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Agenda

|.  Purpose and Introductions
Il. Background and Select Highlights of Survey Results

lll.  Supporting Benchmark Details and Graphs

— employee premiums

— medical plan design

— trends by plan option / consumer directed health plan (CDHP)
— total cost by region, industry and size

V. Questions & Discussion

V. Appendix — Average Cost (total, region, industry, size)
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Background of Mercer Health Plan Survey Results

» Established in 1986, national probability sample used since 1993

» All employers with 10 or more employees are surveyed using a stratified random sample; national and
regional data are projectable. Industry group and smaller geography samples and results are unweighted,;
as the response group narrows, the statistical variance widens

» 2,833 employers patrticipated in 2010

* In this presentation, we refer to:
— Small employers: between 10 and 499 employees (public and private)
— Large employers: 500+ employees (public and private)
— National 10-49: all public and private employers with between 10 and 49 employees
— National 50-199: all public and private employers with between 50 and 199 employees
— States 500+: state government employers, 500+ employees
— Florida 500+: all public and private employers in Florida, 500+ employees
— Florida Private 500+: all private employers in Florida, 500+ employees
— National 500+: all public and private employers, 500+ employees

» State of Florida and other values in this 2011 report reflect 2010 survey responses

» Total Gross Annual Cost is the employer plus employee premiums (not out-of-pocket costs) for
active covered employees / dependents medical, prescription drugs, dental, mental health, and vision claims
and administrative costs

MERCER 2



Select Highlights of 2011 Survey of 2010 Results

» Health costs continue to increase two to three times the rate of wages or general inflation, with cost
increases after plan changes for Large employers in 2010 of 8.5%, predicted 6.4% in 2011

* Cost by Size — Average National health benefit cost per covered active employee among Small employers
(10-499 employees) was $8,825 as compared to $10,073 for Large employers (500+ employees)

* The lower cost for smaller groups generally reflects higher “cost-sharing” (deductibles, copays, coinsurance,
out-of-pocket) paid by Small employer’s employees, as compared to Large employers (500+ employees)

* Regional Cost — Average $10,073 cost per employee for Large public and private National employers was
higher than in the South ($8,960) and in Florida ($9,053), and less than all other regions (range $10,112 to
$11,060). Among Florida private Large employers, the comparable cost is $8,594.

» Industry Cost — For the last 8 years (2003-2010), Government average cost per employee ($8,302) was
higher 6 and 7 of the 8 years when compared to all Large employers ($8,099) and employers with 20,000 or
more employees ($7,978), respectively

— For 2010, similar results are evident for South Government 500+ ($9,628) versus South Non-
Government 500+ ($9,072); and Florida Government 500+ ($10,553) versus Florida Non-
Government 500+ ($8,594)

* Results should be considered in context of current and future strategy, objectives and environment
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Supporting Benchmark Details and Graphs




Total Health Benefit Cost for Active Employees up 8.5% in 2010
Large employers (public and private)

2009 2010
Florida Large Private Employers $8,077 $8,594
National Large Private Employers $9,272 $9,836 +6.4%*

+8.5%

6.1%

1610, T64% $10,073
+5.1% $9,286
+6.7% $8,728
+10.2% +9.0% $7,832 $8,229
+11.5% $6. 918$7 379
+12.1% $6,348
$5,758 I I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

*Average increase projected for 2011 after changes; increase of 9.3% predicted before changes
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2010 Contribution Benchmarks versus 2010 Plan
Monthly employee contribution (dollars)

Employee Contribution Benchmarks

$600
$500

$400

$300

$200

" Al o
0 I—TDIEI)-IIP w/ HSA- H.DDHIP w/ HSA-
PPO-Single | HMO-Single Single PPO-Family | HMO-Family Family

W State of Florida- 2010 $50 $50 $15 $180 $180 $64
B National 10-49 $131 $167 ID $536 $504 ID

O National 50-199 $130 $102 ID $520 $530 ID

W States 500+ $93 $56 $30 $306 $179 $169
B Florida 500+ $112 $104 $68 $430 $410 $318
B Florida Private 500+ $121 $121 $76 $460 $471 $353
O National 500+ $103 $99 $59 $361 $334 $236

“ID” indicates Insufficient Data
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. HDHP w/ HSA is High Deductible Health Plan with He

alth Savings Account




2010 Contribution Benchmarks versus 2010 Plan
Monthly employee contribution (as a percentage of premium)

Employee Contribution Benchmarks

70%
60%
50%
40% -
30%
20%
10%
0% HiDDHIP / HSA H.DlD—:P / HSA
PPO-Single | HMO-Single Sin‘g’le PPO-Family = HMO-Family Fa:’n"”y
m State of Florida- 2010 10% 10% 3% 16% 16% 6%
B National 10-49 30% 33% ID 63% 58% ID
O National 50-199 28% 24% D 47% 50% D
B States 500+ 18% 14% 7% 28% 18% 18%
B Florida 500+ 27% 25% 20% 32% 30% 31%
B Florida Private 500+ 30% 29% 23% 34% 34% 35%
O National 500+ 23% 24% 18% 31% 28% 25%

“ID” indicates Insufficient Data
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2010 PPO Benchmarks versus 2010 Plan
Individual deductible

In Network Deductible Out of Network Deductible
60% - State of Florida: $250 60% State of Florida: $750
50% | National 10-49; $1,000 50%- National 10-49: $1,500
40%- Florida Private 500+: $500 40%- Florida Private 500+ $800

30%-

$1000r  $101-  $250  $251-  $500  $501-  $1.000 More than Lessthan ~ $250 $251-  $500 $501-  $751-  $1,000 More than
less $249 $499 $999 $1,000 $250 $499 $750 $999 $1,000

