500 11,806,448,350 12,805,738,550 9,406,216,300 9,701,606,200General Fund

143,307,900 133,052,100 128,960,100 132,632,800 128,540,900Tobacco Settlement-Phase I
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5,576,844,600 5,372,258,223 5,531,101,900 5,508,952,700 5,414,522,300Restricted Funds
7,563,340,300 7,969,722,000 8,254,029,300 7,700,377,900 7,961,049,100Federal Funds
1,297,169,700 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400Road Fund

395,755,300 110,000,000Highway Bonds

24,340,585,300 26,624,382,173 28,147,261,150 24,164,994,100 24,606,671,900
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

EXPENDITURES BY UNIT
23,993,630,400 26,184,569,573 27,669,365,050 23,793,452,300 24,211,557,700Executive Branch

54,491,800 55,448,800 64,516,600 48,959,400 56,794,200Legislative Branch
292,463,100 384,363,800 413,379,500 322,582,400 338,320,000Judicial Branch

24,340,585,300 26,624,382,173 28,147,261,150 24,164,994,100 24,606,671,900
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES
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Revised
FY  2008

Requested
FY  2009

_________________________________________________________

Requested
FY  2010

_________________________________________________________

FY  2009
Enacted Enacted

FY  2010
___________________________________________________________________________________________________________________________________________________________________________

Executive Branch

SOURCE OF FUNDS
General Fund

9,014,177,200 11,398,421,150 12,352,779,350 9,082,339,400 9,349,255,700Regular Appropriation
32,066,800Special Appropriation

150,504,300 340,600 341,900Current Year Appropriation
277,526,600 232,489,700 232,489,700 215,775,400 26,000,000Continuing Appropriation
-65,262,416Budget Reduction

778,200 778,200Salary Compensation Fund
-17,377,500Base Deduction
47,714,600Mandated Allotments

9,379,100 2,000,000 2,000,000Other

Total General Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

9,448,728,684 11,634,029,650 12,588,389,150 9,298,114,800 9,375,255,700
Tobacco Settlement-Phase I

94,000,000 120,109,300 121,999,200 119,690,000 121,580,000Tobacco Settlement - I
57,159,100 28,921,200 15,978,400 19,903,700 6,960,900Continuing Appropriation
23,470,000Other

Total Tobacco Settlement-Phase I
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

174,629,100 149,030,500 137,977,600 139,593,700 128,540,900
Restricted Funds

440,278,134 278,497,978 253,219,955 227,738,100 165,240,000Balance Forward
4,467,157,107 4,590,974,400 4,750,683,700 4,577,155,700 4,726,116,600Current Receipts

980,237,459 715,972,600 732,471,300 943,068,900 673,980,800Non-Revenue Receipts
-108,540,900 -117,442,800 -58,349,000Fund Transfers

Total Restricted Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

5,779,131,800 5,585,444,978 5,736,374,955 5,630,519,900 5,506,988,400
Federal Funds

73,722,400 34,714,845 26,082,500 34,812,500 25,908,100Balance Forward
7,515,459,000 7,952,724,155 8,237,254,800 7,685,132,600 7,945,993,000Current Receipts

5,898,300 5,450,800 5,405,800 5,209,500 5,158,800Non-Revenue Receipts

Total Federal Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

7,595,079,700 7,992,889,800 8,268,743,100 7,725,154,600 7,977,059,900
Road Fund

1,255,136,900 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400Regular Appropriation
21,163,300Surplus Expenditure Plan

98,100Current Year Appropriation
20,771,400Other-Road

Total Road Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

1,297,169,700 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400
Highway Bonds

45,755,300Balance Forward
60,000,000Current Receipts

350,000,000 50,000,000Non-Revenue Receipts

Total Highway Bonds
__________________________________________________________________________________________________________________

395,755,300 110,000,000

24,690,494,284 26,704,296,428 28,158,916,105 24,210,197,400 24,388,798,300
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL SOURCE OF FUNDS
EXPENDITURES BY CLASS

5,143,590,300 6,059,792,700 6,405,415,700 5,327,020,200 5,547,790,900Personnel Cost
2,462,650,900 2,652,882,738 2,737,725,038 2,449,542,200 2,508,819,700Operating Expenses

13,640,956,200 15,175,390,750 15,935,496,950 13,671,963,400 14,036,345,100Grants, Loans or Benefits
766,612,400 878,300,700 1,054,290,300 856,638,000 886,393,800Debt Service
201,920,400 220,429,500 215,045,700 175,105,500 175,064,100Capital Outlay

1,777,900,200 1,002,618,662 1,088,884,962 1,313,183,000 1,057,144,100Construction

23,993,630,400 25,989,415,050 27,436,858,650 23,793,452,300 24,211,557,700
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

EXPENDITURES BY FUND SOURCE
9,045,736,600 11,401,439,950 12,358,020,450 9,079,478,700 9,346,670,000General Fund

143,307,900 133,052,100 128,960,100 132,632,800 128,540,900Tobacco Settlement-Phase I

Page 25 of 476



5,551,393,700 5,338,585,423 5,502,094,500 5,465,279,900 5,375,514,900Restricted Funds
7,560,267,200 7,968,590,600 8,252,858,700 7,699,246,500 7,959,878,500Federal Funds
1,297,169,700 1,342,901,500 1,427,431,300 1,306,814,400 1,400,953,400Road Fund

395,755,300 110,000,000Highway Bonds

23,993,630,400 26,184,569,573 27,669,365,050 23,793,452,300 24,211,557,700
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES
EXPENDITURES BY UNIT

1,063,229,700 1,626,008,000 1,742,903,300 971,696,400 993,672,400General Government
229,203,000 281,738,150 296,402,950 216,506,600 218,080,900Commerce

65,453,600 62,014,200 70,297,000 29,332,500 31,798,900Economic Development
4,513,631,100 5,171,231,700 5,519,515,400 4,577,659,000 4,640,890,400Department of Education