O National 50-199
W States 500+

@ Florida 500+

O National 500+
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2010 PPO Benchmarks versus 2010 Plan

Family deductible

In Network Deductible

State of Florida: $500

National 10-49: $2,500

Florida Private 500+: $1,500 =

$2500r  $251- $500 $501- $751-  $1,000 $1,001- Morethan
less $499 $750 $999 $1,500  $1,500

MERCER

70%-1

60%-1

50%

40%

30%-

20%

10%-

0%-

Out of Network Deductible

State of Florida: $1,500

National 10-49: $3,600

Florida Private 500+: $2,000

$2500r  $251-$499
less

$500

$501-$750 $751-$999  $1,000 $1,001-  More than
$1,500 $1,500

O National 50-199
W States 500+

@ Florida 500+

O National 500+




2010 PPO Benchmarks versus 2010 Plan
Participant coinsurance

In Network Coinsurance Out of Network Coinsurance
0/ 113 0
60% Stat.e of Florida; 20% 60%- State of Florida: 40%
National 10-49: 20% National 10-49: 30%
0% Florida Private 500+ 20% S0%T"|  Florida Private 500+ 40%

40%- 40%

30%- 30%1

20%:- 20%-

10%- 10%1

0%-

0%
0 5 10% 15%  20% 5% 30% 35%  40%  45%  50% S 0% 1% 20% 2% 30% 3% 40% 4% SO%

O National 50-199
W States 500+

@ Florida 500+

O National 500+
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2010 PPO Benchmarks versus 2010 Plan
Individual out of pocket maximum (OOP), including deductible

In Network OOP Out of Network OOP
01 | g ateof Florida: $2750 50% State of Florida: $3,250
ale ol Flornaa: »Z, i 40"
National 10-49: $2,800 Ela“zna;l_o ‘:95 i‘(‘)foég -
0/, orda Frivate L9,
40%T| Florida Private 500+ $2.500 40%
30%- 30%:

20%

10%

Lessthan ~ $1,000-  $1,500-  $2,000-  $2500-  $3,000-  $4,000-  $5,000 or 0%
$1,000  $1499  $1999  $2499  $2999  $3999  $4999  more

Less than $2,000 $2,000-$2,999  $3,000-$3,999  $4,000-$4,999  $5,000-$5,999  $6,000 or more

O National 50-199
W States 500+

@ Florida 500+

O National 500+
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2010 PPO Benchmarks versus 2010 Plan
PCP office visit copay and coinsurance

PCP In Network Copay Out of Network Coinsurance
50%1 State of Florida: $15 PCP/ $25 SCP S0%7 | State of Florida: 40%
National 10-49: $25 PCP/ $50 SCP National 10-49: 30%
40%1 o D . ]
0 Florida Private 500+ $20 PCP/ $35 SCP 40%7| Eporida Private 500+ 40%

30%-+

20%

10%-

$5 $10 $15 $20 $25 $30 $35 $40  More than 0%
$40 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

O National 50-199
W States 500+

@ Florida 500+

O National 500+
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70%1

60%-1

50%-1

40%1

30%-1

20%1

10%-

0%

2010 HMO Benchmarks versus 2010 Plan
PCP office visit and emergency room copays

In Network PCP Office Visit Copay

State of Florida: $15 PCP/$25 SCP

National 10-49: $20 PCP/ $40 SCP

Florida Private 500+: $20 PCP/ $35

Less than
$10

MERCER

$10 $15 $20 $25 $30 $35 $40  More than
$40

70%-

60%-1

50%-1

40%1

30%-1

20%

10%f

0%-

In Network Emergency Room Copay

State of Florida: $50

National 10-49: $100

Florida Private 500+: $150

Lessthan $25  $25-$49 $50-$74 $75-599 $100-$149  $150-$199  $200 or more

O National 50-199
W States 500+

@ Florida 500+

O National 500+
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2010 Consumer-Directed Health Plan (CDHP) Benchmarking

HSA Based Consumer Directed Health Plan

State of Florida

S TATES 500+

F .ORIDA 500+ NATIONAL 500+

Deductible
Employee-Only Coverage $1,250 $1,500 $1,500 $1,500
Family Coverage $2,500 $3,000 $3,000 $3,000
Maximum OOP For Employee-Only Coverage $4,250 $3,000 $3,000 $3,000
Maximum OOP For Family Coverage $8,500 $7,500 $6,000 $6,000
Yes
Preventive Care Coverage Under HSA-Based CDHP
Covered at 100% For Defined Set Of Services Yes 90% 83% 2%
Covered at 100% With Dollar Limit Per Year N/A 0% 6% 10%
Covered Same As Other Services N/A 10% 0% 10%
Covered Some Other Way N/A 0% 11% 9%

MERCER
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Enroliment in CDHPs Continues to Rise as HMOs Lose Ground
Percentage of all covered employees enrolled in each plan type

2010 69% 19%
2009 69% 21%
2008 69% 23%
2007 23%
2006 61% 9% 24%
2005 61% 10% AT
2004 58% 10% 27%

B PPO HPOS HPPO/POS* mHMO mCDHP ' Traditional indemnity plan

*Combined in 2008 due to declining offerings of/enroliment in Point of Service (POS) plans.

MERCER

11%

9%
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Objectives for HSA-eligible CDHPs
Percent of large HSA sponsors rating objective “very important”

Lower organization’s benefit cost

60%

Promote health care consumerism

47%

Improve package of benefit offerings; add choice
42%

Provide tax effective savings vehicle
37%

Provide funding vehicle for retiree medical
31%

<
m
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O
m
Pyl
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Supporting Benchmark Cost Detalls
Average total health benefit cost per employee, by employer size

10,283 :
$10,179 $ $10,237 $9.702 $9.838

$9,073
$8,298

10-49 50-499 500-999 1,000-4,999 5,000-9,999 10,000- 20,000 or
19,999 more
Number of employees
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Factors that Affect Average Cost per Employee
Region — Large employers

$11,060

$10,643

South Midwest West Northeast

$10,112

$8,960

1

* Florida’s 2010 average cost per employee was $9,053. FL results not weighted like Region results.
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Factors that Affect Average Cost per Employee
Industry — Large employers

$11,515

$9,911 $9,996 $10,177 $10,345 $10,423

$7,829

Wholesale/ Retall Financial Govemnment Manufacturing Services Health care Transp./
Services Communic./
Utility
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Factors that Affect Average Cost per Employee
Florida 500+, South 500+ and National 500+ (Government/Non-Government)

$10,553
$8,594

$9,072

Florida Florida 500+
Private 500+ (Government)
(Non-
Government

MERCER

$9,628

$9,836  $9,996

South 500+ South 500+

(Non-
Government)

(Government)

National National 500+
500+ (Non- (Government)

Government)
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Factors that Affect Average Cost per Employee
National 10-49, National <500 & National 500+ (Government/Non-Government)

$10,097
$8,525

$9,061

National  National 10-49
10-49 (Non- (Government)
Government)

MERCER

$10,371

$9,836  $9,996

National

<500 (Non-
Government)

National <500
(Government)

National National 500+
500+ (Non- (Government)
Government)
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Questions & Discussion




Appendix




Mercer Survey Data

2010 MERCER NATIONAL SURVEY OF EMPLOYER-
SPONSORED HEALTH PLANS

Average Cost* Per Employee

2010 2009 2008 2007 2006 2005 2004 2003
Large Employers $10,073  $9,286 $8,728 $8,229 $7,832 $7,379 $6,918 $6,348
By region
West $10,643  $10,049  $9,069 $8,577 $7,851 $7,364 $6,852 $6,616
Midwest $10,112 $9,403 $8,640 $8,513 $8,039 $7,757 $7,223 $6,602
Northeast $11,060  $9,830 $9,401 $8,599 $8,351 $7,744 $7,279 $6,717
South $8,960 $8,299 $8,157 $7,462 $7,216 $6,824 $6,467 $5,783
By industry
Manufacturing $10,177 $9,492 $9,222 $8,612 $8,143 $7,868 $7,279 $6,956
Wholesale/Retall $7,829 $7,338 $6,881 $6,774 $6,330 $5,862 $5,775 $5,293
Services $10,345  $9,039 $8,426 $7,513 $7,258 $7,016 $6,488 $6,017
Transport/Communic/Utility $11,515 $10,875  $9,329 $8,974 $8,520 $8,129 $7,906 $6,637
Health care $10,423  $9,345 $8,858 $8,480 $8,123 $7,672 $7,120 $6,538
Financial Services $9,911 $9,199 $8,400 $8,532 $8,137 $7,428 $6,942 $6,587
Government $9,996 $9,779 $9,226 $8,422 $8,249 $7,754 $6,921 $6,069
By number of employees
500-999 $10,179  $9,276 $8,639 $7,614 $7,560 $7,361 $6,974 $6,416
1,000-4,999 $10,283  $9,412 $8,757 $8,097 $8,101 $7,543 $6,928 $6,573
5,000-9,999 $10,237 $9,589 $8,820 $8,540 $7,897 $7,250 $6,828 $6,213
10,000-19,999 $9,702 $9,067 $8,917 $8,726 $7,890 $7,784 $7,085 $6,430
20,000 or more $9,838 $9,146 $8,648 $8,292 $7,684 $7,178 $6,857 $6,183
All employers $9,562 $8,945 $8,482 $7,983 $7,523 $7,089 $6,679 $6,215
Small employers $8,825 $8,452 $8,069 $7,608 $7,140 $6,670 $6,359 $6,027

* Total gross annual cost (claims cost and administrative cost) for all medical, dental, prescription drug, mental health, vision and
hearing benefits for active employees and their covered dependents, divided by the number of covered active employees. Total
gross annual cost includes employee contributions (payroll deductions), if any, but not employee out-of-pocket expenses
(deductibles, copays, etc.).
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THE FLORIDA SENATE
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GOVERNOR RICK SCOTT
Fiscal Year 2012-2013

“By focusing on our commitment to education,
we can ensure Floridians have the skills to
gain employment.”

“By lowering taxes and reducing regulations,
we can create a competitive advantage for
Florida businesses, allowing them to grow
and put more Floridians to work.”

“By embracing the competitive spirit and
principles of limited government, we can keep
the cost of living low for Floridians.”

Policy and Budget Recommendations




State of the States

Revenue Remains Below Pre-Recession Levels

FY 2012 Spending Remains $20 Billion below FY 2008
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General Fund Revenue: FY 2007 - FY 2012

(Billions)

5680

5655

5667

FY2007  FY2008
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FY2009  FY2010  FY2011  Fy2012*

*FY 2007-2010are actual. FY2011is preliminary actual and FY 2012 s enacted.
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Source: National Association of State Budget Officers (NASBO) 2




Medicaid Spending Continues to Drive General Fund Spending Growth

$25.0

$20.0

Billions of Dollars

Changes in General Fund Spending by Category Between FY 2011 and FY 2012

$19.4

':BD.G $D.O

Dataisbased on comparative levels of enacted spending in FY 2011 and FY 2012

Source: National Association of State Budget Officers (NASBO) 3




State of the States

14.0%

12.0%

10.0%

8.0%

6.0%
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General Revenue Balances as a Percent of Expenditures