874,260,300 918,067,700 928,242,000 858,681,000 855,506,200Education Cabinet
626,956,900 674,317,900 702,187,900 562,957,000 580,100,000Environmental and Public Protection
560,589,600 793,929,900 803,335,500 729,348,700 727,750,100Finance and Administration

7,129,672,900 7,856,859,800 8,257,142,000 7,285,265,600 7,561,802,900Health and Family Services
876,639,900 1,093,512,623 1,141,848,500 858,264,100 888,715,800Justice and Public Safety

53,013,600 61,644,300 64,105,300 70,256,200 87,194,800Personnel
5,105,569,000 5,532,349,000 5,927,018,300 5,239,769,000 5,446,699,200Postsecondary Education
2,895,410,800 2,112,896,300 2,216,366,900 2,393,716,200 2,179,346,100Transportation

23,993,630,400 26,184,569,573 27,669,365,050 23,793,452,300 24,211,557,700
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES
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Revised
FY  2008

Requested
FY  2009

_________________________________________________________

Requested
FY  2010

_________________________________________________________

FY  2009
Enacted Enacted

FY  2010
___________________________________________________________________________________________________________________________________________________________________________

Legislative Branch

SOURCE OF FUNDS
General Fund

50,182,200 59,202,300 63,175,000 52,712,900 55,452,600Regular Appropriation
7,104,900 2,986,300 6,829,400 2,986,300 6,829,400Continuing Appropriation

Total General Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

57,287,100 62,188,600 70,004,400 55,699,200 62,282,000
Restricted Funds

191,000 89,600 217,000 89,600 217,000Current Receipts

Total Restricted Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

191,000 89,600 217,000 89,600 217,000

57,478,100 62,278,200 70,221,400 55,788,800 62,499,000
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL SOURCE OF FUNDS

EXPENDITURES BY CLASS
44,919,300 45,525,300 54,398,100 35,720,300 43,947,000Personnel Cost

8,615,000 8,703,500 9,828,500 12,019,100 12,557,200Operating Expenses
957,500 1,220,000 290,000 1,220,000 290,000Capital Outlay

54,491,800 55,448,800 64,516,600 48,959,400 56,794,200
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES
EXPENDITURES BY FUND SOURCE

54,300,800 55,359,200 64,299,600 48,869,800 56,577,200General Fund
191,000 89,600 217,000 89,600 217,000Restricted Funds

54,491,800 55,448,800 64,516,600 48,959,400 56,794,200
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

The legislative powers of the Commonwealth of Kentucky are vested in the General Assembly and found in Sections 29 
through 62 of the Kentucky Constitution.  The purpose of the Legislature is to make the state’s laws, to determine the duties 
and services of government, to provide for their execution, and to levy taxes and appropriate funds for the support of 
government operations.

The General Assembly, as specified by the Constitution, consists of 38 Senators and 100 Representatives, each representing 
districts as nearly equal as possible as prescribed by Section 33 of the Kentucky Constitution.  Members of the House of 
Representatives are elected for two-year terms.  Members of the Senate serve four-year terms, with one-half of the Senate 
elected every two years.

The Legislative Research Commission is a fact-finding and service agency for the Kentucky General Assembly.  It is a 
statutory body created and maintained since 1948.  The Commission is bipartisan and is composed of the leadership of both 
the House and Senate with the Senate President and House Speaker serving as co-chairman.  The LRC staff provides 
research, bill drafting, and other administrative functions for the legislature.

House Bill 407 authorized funding for the major programs operating within the Legislative Branch of government.  The 
appropriation units are the General Assembly and the Legislative Research Commission.  The General Assembly 
appropriation is comprised of three programs, General Assembly, Kentucky Legislative Ethics, and Kentucky Long Term 
Planning and Research.  The Legislative Research Commission appropriation is comprised of a single element, the 
Legislative Research Commission.

The above General Fund appropriation to the General Assembly includes funds for the Legislators Retirement Plan in each 
fiscal year and provides for the continuation of the annual cost of living adjustment authorized for the 2006-2008 biennium.  
Notwithstanding KRS 6.190, and 6.213, the daily compensation provided by KRS 6.190 and the interim expenses allowance 
provided by KRS 6.213 for members of the General Assembly shall be authorized for the 2006-2008 biennium and shall 
continue as adjusted on January 1, 2009, and January 1, 2010, by the all urban consumer price index (CPI-U) not to exceed 
the cost-of-living adjustment provided state employees in the state/executive branch budget but not less than zero percent per 
annum. 
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Notwithstanding KRS 6.220, in lieu of stationery, there shall be allowed to each member of the House of Representatives the 
sum of $250 and to each member of the Senate the sum of $500.  This allowance shall be paid out of the State Treasury at 
the beginning of each legislative session.  

Notwithstanding KRS 45.229, any unexpended balance remaining at the close of fiscal year 2007-2008 shall not lapse but 
shall continue into fiscal year 2008-2009, and any unexpended balance in any succeeding fiscal year shall not lapse, but shall 
continue into the following fiscal year.  
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Revised
FY  2008

Requested
FY  2009

_________________________________________________________

Requested
FY  2010

_________________________________________________________

FY  2009
Enacted Enacted

FY  2010
___________________________________________________________________________________________________________________________________________________________________________

Judicial Branch

SOURCE OF FUNDS
General Fund

279,376,500 337,617,200 380,945,300 265,835,800 295,885,800Regular Appropriation
3,983,100 14,764,700 2,732,700 14,764,700 2,732,700Continuing Appropriation

-1,964,800Base Deduction

Total General Fund
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

281,394,800 352,381,900 383,678,000 280,600,500 298,618,500
Restricted Funds

34,981,800 34,913,600 24,475,800 34,913,600 14,475,800Balance Forward
16,989,400 14,943,100 16,391,100 14,943,100 16,391,100Current Receipts