(All 50 States)
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\ 10.1%

\8.6%
N

6.4% 6.2%
— il
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Source: National Association of State Budget Officers (NASBO)




States Enact First Tax Decrease Since 2007/

Fiscal 1979 to Fiscal 2012
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Source: National Association of State Budget Officers (NASBO) 5




Mid-Year Budget Cuts Continue to Decline

40 - State General Fund Budgets 1990-2012 T 50
43
%35 L 4
Fecession ends 39
37 37 T 40
$30 | \ 35 Recession ends
$25 28 Fecession en 1 30
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*FY 2012 mid-year budget cuts are ongoing

Source: National Association of State Budget Officers (NASBO)




Dollars in Billions

Florida

Ten-Year History of General Revenue Available compared to General Revenue Appropriations
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General Revenue Appropriations
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7
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Fiscal Year 2012-13 Governor’s Recommendation -
$66.4 billion

Genera I Revenue
$24,566,270,973
37%

Trust Funds
$41,867,368,230
63%




Budget by Policy Area — FY 2012-13

Total Budget by Policy Area

Total Budget $66.4 billion
Executive Office
of the Governor
Administered and Legislative
Funds Branch
$204,757,006 $211,409,731
0.3% 0.3%

Transportation
and Economic
Development
$8,326,763,329
12.5%
Public Safety
$4,627,991,178
7.0%

General
Government

Health and

Human Services $1,785,189,520
528,055,170,217 2.7%
42.2%

$3,081,424,255

Education
$20,140,933,967
30.3%

Environment

4.6%

14.0%

Health and
Human Services
$7,406,672,854
30.1%

Public Safety
$3,438,190,948

General Revenue Appropriation by Policy Area

Total General Revenue $24.6 billion

Transportation
and Economic
Development
$230,571,726
0.9%

General
Government
$270,093,962
1.1%

Administered
Funds
$125,267,142
0.5%

Environment
$143,701,428
0.6%

Executive Office

of the Governor

and Legislative
Branch

$202,771,964
0.8%

Education
$12,748,984,351
51.9%




Fiscal Year 2012-13 Governor’s Recommendation -

$66.4 billion

Ten Year Comparison of General Revenue, State Trust Funds and Federal Fund
(S in Billions)

S35
S30
—— A
520 T \/ \
S15
S10
2012-13
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 Proposed
General Revenue $21.90 440  $24.52 4.  $26.7441a]  $29.15400] $28.13 45, $24.80 5500  $21.60 5.,  $24.00 s49f  $23.36 540  $24.57 5

@S tate Trust Funds SA1557 L0 $15.64, ., $19.10,40, $24.27350 $22.82 ,,] $21.31 35,0 $18.72,5,) $19.54;544 $21.58 3744  $18.63 2594
s Federal Funds $17.07 3124 $18.81 5, $19.903005 $20.34555]  $19.505g0 $23.44 3404 $27.55,55 5271134  $24.67 355 $23.24 ;.
Total All Funds 554.54 558.97 $65.74 573.76 $70.45 569.55 567.87 $70.65 569.61 566.44

American Recovery and Reinvestment Act of 2009 included above: 54.8b 555h $353m $272m
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2004-05

History of Appropriations and State Workforce

116,463

114,270
113,634 ~

$65.7 $73.8 $70.4

2005-06 2006-07 2007-08

128,131*

112,867

2008-09 2009-10

Fiscal Year

126,765

122,237

117,774

$70.6 $69.6 $66.4

2010-11 2011-12 2012-13

Proposed

State Workforce (in Thousands)




Budget Comparison FY 2000 - 2013

Per Capita, Nominal and Real

Employees

Pop Budget Budget per capita | Real budget per State Workers/
Fiscal Year (1,000's) ($b) (nominal $'s) capita 1,000 residents
1999-00 15,881.5 48.7 $3,063.9 $3,063.9 8.0
2000-01 16,228.0 51.9 $3,198.8 $3,093.3 7.7
2001-02 16,551.2 48.2 $2,913.4 $2,768.3 7.3
2002-03 16,892.0 50.3 $2,980.1 $2,770.6 7.0
2003-04 17,273.8 54.5 $3,156.8 $2,871.6 6.8
2004-05 17,677.3 59.0 $3,335.9 $2,946.0 6.6
2005-06 18,062.2 64.7 $3,584.3 $3,050.1 6.4
2006-07 18,378.2 73.8 $4,012.9 $3,328.3 6.2
2007-08 18,578.9 70.4 $3,790.9 $3,031.7 6.2
2008-09 18,671.4 69.6 $3,724.9 $2,937.8 6.0
2009-10 18,770.7 67.9 $3,615.2 $2,823.4 6.1
2010-11 18,880.2 70.3 $3,721.4 $2,849.7 6.0
2011-12 18,982.9 69.6 $3,666.5 $2,740.3 5.7
2012-13 19,123.4 66.4 $3,472.2 $2,553.7 5.5
FY 13/ FY O7 -13%b -23% -11%
FY 13/ FY 00 13% -17% -31%

Note: the state employees number has been adjusted by legislative transfers of county health
departments ( 12,075) and the office of disability determination (1,204).