8,202,300 8,202,300 8,202,300 8,202,300 8,202,300Non-Revenue Receipts

Total Restricted Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

60,173,500 58,059,000 49,069,200 58,059,000 39,069,200
Federal Funds

3,073,100 1,131,400 1,170,600 1,131,400 1,170,600Current Receipts

Total Federal Funds
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

3,073,100 1,131,400 1,170,600 1,131,400 1,170,600

344,641,400 411,572,300 433,917,800 339,790,900 338,858,300
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL SOURCE OF FUNDS

EXPENDITURES BY CLASS
194,323,100 251,661,100 261,285,700 202,797,900 202,075,500Personnel Cost

97,448,900 125,294,300 143,618,800 112,792,800 127,702,600Operating Expenses
691,100 7,408,400 8,475,000 6,991,700 8,541,900Capital Outlay

292,463,100 384,363,800 413,379,500 322,582,400 338,320,000
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

EXPENDITURES BY FUND SOURCE
264,130,100 349,649,200 383,418,500 277,867,800 298,359,000General Fund

25,259,900 33,583,200 28,790,400 43,583,200 38,790,400Restricted Funds
3,073,100 1,131,400 1,170,600 1,131,400 1,170,600Federal Funds

292,463,100 384,363,800 413,379,500 322,582,400 338,320,000
_________________________________________________________ _________________________________________________________ _________________________________________________________ __________________________________________________________________________________________________________________

TOTAL EXPENDITURES

The judicial powers of the Commonwealth of Kentucky are vested in one Court of Justice under Section 109 of the Kentucky 
Constitution.  Fully implemented in 1978, the Court constitutes a Unified Judicial System for operation and administration.  
The purpose of the Kentucky Judicial Branch of government is to provide equal justice for all persons who become involved in 
the Kentucky court system through due process of law, administered without favor, denial or delay, and to carry out all 
provisions of the Judicial Article of the Constitution.

The Kentucky court system is a four-tiered system of adjudication including a Supreme Court, Court of Appeals, Circuit Court, 
and District Court.  Moreover, in 2002, a constitutional amendment was approved formally sanctioning the creation of Family 
Courts. The goal of these courts is to hear and determine expeditiously all cases which may come before the Court of Justice 
to interpret the laws of the Commonwealth, make decisions and issue opinions related thereto.

The Circuit Clerks’ offices in each county have as their goal the provision of an effective and manageable system of clerical 
support and maintenance of court records for the circuit and district courts.

The Administrative Office of the Courts, Juvenile Services, Pretrial Services, State Law Library, the ancillary boards and 
commissions, and the local court facilities program have the following goals:

• To provide the administrative support necessary to carry on the operation of the Court of Justice and to have 
adequate personnel, facilities, equipment, and operating expenditures to carry out the Judicial Branch’s constitutional 
and statutory responsibilities.  
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• To ensure a system of financial management and accountability for the Court of Justice.

• To carry on a continuous survey of the organization, operation, and other aspects of the Court of Justice and to 
make improvements thereof.

Funding for the Judiciary has been authorized via House Bill 408.  House Bill 408 is the Judicial Branch Appropriation Bill 
authorizing funds for major programs: Court Operations and Administration, Local Facilities Fund, and the Judicial 
Retirement Plan portion of the Judicial Form Retirement System. 
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STATE OF THE COMMONWEALTH 

House Chambers  
January 14, 2008 

7 p.m.  
Governor Steve Beshear 

  
Mr. President, Mr. Speaker, Distinguished members of the Kentucky 
General Assembly, Lt. Governor Mongiardo, Constitutional Officers, 
Honorable Members of the Court of Justice, honored guests, including 
Kentucky's First Lady and my fellow Kentuckians. 
 
I stand before you in these financially demanding times proud to be your 
Governor and proud to be a Kentuckian. 
 
Those of us in this Capitol have accepted a responsibility of public 
service.  None of us takes it lightly and each of us is motivated from the 
heart.   
 
I know each of you feels as I do – grateful for the opportunity we have to 
give something back to this great Commonwealth. 
 
The towering statue of Abraham Lincoln watching over the entrance hall 
of this majestic structure has seen generations of Kentucky leaders grapple 
with the problems of their day.  
 
President Lincoln -- whose birth in Kentucky nearly 200 years ago we 
begin celebrating next month -- is a prime example of one who deeply 
believed in his cause.  But he also believed – as much as anyone ever has 
– that we are stronger together than we are alone. 
 
None of us has all the answers.   What we do have are our principles.  
 
I will never hesitate to express what I believe, and I expect the same from 
you.  But I also pledge to listen.   
We will not always agree, but we must join together to get the important 
work of Kentucky done!   
 
Only through the collective efforts of everyone in this room – and the 
citizens all across the Commonwealth who have entrusted us with this 
responsibility – can we meet the significant challenges we face, and then 
move Kentucky forward. 
 
Frankly, the state of this Commonwealth is not acceptable!  
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However, despite obvious problems, I remain filled with hope and 
optimism for the future, because I know that we can meet this test with 
determination, honesty and unity. 
 
We're going to need each of those qualities, and more, in the weeks and 
months ahead.   
 
It is my duty and my responsibility to inform you that we have some tough 
times ahead.  The revenue outlook is grim.   

 
Because of the economic slowdown, the cooling of the housing market, oil 
prices and a gap between what we spend and what we earn, we are facing 
an unprecedented budgetary shortfall.    
 
While this is a situation I inherited, it is my job to fix it – and that is 
exactly what I intend to do. 
 
It is not a time for whining or “woe is us” – it is a time for leadership, bold 
action and temporary cost cutting. 

 
We have two options:  raise taxes, or cut spending.   
 
If the Commonwealth of Kentucky were a family, and we realized we 
were spending more than we could afford, we'd have no choice but to 
tighten our belts.   
 
Well, even though state government is not a family, it's about time we 
began acting more like one.  After all, it is the people's money, and I know 
you all agree that we need to be as efficient as possible when it comes to 
taxpayer dollars. 