Notable Differences When Comparing 2011-12 Budget
to 2012-13 Governor’s Recommended Budget

Retirement Contributions (Normal Costs/UAL) $301.6 million
Kindergarten-12th Grade Increased Funding $ 1,000.0 million
Medicaid Increased Caseload

General Revenue Increase $932.9 million

Trust Fund Decrease (5528.7) million
Medicaid Program (52,100.0) million
Deep Water Horizon (5100) million
Voluntary Pre-Kindergarten Double Budget (5385) million
Transportation Work Program (Lower Tax Receipts) (51,200.0) million

14




General Revenue Balance Sheet (millions)
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Revenue Estimate - October 11, 2011
Adjustments to Revenues
Trust Fund Sweeps

Corporate Tax Due Date Glitch

Tax Fairness Reform (Business and Machinery & Equipment)
Exempt Clerk of Court from Service Charge to GR in FY 2012-13
Agency Efficiencies
DCF Reversion
Total Revenues Available
Uses of Funds
Recurring Expenditures
Current Year Deficits
Medicaid
Education
Reductions
Other Spending
Repay Budget Stabilization Fund

Total Uses of Funds

Balance

25,569.4

147.4
100.0

(29.4)
(34.3)
9.3

9.2
25,771.6

22,785.6
198.8
932.9
793.8

(785.5)
629.8
214.5

24,770.0

1,001.6




Florida Reserves

($ in_millions)

$12,000
$9.900
$10,000
$8.356
38,000 $7.281
4,900
3,434 $6.278
$6,000 $5.594 321
3.571
2,477
$4.,000 2 1,352 $4.036
1,807
| $3.318 43212
: 3,075
$2.847 et 840 $2.795 |15 52,869 $2,861 $
: 984 432
= 631 746 1,002
304 948
$2,000 -
»haap 1,326 et 1,07 761 e
5:11 .
787 847 894 | 941 BEL H H 7=
$- : 274 275 279) 495
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Rating Agencies Desire a
Reserveof 5% ‘

OBudget Stabilization Fund BT obaccoReserves OTrust Funds Olnencumbered General Revenue (Monrecurring) ‘

Rating Agencies Desire a Reserve of 5% 16
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Debt Outstanding by Program
June 30, 2011

L  Transportation

$7.2 billion or 26.0% O Appropriated Debt / Other

51.7 billion or 6.2%

O Enu?rt.}nrnentai O Education
$2.9 billion or 10.4% $15.9 billion or 57.4%

Total Debt Outstanding: $27.7 billion




Historical Total Debt Qutstanding
Fiscal Years 1991 through 2011

(In Billons of Dofrs)

Il
0

1991 1992 1993 1994 1995 19% 1997 1998 19%9 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000 20U
DebtOutstanding ~ $7.12 $832 $9.3 $0.20 §10.15 $1230 51324 $15.40 $16.83 517.96 $18.27 $19.22 52038 $21.20 52246 $23.08 $24.09 52426 S26.41 $28.17 521,68
PercentageChange - 16.8% 110% -03% 103% 2012% 78% 163% 83% 67% LM% 5% 61% 0% 60% 5% 46% 0T 88% 6T (L7)%

19




.
Governor Scott’s Solution

1. Accountability Budgeting

2. Reduce Government Spending

3. Regulatory Reform

4. Focus on Job Growth and Retention

5. World Class Education

6. Reduce Taxes

7. Phase Out Florida’s Business Tax




Goals and Guiding Principles

Promote Job Creation
Eliminate Unnecessary Regulation
Provide Tax Fairness

Reduce Reliance on short term or non-recurring Federal
Funding that would assume continued state funding

Maintain or Enhance Funding for Kindergarten-12 Education
Eliminate Duplication and Wasteful Spending

Use Performance Metrics to Measure Agency Success (Pilot
Agencies)

21




1. Accountability Budgeting

* Pilot Three Agencies:
— Department of Revenue
— Office of Financial Regulation within Department of Financial Services
— Department of Law Enforcement

* General Appropriations Act:
— Roll-up Traditional Categories
— Provide Service Description
— Provide Performance Measurement

 Budget Implementing Legislation:
— Track Measures and Report Progress
— Develop Improvement Plans
— Provide Incentives and Disincentives for Progress or Failure




2. Reduce Government Spending

Policy Area

Statewide Decreases — State Group Health Insurance Program —

Reductions
Positions

Amount

Grand Total

($2,616,348,181)

Uniform Premiums and People First Contract Reductions (348,016,513)

Private Colleges and Universities ($20,401,062)

Loss of Federal Funds — Early Learning Program ($30,227,891)

Other Education ($25,773,228) (78)
Environment ($29,398,918) (368)
General Government ($34,577,359) (274)
IV!e‘dlcald - Limit Hospital Inpatient Days and Emergency Room ($168,804,234)

Visits

Medicaid — Rate Bands for Hospital Reimbursements ($1,853,064,253)

Medicaid — Limit Services in the Medically Needy Program ($48,531,191)

Other Health and Human Services (5168,183,821) (921)
Consolidate Prisons ($67,479,486) (1,138)
Privatize Inmate Health Services ($22,976,081)

Clerk of Court Funding ($17,803,212)

Other Public Safety ($51,649,032) (1,583)
Transportation and Economic Development ($29,461,900) (129)




3. Regulatory Reform

 Agencies have identified more than 1,000 rules for repeal

— Agencies have repealed 150 rules

— Agencies have started the repeal process on 457 rules

— Agencies will begin the repeal process on 205 rules before the end of 2011

— With the help of the Legislature, we will repeal 274 rules during the2012 session

* Agencies have identified more than 1,300 rule revisions

— Agencies are revising rules to reduce regulatory burdens while implementing statutory directives
— Agencies are continuing to identify potential rule revisions that could reduce regulatory burdens

* Create an environment in Florida that will allow business to operate with fewer
unnecessary regulations

— Through www.FloridaHasARightToKnow.com we have provided an avenue for the public to review and
comment on agency rules at all times, not just during the rulemaking process

— We are fostering more dialogue between agencies and the people affected by agency regulation

— We are raising public awareness of the ability to help the Governor effectuate change in Florida’s
regulatory structure




4. Focus on Job Growth and Retention

2012 Job Creation and Economic Growth Agenda

— Step 1.

— Step 2:
—  Step 3:
—  Step 4:

— Step 5:

— Step 6:

— Step 7:

Streamlining Business Permitting and Eliminating Burdensome Rules and
Regulations

Provide Tax Relief and Reform for Florida’s Working Families and Businesses
Reforming Florida’s Unemployment System to Create a Reemployment System
Restoring Accountability and Credibility to Florida’s Workforce Boards

Prioritizing Vital Transportation Projects to Facilitate Economic Development
Opportunities

Offering Stability to Florida Businesses by Balancing the Budget without
Raising Taxes

Prioritizing Science, Technology, Engineering and Mathematics in Education




HEADED IN THE RIGHT DIRECTION
Florida Job Creation: Private Sector vs. Government
Private Sector
118,000
120,000 .
115,400
Milestone
100,000 | Over 100,000
jobs 86,000
created 82,600 82,700
80,000 |
60,000 |
Net Jobs Created
40,000 |
+106,900
21,900 === Private Sector Jobs
m=mm Government Jobs
20,000 |
3,700
o -700 1,500 1,400
January February August September October
-20,000 | ) A46:900
Total Jobs Added (or Lost) Since January 2011 ’ -18,000 -11,100
Government
SOURCE: National Bureau of Labor Statistics
-40,000




Unemployment Rates By State
As of October 2011

Florida's Trend Reversal
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5. World Class Education

* Increase state funding in Kindergarten-12 by S1 BILLION

* Prioritize Science, Technology, Engineering and Mathematics
in Education to ensure graduates can get jobs

 The Governor’s budget recommends level funding for State
Universities, State Colleges, and School District Workforce
Programs —and NO tuition increases

* Letter to University Presidents seeking accountability by our
State Universities




6. Reduce Taxes

 Reduce the Tangible Personal Property Tax to incentivize
businesses to grow and to create jobs

* Provide Sales Tax Exemption for Businesses Purchasing
Machinery & Equipment

e Stop PIP Fraud

* Review special taxing districts to ensure a return on taxpayers’
money

* Hospital Districts

* Executive Order Examining Special Districts




7. Phase Out Florida’s Business Tax

* Provide tax relief to our families and business

* |ncrease business tax exemption to $50,000 to help
grow jobs

 Eliminates the tax for another 27% of businesses




Tax Reform

Business Tax Tangible Personal Property Tax
# of Filers by Taxable Value

# of Filers by Taxable Income
13,885 Total Filers with Liability 316,960 Total Filers

$25k- 550K

42'323 S50K-575K
13% 23,627
8%

Exempt by Governor's S75K-S100K
Proposal 16,107

5%

Exempt by
Governor's Proposal > Income > $50,000
10,115

<525k
156,273

Income < $50,000 73%
3,770
27%

49%

>$100K
78,630
25%

Machinery and Equipment

Sales Tax...
15%
10%
5%

0%
Current law Proposal




Education - $20.1 Billion

Public Schools Workforce Education
$11,491,711,957 - $488,172,523
57.0% 2.4%

Florida College System
$1,044,466,606
5.2%

State University System
$3,535,208,088
Early Learning 17.6%
986,478,416

4.9%

SOther Education
1,057,718,424
5.3%

Fixed Capital Outlay
$1,537,177,953
7.6%

Note: The following is excluded in this chart: 1) local funds in the amount of $7.7 billion; 2) K-12 Workforce Tuition
revenue in the amount $41 million; and 3) Community College Tuition Revenues in the amount of $907.8 million. 32




Ten Year History of School Funding
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Additional State Funding for Education

Replace loss of school property
taxes as a resultof a 3.23%

Restore one-time funding from the ' $220 million decrease in property values.

current fiscal year (nonrecurring)

$224 million

S 1 Billion

Cost for additional per-
student funding which
includes:

-doubling the funding
for Reading Instruction;
-returning the School
Recognition Program to
$100 per student from
S70per student in the
current year.

$190 million

Cost for 30,567 additional
students (FTE) at current year
amount of 56,230.40 per
student (FTE)




Education Highlights

Major Issues Funded ___ Amount

Florida Education Finance Program (FEFP) $1.02 billion
 Major Decreases | Amount

Private Colleges and Universities (520.4) million

State University System (E & G Level Funded) $2.03 billion

Florida College System (Program Fund Level Funded) $1.04 billion

School District Workforce Education (Level Funded) $488.2 million

The Governor’s budget recommends a zero percent tuition increase for State
Universities, State Colleges, and School District Workforce Programs




Health and Human Services Unit - $28.1 Billion

Health Care Administration
20,547,064,951
73.2%

Veterans Affairs
83,429,928
0.3%

Persons with Disabilities

$990,312,481 Elder Affairs
3.5% Health $2,781,605,670 $752,115,669
9.9% 2.8%

Children and Families
$2,900,641,518
10.3%
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The Governor's proposed budget

reduces these expenditures by 10%

$13,881,632,117

$13,889,389,366

$13,050,276,320

$11,436,644,237

$10,219,635,107

$8,900,820,394

$7,763,865,817

$6,946,629,422

$6,611,527,446

$6,281,428,233
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Medicaid Growth vs. General Revenue Growth - FY 2000 - FY 2013
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Health and Human Services Highlights
| Major Issues Funded | _Amount

Medicaid Program — Workload and Price Level

General Revenue Increase $932.9 million

Trust Fund Decrease (5528.7) million
Medicaid Electronic Health Record Program $237.8 million
Enhance Technology to Increase Program Efficiencies $126.2 million
Substance Abuse and Mental Health $43.0 million
Biomedical Research $29.5 million
APD Waiver $10.0 million
Adoption Subsidies $15.7 million
Minority Health Initiative $12.0 million
DCF Child Protective Services $9.9 million