 
Raising taxes is and will continue to be a last resort as long as I'm 
Governor.     
 
So, that leaves cutting government spending.  We can wring more 
efficiency out of state government and I intend to do just that.   
 
It's common sense, but it will require some painful sacrifices.  
I intend to be a fiscally responsible steward of this government.  I would 
much prefer to be standing here today talking to you about all the new 
investments we're making, but much of that will have to wait for another 
day. 
 
In the short-term, this budget crisis will unfortunately reduce our ability to 
make major new investments in some important priorities – my priorities.   
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However, the need to lower prescription drug costs for our senior citizens 
will not go away!  
 
The need to increase college aid and job training will not go away!  
 
The need to send colleges and universities better prepared students will 
not go away!  
 
The need to invest in new 21st century jobs will not go away.   
 
And, I remain fully committed to those priorities. 
 
Ironically, the revenue situation I inherited becomes a golden opportunity 
to change the way we do business in Kentucky. 
 
It is an opportunity to make every state agency leaner, more efficient and 
more responsive. 
 
It is an opportunity to begin preparing Kentucky to compete in the new 
economy.   
 
It is a way to focus on economic development that will create a stronger 
economy with jobs of the future rather than those of the past.   
 
As I said in my inaugural address only a few weeks ago, we have an 
opportunity to be America's next frontier. 
 
Kentuckians are blessed with a strong work ethic.   
 
We are blessed with natural resources just waiting for conscientious 
investments from both the public and private sectors.   
 
We are blessed with unique cultures, energy resources, some Fortune 500 
companies, an equine industry of immense importance and a thriving arts 
scene. 
 
We are blessed with a sound agricultural community that is also focusing 
ahead rather than behind.  Though its size may have diminished 
somewhat, the end product has been remarkable. 
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We are blessed with dedicated teachers and administrators in our K-12 
educational system, and with institutions of higher learning committed to 
excellence.   
 
We are blessed with patriots from all branches of the military as evidenced 
by Kentucky's contributions to the global war on terrorism.   
 
The service of our National Guard in these perilous times merits our 
deepest appreciation.   

 
Yet, right now, we're falling farther behind.  Today, the Commonwealth 
still lacks the necessary economic infrastructure to be competitive in the 
global economy.   
 
Our people also lack trust in their government, and it is critical that trust 
and credibility be restored if we're to accomplish anything else. 
 
That's why I announced just last week a comprehensive ethics package 
that includes a Constitutional amendment to limit a Governor's power to 
pardon.   
 
It also reduces the Governor's influence in making appointments to the 
Executive Branch Ethics Commission and requires more disclosure of 
donations to a public official's legal defense fund while banning lobbyists 
and those doing business with the State from contributing.   
 
I am hopeful that these measures will restore some of that trust in 
government, which is so critical to our success. 
 
This legislation has bi-partisan support.  And as I have been saying for 
months, it shouldn't matter if an idea is a Democratic or a Republican idea, 
as long as it's a good idea that makes a positive difference for Kentucky. 
 
It is time to take full advantage of the untapped resources of our people 
and use them to help Kentucky become America's next frontier.   

 
That is our best hope of competing, not only with our neighbors, but also 
with the rest of the country and the world.   
 
As we examine the condition of our State, we find many positive aspects, 
but unfortunately, there are also major concerns.   
 
Last year one report ranked us 47th worst in overall innovation capacity.  
Another ranked Kentucky 49th out of the 50 states on economic dynamics. 
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And a study commissioned by the Kentucky Science and Technology 
Corporation suggests that our present 'business as usual" course would 
take the Commonwealth more than 150 years just to reach the current 
national average in per capita income.   
 
Absent a bold new direction of innovation, creativity and 21st century 
thinking, Kentucky stands little chance of being economically successful 
in the new economy.  
 
Is anyone here willing to accept this as our destiny?  I certainly am not!   
 
The days of fretting about how we are doing against border states are long 
over and a waste of time. 
 
Something has to change. The ramifications are huge and will help 
determine how successful Kentucky becomes in the future.   
 
Therefore, re-engineering Kentucky's economy from within must be 
among the highest priorities. 
 
If we do this, we will be able to afford additional investments in 
education. 
 
We'll be able to make health care accessible to all. 
 
We'll be able to invest more in job training. 
 
We will be better prepared to attack the large unfunded liability in our 
State's retirement systems.   
 
And our young people will be more likely to stay in Kentucky, thus 
keeping our families together!  
 
Ideas are the foundation of any new economy.   
 
Research and technology, biotechnology, nanotechnology, alternative 
energy -- here are areas we must compete in, especially with energy, given 
our natural resources. 
 
Encouraging new ideas, entrepreneurs and creative thinkers is what others 
have been doing with great results.  Kentucky has no more time to play 
catch-up. 
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In Shakespeare's Julius Caesar, Brutus had the right idea when he said: 
 
There is a tide in the affairs of men. 
Which, taken at the flood, leads on to fortune; 
Omitted, all the voyage of their life… 
Is bound in shallows and in miseries. 
On such a full sea are we now afloat, 
And we must take the current when it serves, 
Or lose our ventures. 
 
Brutus was referring to a battle, but what we face is no less daunting. 
 
Unless we get our financial house in order and chart a new course, 
Kentucky stands little chance of succeeding in this new economy.   
 
Gary Hamel, the internationally known business author and innovation 
strategist, in his book, "Leading The Revolution,” targets specific words as 
keys to success.  Those words?  Dream, create, explore, invent, pioneer, 
imagine.   
 
These are qualities that once were associated with Kentucky and 
Kentuckians.  And they can be again!   
It's time to recapture that spirit and create a new Kentucky. 
 
This applies to state government as well.  Government can and must be 
more accountable, more efficient and more innovative. 
 
That's why we will be looking for good ideas from every possible source, 
especially from within state government.    
 
We're looking for results through creativity, economic savings and 
efficiency! 
 
Whether you're a state employee or an average citizen, if you have an idea, 
please contact us.  No idea is too big or too small if it will help to make 
our government work better. 
 