Medicaid Program (52.1) billion




Public Safety Unit - $4.6 Billion

Parcle Commission Justice Administration
57,826,826 $1,166,732,003
0.2% 25.2%

Law Enforcement
$232,291,027
5.0%

Juvenile Justice
5520,215,682
11.2%

State Court System
$434,062,619
9.5%

Office of Attorney

General/Legal Affairs

$182,086,871
3.9%

Corrections
52,084,776,150
45.0%




Criminal Justice Reform

Inmate Population by Fiscal Year ending June 30
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Public Safety Highlights
 Major Issues Funded | Amount

Prevention and Diversion Programs for At-Risk Youth $5.6 million
Substance Abuse Treatment for Offenders and Inmates $3.9 million
Irrigation Systems for Expansion of Crops at Prisons $2.5 million
T Major Decreases | Amount
Consolidate Prison Beds (567.4) million
Savings through Public-Private Partnerships (524.4) million
Correctional Operational Efficiencies (516.5) million
Clerks of Court (517.8) million
Reduce Excess Juvenile Residential Beds (56.9) million

State Courts from Trust Fund to General Revenue $280.0 million




Environment Unit- $3.1 Billion

Citrus
$60,884,032
2.0%

Environmental Protection
51,313,686,038
42.6%

Agriculture and Consumer
Services
$1,403,459,098
45,5%

Fish and Wildlife Conservation
Commission
$279,494,749
9.1%

Public Service Commission
523,900,366
0.8%




Environment Highlights
_ Major Issues Funded | Amount

Waste Water Facilities Construction Loan Program $131.8 million
Petroleum Storage Tanks Cleanup $128.0 million
Drinking Water Facilities Construction Loan Program $68.0 million
Everglades Restoration $40.0 million
Florida Forever $15.0 million

Major Decreases Amount

Various Program Reductions (529.4) million




General Government Unit - $1.8 Billion

Southwood Shared Resource Agency for Enterprise

Administrative Hearings

s Center (SSRC) (DOAH - DMS) Information Technology
1,613,043 .
$511,232,279 540’?32,9’750 523,983,632 °1, i Business and Professional
29% ’ Regulation
$131,450,434
7%

Financial Services
$281,936,827
16%

Northwood Shared Resource
Center (NSRC)
$29,865,047
2%
Lottery
$141,621,971
Military Affairs 8%
$63,293,966

4%

Management Services
$559,202,571
31%




General Government Highlights

Major Issues Funded ___Amount

Upgrade DBPR Licensing System $1.9 million
Statewide Enterprise Email Services $12.0 million
Armory Repair and Renovations & New Explosive Ordnance $6.0 million
Disposal Facility

Lottery Ticket Vending Machines & Terminals $5.2 million
One Stop Business Registration Portal $3.0 million
PIP Fraud Investigators S.7 million
FLAIR Replacement S.3 million

Various Program Reductions (534.6) million




Transportation and Economic Development Unit
$8.3 Billion

Transportation
56,705,186,108
80.6%

Economic Opportunity
$949,576,500
11.4%

Emergency Management
190,309,711
2.3%

Highway Safety and Motor Vehicles
$403,085,804

State 4.8%

$78,605,206
0.9%




Transportation & Economic Dev Highlights

Major Issues Funded ___Amount

State Transportation Work Program S$5.7 billion

Economic Development Tools and Incentives $225.0 million
Federally Declared Disaster Funding $133.1 million
Small Business Credit Initiative $33.2 million
Affordable House Programs $29.6 million
State Aid to Libraries $21.3 million
Highway Patrol Cars $13.8 million
Motor Carrier Safety Assistance Program $12.4 million

Major Decreases Amount

Various Program Reductions (529.1) million




Administered Funds, Governor’s Office and Legislative Branch
$416.2 Million

Legislature
$185,290,485
44 .5%

AN

Administered Funds
Executive Office of the $204,757,006

Governor 49 2%
526,119,246
6.3%




Administered Funds and Governor’s Office Highlights

Florida Retirement System

Normal Cost $179.1 million
Unfunded Actuarial Liability $122.6 million
State Employee Discretionary Bonuses $126.5 million
Risk Management Premiums S 13.3 million
Reestablish Correctional Medical Authority S.6 million
 Wajoroecreases | Amount
State Group Health Insurance Program — Uniform Premiums (546.3) million
People First System Contract (S 1.6) million

Additional Note: Phasing in Actuarially Sound Rates for Retirees in the State Group Health
Insurance Program. 50




Pension Fund

Assets and Liabilities of the Florida Retirement System
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Pension Fund
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9:28:44 AM Sen. Alexander

9:28:47 AM T. Holmes

9:46:39 AM Sen. Montford

9:49:13 AM T. Holmes

9:51:30 AM Sen. Montford

9:52:00 AM T. Holmes

9:52:56 AM Sen. Montford

9:53:29 AM T. Holmes

9:55:14 AM Sen. Margolis

9:55:54 AM T. Holmes

9:58:27 AM Sen. Margolis

9:58:31 AM T. Holmes

9:58:37 AM Sen. Hays

9:59:30 AM T. Holmes

10:00:48 AM  Sen. Hays

10:01:02 AM  T. Holmes

10:01:11 AM  Sen. Rich

10:01:39 AM  T. Holmes

10:02:46 AM  Sen. Rich

10:03:11 AM  T. Holmes

10:05:19 AM  Sen. Sobel

10:06:24 AM  T. Holmes

10:08:01 AM  Sen. Sobel

10:08:18 AM  T. Holmes

10:08:39 AM  Sen. Sobel

10:09:03 AM  T. Holmes

10:10:11 AM  Sen. Sobel

10:10:45 AM  T. Holmes

10:11:35 AM  Sen. Montford

10:12:05 AM  T. Holmes

10:13:45 AM  Sen. Montford

10:13:56 AM  T. Holmes

10:14:37 AM  Sen. Alexander

10:16:24 AM  T. Holmes

10:18:12 AM  Sen. Alexander

10:19:16 AM  T. Holmes

10:20:16 AM  Sen. Alexander

10:21:07 AM  Sen. Montford

10:22:04 AM  Sen. Alexander

10:22:52 AM  TAB 2 - Governor's Recommendations FY 2012-13
10:23:10 AM  Jerry McDaniel, Director, Governor's Office of Policy and Budget
11:12:35 AM  Sen. Negron

11:16:09 AM  J. McDaniel

11:18:02 AM  Sen. Alexander

11:19:12 AM  Sen. Montford

11:20:10 AM  J. McDaniel

11:20:49 AM  Sen. Fasano

11:21:41 AM  J. McDaniel



11:22:51 AM
11:24:22 AM
11:25:33 AM
11:27:11 AM
11:29:43 AM
11:30:52 AM
11:31:06 AM
11:32:17 AM
11:33:15 AM
11:33:50 AM
11:35:14 AM
11:35:27 AM
11:37:40 AM
11:38:55 AM
11:40:12 AM
11:41:02 AM
11:41:15 AM
11:41:22 AM
11:41:51 AM
11:42:12 AM
11:42:40 AM
11:43:04 AM
11:44:08 AM
11:48:19 AM
11:50:12 AM
11:51:26 AM
11:52:20 AM
11:53:24 AM
11:54:10 AM
11:54:19 AM
11:55:23 AM
11:56:48 AM
11:58:19 AM
11:58:47 AM
11:58:55 AM
11:59:16 AM

Sen. Thrasher
J. McDaniel
Sen. Rich

J. McDaniel
Sen. Rich

Sen. Alexander
J. McDaniel
Sen. Rich

J. McDaniel
Sen. Rich

Sen. Alexander
Sen. Simmons
Sen. Alexander
J. McDaniel
Sen. Alexander
J. McDaniel
Sen. Alexander
J. McDaniel
Sen. Alexander
Sen. Rich

Sen. Alexander
Sen. Benacquisto
J. McDaniel
Sen. Montford
J. McDaniel
Sen. Alexander
Sen. Margolis
J. McDaniel
Sen. Margolis
Sen. Alexander
Sen. Richter
Sen. Negron
Sen. Rich
Jerry McDaniel
Sen. Altman
Jerry McDaniel



THE FLORIDA SENATE COMMITTEES:

Bi;\dget - Sutti)comrgllﬂe% %nICriminal and Civil Justice
t . ppropriations, Vice Chair
Tallahassee, Florida 32399-1100 Judiclary, Vice Ghair

Budget

Budget - Subcommittee on Higher Education

Appropriations
Communications, Energy, and Public Utilites
Rules - Subcommittee on Ethics and Elections

Reapportionment
Transportation
SELECT COMMITTEE:
SENATOR ARTHENIA L. JOYNER Protecting Florida's Children, Vice Chair
Demacratic Leader Pro Tempore JOINT COMMITTEE:
18th District Legislative Auditing Committee

November 17, 2011

Senator J. D. Alexander, Chair
Committee on Budget

201 The Capitol

Tallahassee, FL 32399

Dear Senator Alexander:

This letter is to request to be excused from the Committee on Budget
meeting on Thursday, December 8. Thank you for your consideration.

Sincerely,

Wa@@w s

Arthenia L. Joyner
State Senator, District 18

REPLY TO:
) 508 W Dr. Martin Luther King Jr. Blvd, Suite C, Tampa, Florida 33603-3415 (813) 233-4277
0 202 Senate Office Building, 404 South Monroe Street, Tallahassee, Florida 32399-1100 (850) 487-5059

- Senate's Website: www.flsenate.gov

MIKE HARIDOPOLOS MICHAEL S. "MIKE" BENNETT
President of the Senate President Pro Tempore




THE FLORIDA SENATE COMMITTEES:

Budget - Subcommittee on Higher Education
Tallahassee, Florida 32399-1100 B&%‘g{’p”am"& Chair
Budget - Subcommittee on Education Pre-K - 12
Appropriations
Commerce and Tourism
Communications, Energy, and Public Utilities

Higher Education
Reapportionment
JOINT COMMITTEE:
Legislative Auditing Committee
SENATOR EVELYN J. LYNN
7th District

November 30, 2011

The Honorable JD Alexander
201 Central Avenue West
City Hall Complex, Room 115
Lake Wales, FL. 33853

Dear Senator Alexamder;

I am requesting that you excuse me from the Budget committee meeting to be held on Thursday,
December 8, 2011. I have been invited to attend the SREB Legislative Advisory Board meeting
in Atlanta from December 8™ through December 11", The information I will receive will be
invaluable to my work in education appropriations.

Thank you and I shall look forward to your approval of this request.

Sincerely,

Evelyn J. Lynn
Florida State Senator

District 7 ﬁ/(/{/

EJL/ct
cc: Terry Rhodes, Staff Director 7

REPLY TO:
0 536 North Halifax Avenue, Suite 101, Daytona Beach, Florida 32118 (386) 238-3180
0 416 Senate Office Building, 404 South Monroe Street, Tallahassee, Florida 32399-1100 (850) 487-5033

Senate’s Website: www.ffsenate.gov

MIKE HARIDOPOLOS MICHAEL S. "MIKE" BENNETT
President of the Senate President Pro Tempore
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