In 2008 and beyond, the only true long-term advantage any organization 
or government has is to be on a sound financial footing and to out-think 
the competition. 
 
If not, you're doomed to mediocrity.    
 
 
 

Page 462 of 476



As I look at the state of the Commonwealth I see far too many 
Kentuckians on Medicaid.   
 
I see a growing drug problem in the smallest communities as well as our 
largest cities. 
 
I see basic service needs going unmet. 
 
I see infrastructure neglect demanding solutions. 
 
I see the fears of so many elderly who aren't sure whether they can afford 
a decent meal or essential prescriptions.   
 
I see unlimited requirements and painfully limited resources. 
 
But I also see something else. 
 
I see committed Kentuckians who want change. 
 
I see opportunities, not barricades. 
 
I see the potential for cooperation, not partisan bickering. 
 
I see a budding realization that we must generate more investments and 
jobs from existing businesses and pave the way to create new industries 
and businesses.  We must better utilize our research institutions to 
encourage the growth of the industries of the future. 
 
Success today is not about slogans or a few additions to our industrial 
base.   
 
Rather it's about a top-to-bottom infusion of imagination – a different way 
of thinking about things -- from economics and government management 
to education and transportation.   
 
It's about helping our existing companies do better and grow more.   
 
It's about attracting new talent while keeping our own right here at home. 
 
It's about creating a culture of invention, entrepreneurship and ingenuity. 
 
Silicon Valley, North Carolina's research triangle, Northern Virginia's 
high-tech corridor.   
 
These areas are engines of economic growth for their states.   
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They are engines of job creation and wealth.   
 
A growing number of countries overseas are being reinvented through 
innovation and fueled by imagination. Their governments have changed 
philosophies, with leaders willing to think more broadly while making 
investments in the future. 
 
Yes, I have been handed an unprecedented financial problem to deal with, 
but the silver lining is that it will force us to change for the better, and 
grow. 
 
If we can show Kentuckians that we can balance the budget in tough times 
and once again place Kentucky on a sound financial foundation, that we're 
changing the way their government operates, that we're more accountable, 
and are putting the people first, then we've made a solid start. 
 
This crisis can indeed be a positive turning point for Kentucky!  
 
Let me make one thing clear... the status quo is not an option and it is not 
one my administration will tolerate.   
 
Yes, a severe challenge does confront us.  A challenge for all of us to 
broaden our thinking, to consider new ideas and work together in moving 
Kentucky forward. 
 
My fellow Kentuckians, if we all work together, there is no obstacle that 
can stop us. If we all work together, then the state of our Commonwealth 
will become very strong.   
 
Very strong indeed. 
 
Thank you, God bless and goodnight.  

 
### 
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State Budget Address 
                                              House Chambers 

                 Tuesday, January 29, 2008 
7p.m. 

Governor Steve Beshear 
 
Mr. President, Mr. Speaker, distinguished members of the Kentucky General Assembly, 
Lt. Governor Mongiardo, Constitutional Officers, Honorable Members of the Court of 
Justice, honored guests, including my First Lady as well as Kentucky's, and my fellow 
Kentuckians. 
 
Last year while running for governor, I envisioned this first budget address to be a night 
where I unveiled a plan brimming with bold and creative new programs.    
 
However, that evening will have to wait.   Because tonight, we deal with cold, harsh 
reality.  
 
During the last month, I've outlined the problems I've inherited – first, a budget shortfall 
of about $434 million for the current fiscal year.   
I have already eliminated a major portion of that shortfall by issuing a budget reduction 
order, and I am recommending the remaining steps to be taken to solve that problem in 
the revised budget for the current fiscal year I am submitting to you tonight.   
 
But even more daunting are anticipated shortfalls in both years of the next biennium.   
 
Last October, the Consensus Forecasting Group, an independent body statutorily created 
to estimate revenues upon which my budget, by law, must be based, revised its revenue 
estimates down for the current year and for the next two years.   
 
On December 18, and then again on January 16 of this year, this group reduced their 
estimates even further.   
     
To be more specific, projected revenues are now $580 million less in the first year of the 
biennium than what we are spending this year, and $306 million less in the second year.  
     
Budget Director Mary Lassiter has worked on seven state budgets.  She says that while 
our Commonwealth has faced revenue shortfalls before, we are in an unprecedented 
position – facing revenues in the next two fiscal years far below our spending levels of 
today.   
     
Now, we are not alone.    
 
Some thirty-five to forty other states are facing shortfalls and budget reductions, too.    
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Florida, for example, sliced sixty-five million dollars from its public universities in 
December.   
 
Maine is eliminating seventy million dollars from health and human services.   
 
Virginia has asked its three leading universities to cut seven point five percent of their 
budgets and Rhode Island plans to remove one thousand state jobs while eighteen 
thousand people could lose health insurance. 
   
In Kentucky, we are dealing with inherited numbers so dire that were we to allow it, they 
could cast a deep, dark cloud over this Commonwealth for an immeasurable period. 
 
But dark clouds are for the   weak, the timid, the narrow thinkers and those unwilling to 
roll up their sleeves to work smarter, harder and more efficiently. 
 
This night we do not shrink from the task.  Rather, we accept this challenge to lead!    
This night we unveil a budget that – albeit austere to the point of pain – will once and for 
all start us on a path toward financial stability. 
 
Based on projected revenues  for the next two years, our spending plan is logical, well-
reasoned and strategic. 
 
This is a budget in which state government and all of its organizations must prove that 
they can be better stewards of the taxpayers' hard-earned money. 
 
A dilemma facing most new governors as they hurriedly cobble together their first 
spending plan is figuring out where to spend new money.   
  
But for this new governor, there is no new money.  
 
There is less. 
  
Must we severely tighten our belts?  Yes.  But in spite of that, my friends, this is not a 
budget of retreat.   
 
 In this budget, we have laid the groundwork for regaining our financial footing.   
 
And, although difficult decisions have been forced upon us, we have carefully identified 
ways to advance, areas in which we can improve the lives of Kentuckians on several 
levels, often with little spending. 
 
Though limited, such actions can lead to real achievements.   As Ralph Waldo Emerson 
penned, “The creation of a thousand forests is in one acorn.” 
     
 
Let's take a look at some of the acorns in this proposed budget.   
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FIRST, K-12 EDUCATION. 
  
My commitment to the education of children in elementary and secondary schools 
remains steadfast.  K-12 education is our highest priority, as it should be.    
 
Our founding fathers said exactly that when they constitutionally mandated an adequate 
system of education for children. 
 
Without providing our children a proper foundation at the elementary and secondary 
levels, the role of colleges and universities is diminished because of remedial 
requirements placed upon them. 
 
So, while most of the rest of government will have to make do with significantly less, this 
budget provides the funding to maintain the SEEK base per pupil guarantee for the next 
two years.   
 
I fully recognize that protecting the education of our children by sparing SEEK from cuts 
has serious consequences elsewhere, since it represents thirty-three percent of the General 
Fund.   But it is the right choice. 
 
Furthermore, although we cannot do all that I would like in the field of early childhood 
education and development, we must take steps forward.   
 
To begin that process, I will  create an early education and care coordination committee.    
 
This committee will bring all providers – the public school sector, the private sector and 
Head Start – to the table to increase service efficiency, reduce duplication and produce 
common standards of practice. 
 
As conditions improve, we must expand the availability of early care and education to 
more Kentucky children. 
 
HIGHER EDUCATION. 
 
In postsecondary education, I am deeply disturbed by the agonizing position in which we 
find ourselves.   
 
I strongly believe in the missions and goals of our colleges and universities, and I regret 
offering a budget with reductions in this area.   
 
But given severely limited resources, the fact that I have recommended no reduction in 
the formula which funds K-12 education, and the fact that we must provide for the basic 
health and human needs of the most vulnerable in our society, we will simply be unable 
to maintain the current level of increased spending for institutional operating budgets. 
I have been warned about the easy option of large tuition increases.   
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I urge all of the presidents and boards of our universities to scrutinize their own 
operational costs, as the rest of government has to do.  
 
Now is the time for all of us to discover greater management efficiency and cost 
containment. 
 
But I also believe that in spite of the necessity of reductions, this budget provides ways to 
continue the momentum begun by the 1997 higher education reform effort.   
 
In this budget: 
I recommend that the need-based student financial aid programs be held harmless from 
budget cuts. 
 
In addition, I recommend funding of the Kentucky National Guard tuition award 
program.   
 
The men and women serving our nation and our Commonwealth deserve no less.   
 
What we also can do at this time is address some of the capital needs of our universities – 
both human capital and bricks and mortar needs – in helping meet 20 20 goals of 
excellence.   
 
I recommend a sixty million dollar bond authorization for a new round of “Bucks for 
Brains.”    
 
This program has attracted and retained some of the brightest faculty and research teams 
in the nation.  In times like these, we simply must invest in the future.  
 
I recommend restoration and funding of all previous vetoed bond projects that have not 
moved forward.  These had the support of both the House and Senate in 2006.  Many are 
on the campuses of our state universities.  There should be no debate about moving 
forward now. 
 
 In addition, I recommend that the General Assembly authorize all of the agency bond 
projects requested by the universities for this biennium.   
 
As you know, these projects require no debt service from the state.  Rather, such bonds 
are paid for by the universities' own revenues.   
 
By authorizing all such   requested projects, the universities will have the flexibility they 
need to choose the ones most important to them. 
 
As you will see when you review my entire recommended capital construction budget, 
we can authorize all such projects and still remain within our debt capacity policy.   
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We also must address two university projects that won't cost additional general funds.   
 
Murray State University needs authorization to finish its Chemistry Building with funds 
previously authorized.   
 
The University of Louisville requires authority to spend private funds to renovate Papa 
John's Cardinal Stadium.  I recommend language which will allow both projects to 
proceed.   
 
My friends, if and when additional resources become available, higher education should 
be a top priority for new funds. 
 
HEALTH CARE. 
 
The Medicaid program is receiving the largest amount of new funding in this budget. 
 
Why? Because health care costs continue to rise, and new funding is required to simply 
maintain the program which provides the healthcare safety net for thousands of 
Kentuckians.   
 
Through this budget, more than 722,000 Kentuckians each year will continue to receive 
coverage under the Kentucky Medicaid Program.   
     
And we are not cutting eligibility for the program.  
 
However, we must implement a strategy for coordination and improved oversight of 
many of the components of the Medicaid Program to live within the available dollars.  
We must manage this program better. 
     
We will continue to implement components of the reforms in the Medicaid program that 
were contemplated in the last budget.  
 
And, we will have to find ways to reduce expenditures in some areas. 
   
There are other limited areas where we have to find ways to do more.   
 
I recommend additional funding to increase alternatives to institutionalization for 
individuals so that they may choose consumer-directed program services in community 
based settings.   
 
This budget adds 150 placements in the first year and 300 placements in the second year 
for the Supports for Community Living program and implements a new waiver to serve 
individuals with mental retardation and developmental disability who previously could 
not access community-based services. 
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This budget also contains increased funding for a new program of Long Term Care 
coverage to individuals with an Acquired Brain Injury, and proceeds with the “Money 
Follows the Person” initiative which allows individuals in a nursing facility or other 
institutions to return home to the community. 
 
 However, we cannot continue spending dollars in the same old way.   
 
We must look across the continuum of the Medicaid program to ensure that we are 
getting good value for the dollars paid for health care services, and that the program itself 
is administered in the most cost-efficient manner. 
 
I am committed to continuing the planning process for replacement of Eastern State 
Hospital.  I have asked the Secretary of the Cabinet for Health and Family Services to 
evaluate options for the planning of, and financing for, the replacement of that facility. 
 
The Secretary will propose a plan by December 2008 for the replacement of the facility. 
 
I recommend issuing bonds to replace the Glasgow State Nursing Facility operated by the 
Department of Mental Health and Mental Retardation.  The existing facility is 
deteriorating alarmingly, and will soon be unsafe for use. 
 
JUSTICE. 
 
Getting a handle on the soaring expenditures for this state's justice system is among our 
greatest challenges.   
 
During the past thirty years, Kentucky's crime rate has remained virtually flat, increasing 
only about three percent.   
 
But our incarceration rate has increased by 600 percent in the same timeframe.   
 
In 1970, Kentucky had 2,838 state prisoners.  As of last week, the state's inmate 
population stood at 22,442.     
 
 By the end of the upcoming biennium, that number is expected to easily top 23,000.  
Kentucky's corrections budget has swelled to nearly $398 million in general funds.  And 
it is still not enough.  
    
I will appoint a criminal justice task force, comprised of representatives from all parts of 
the system, to undertake a comprehensive review of Kentucky's penal code, sentencing 
guidelines and related issues.   
 
Its goal will be to ensure protection of the public and appropriate punishment of 
offenders, while developing ways to better control the costs of this system. 
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However, while reforms in this area could reduce the populations in our jails and 
minimum security facilities where large numbers of less serious offenders are now held, 
there is unfortunately already a demonstrated need for more space to house serious and 
violent offenders who cannot be held in those other facilities.   
 
Therefore, I recommend the expansion of the Little Sandy Correctional Complex in 
Elliott County to accommodate that need.   
 
The rest of the justice system will experience budget reductions.   
 
However, because of their vital role in the protection of the public, I recommend smaller 
reductions to these areas of government than many other areas.   
 
TRANSPORTATION. 
 
Unfortunately, our road fund is not much better off than the General Fund over the next 
two years.   
 
We do have some revenue growth predicted, primarily due to the increasing cost of 
gasoline.   
  
The good news for local governments is that the revenue-sharing program will see some 
growth.   
 
The bad news for state government is that almost all of the revenue growth predicted is 
already obligated to numerous prior commitments.   
 
In fact, the last two years saw record spending on highway contracts, and when we 
arrived on December 11th, we found that of the $65 million that had been placed in the 
Highway Contingency Fund, all but $307,000 had already been spent.   
 
The bottom line is there's little new money available for additional projects.   
 
ECONOMIC DEVELOPMENT. 
 
Refocusing Kentucky's economic development strategies and practices is of the utmost 
priority.   
 
When our Economic Development Cabinet was created in the 1990s, it was given the 
task of creating a statewide economic development strategy.   
 
However, over the years that strategy has become more and more limited and dated.   
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It is time to revitalize our economic development efforts, and as chair of the Economic 
Development Partnership Board, I will work with the Secretary of that cabinet to review 
and revise our strategy, giving it a new focus on the entire state and on twenty-first 
century jobs.   
 
In addition, in tight times more than ever, Kentuckians deserve to know how state dollars 
are spent on economic development deals.   
 
I have instructed the Cabinet to make all such incentive agreements available through a 
searchable database.  
 
Finally, an immediate and major new economic development opportunity arises out of 
the federal government's decision to change and expand the mission of the Fort Knox 
military facility.   
 
This effort will result in the Commonwealth becoming the beneficiary of hundreds of 
millions of dollars in federal investment as well as thousands of jobs.   
 
Our response will likely require state investments in roads, schools, and other 
infrastructure.   
 
But the return is enormous – in tax dollars, spending power, high-salaried twenty-first 
century jobs, construction benefits and the preservation of Fort Knox. 
 
To be prepared to address these critical needs, I recommend: 
 
Fifty million dollars in economic development road bonds to support pre-construction for 
road projects needed for the successful build-out of the new federal facilities. 
 
Fifty million dollars in economic development bonds to address other potential 
infrastructure needs in the area.   
 
I will also appoint an implementation team to move forward and build upon the good 
work carried out by the initial Base Realignment Task Force.   We cannot afford to miss 
this opportunity. 
 
CAPITAL INVESTMENTS. 
 
Considerable thought has been given to the appropriateness of issuing debt when we face 
cutbacks in so many areas.  Some will say that now is not the time to invest in 
infrastructure and other capital needs.   
 
I believe that this is exactly the right time.   
 
Carefully planned investments will allow us to continue the positive momentum we have 
built in several areas.    
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Fortunately, if we have to borrow, we can do so by capturing low interest rates.  
Furthermore, capital investments, where appropriate, have an added advantage of 
creating construction and related jobs.   
 
My capital investment focus has three components: 
 
Honoring prior commitments. 
 
Investing in critical needs. 
 
And giving the universities flexibility to issue debt that they will repay with their own 
money, a topic which I have already discussed. 
 
In the area of honoring prior commitments, I recommend the following: 
 
We should issue one hundred million dollars in bonds for the School Facilities 
Construction Commission.   
  
The initial Offers of Assistance for these projects were authorized in the 2006-2008 
budget.   
 
Prior promises to our school districts have been made, and they should be honored.   
 
I also recommend that we authorize an additional 100-million dollars in offers of 
assistance over the next biennium.  We must provide adequate facilities in which our 
children can be educated. 
 
We should complete the statewide public safety communications network.   
 
We have deployed the system in eastern Kentucky; now we must finish deploying the 
technology in the western part of the state.  This is a critical public safety issue. 
 
Finally, as I have already mentioned, we should restore all 2006 vetoed bond projects that 
have not moved forward. The time to act on them is now. 
 
 In the area of investing in critical needs, I have already mentioned the investment we 
should make in a Bucks for Brains program, the Fort Knox expansion and realignment 
effort, the necessity of expanding the Little Sandy Correctional Complex and the need to 
pursue a replacement facility for Eastern State Hospital.   
 
In addition, I recommend: 
 
Additional bond funds for the Kentucky Infrastructure Authority, both to match federal 
funds and to address water and sewer needs in our coal-producing counties - a critical 
health and safety issue.    
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Funds for flood control matching grants and state-owned dam repair. 
 
Replacing the power plant at Morehead State University.  It has been patched together 
and is operating with a very temporary solution.   
 
$3.7 million in agency bonds for infrastructure at Bluegrass Station.  Two weeks ago a 
fire there destroyed a building the state leased to private enterprise.  This is the second 
fire in the last year.   
 
Unfortunately, the infrastructure is insufficient to supply adequate water pressure for fire 
suppression.  This is unacceptable.  
 
Although we have looked throughout state government for money to balance the General 
Fund, I recommend that we respect the integrity of two distinct funds.   
 
First, I feel strongly about keeping our commitment to agriculture as we continue 
investing in the agricultural economy. We must increase net farm income.   
 
I recommend that we honor the commitment made to the agriculture community to 
allocate fifty-percent of the Master Settlement Agreement funds to agriculture 
development.   
 
In addition, restoring and funding the 2006 vetoed bond projects will allow for the 
expansion of the University of Kentucky Livestock Disease Diagnostic Center.   
 
The additional space will help to meet the ever-increasing demands for disease diagnosis 
and research to safeguard the animal population. 
 
 Second, coal severance funds should continue to flow to the coal counties.   
 
However, I am recommending two initiatives for use of some of these funds: 
 
The mine safety inspection and training program is critical.   
 
Legislation you enacted in the past two sessions calls for an increase in mine inspections 
and mine safety training.   
 
Yet, that program has not been funded.  I recommend that we fund those requirements 
from coal severance funds.   
 
And, as I have already mentioned, we must concentrate on the pressing needs for 
adequate water and sewer infrastructure in our coal counties. Therefore, I am 
recommending a $50 million bond pool to address these needs.   
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Another area we must address is our public pension systems.  They have large unfunded 
liabilities.   
 
This problem did not appear overnight, and Kentucky cannot and will not solve it 
overnight – particularly through some large infusion of cash.  Again, right now, there is 
no cash! 
 
What we can do now is address the increasing costs.  These programs are not sustainable 
at current levels.   
 
Therefore, I will offer a specific proposal on pension reform in the coming weeks and I 
look forward to working with you as we resolve this critical problem. 
     
Presenting a budget with significantly less resources will force us to become more 
efficient.   
 
It will force us to rethink how state government operates.  And by doing so, we will be on 
a firmer financial footing. 
 
This proposed budget relies on some one-time money, but not nearly as much as the 
current budget.   
 
We have used most of our rainy-day fund to balance this budget, and we have identified 
many sources of non-General Fund money to help balance it.   
 
By doing so, we will be able to bring authorized spending levels back to current levels by 
the end of the biennium.  
  
But we have decreased our reliance on those one-time funds.   
 
In fact, we have reduced our reliance on one-time funds to support recurring spending by 
more than fifty percent.   
 
We should strive in the future to reduce that reliance even further, so that we don't find 
ourselves in this position ever again.   
 
Yes, there will be future downturns in the economy, but our ability to withstand them will 
be enhanced once we balance our budget with recurring sources of revenue. 
 
However, even when the economy turns around and our revenues begin to rise again, I 
know that we all want to move forward faster.   
 
We want to more rapidly improve the quality of life for all Kentuckians in areas such as 
education, healthcare and better jobs.   
 
And to do that, we need a major new source of revenue.   
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I have said many times that raising taxes is a last resort.  But there is another option.   
 
Other states' gaming facilities are on most of our borders, and each year thousands of 
Kentuckians visit them and spend over one billion dollars of their entertainment money.   
 
Right now, those Kentucky dollars are educating Indiana's kids, providing healthcare for 
Illinois' seniors, and paving West Virginia's roads.    
 
Do we want Kentucky money continuing to benefit the people of other states, or do we 
want to bring it home to improve the quality of life of our own people?   
 
While estimates vary, it is safe to say that allowing limited expanded gaming in Kentucky 
would result in hundreds of million dollars in new tax revenue every year.   
     
Kentuckians have overwhelmingly indicated that they want the right to vote on this issue, 
and it is time that you allow them to do so.   
 
In the coming weeks, I will be submitting to this General Assembly a constitutional 
amendment which would allow the people of our state to vote on whether to allow 
limited expanded gaming in Kentucky.   
 
I call upon you to pass that amendment and place it on November's ballot.  I trust the 
people of this state to make the correct decision.  It is time that you also place your trust 
in them.  
 
So there you have it.   
 
I commend this budget to you for your review and action.  I understand that you may 
have somewhat different priorities, and I look forward to working with you as we finalize 
our plans for Kentucky's future. 
 
Yes, we are in tough times, and just like Kentucky families who find themselves in a 
similar situation, we must tighten our belts and balance our checkbook.   
 
But, my friends, if we work together we are going to come out of this in much better 
shape than we were before.    
 
It is time to get our financial house in order. It is time to chart a new course.   It is time 
that Kentucky once again rises to the top. 
 
For Kentucky to become this nation's next frontier will require bold, honest and 
unflinching leadership.   Together, we can provide that leadership, starting tonight. 
  

### 

Page 476 of 476


	Acknowledgements
	Table of Contents
	General Fund Summary
	Road Fund Summary
	Tobacco Settlement - Phase I Summary
	Capital Projects Summary
	General Fund Revenue Receipts
	General Fund Expenditures
	Distribution of General Fund Appropriations
	Distribution of All Funds Appropriations
	Debt Financing
	Revenue Estimates 
	Commonwealth of Kentucky Summary
	Executive Branch Summary
	HB 406 Veto Messages
	HB 406
	HB 410
	HB 514
	HB 608 Veto Messages
	HB 608
	Legislative Branch Summary
	HB 407
	Judicial Branch Summary
	HB 408 Veto Messages
	HB 408
	State of the Commonwealth Address
	State Budget Address



