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Dear Kansan: 
 
 With the submission of this report, I present my budget recommendations for the fiscal 
years 2005 and 2006 for consideration by the 2005 Kansas Legislature. 
 
 I am presenting a budget that upholds the Kansas values of responsibility and 
compassion, making the state live within its means while providing for the important needs of its 
citizens.  The budget invests the state’s resources in education, vital social services, economic 
development, and homeland security.  All of the recommendations are financed with existing 
funds while still leaving a healthy balance in our State General Fund. 
 
 If you would like additional information or if you have questions, I invite you to contact 
my office or the Division of the Budget. 
 
 
 Sincerely, 
 
 
 
 KATHLEEN SEBELIUS 
 Governor 
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Overview 
 
 
This volume presents a revised FY 2005 budget and a 
new budget plan for FY 2006.  The Governor’s 
recommendations were developed as Kansas enjoys a 
stable, growing economy, but also faces rapidly rising 
required costs in Medicaid and other mandated 
programs.  The budget recommendations are guided 
by three principles: 
 
 Maintain a responsible, balanced budget, while 

continuing support for schools and vital efforts to 
ensure the safety and success of communities and 
the economy. 

 
 Continue reforms to make state government more 

efficient, reducing costs and sharply limiting the 
growth of government. 

 
 Limit the use of “one-time money” and stay within 

existing resources. 

 
 
FY 2005 
 
The revised budget presented for FY 2005 implements 
the programs that were included in the original budget 
approved by the 2004 Legislature.  The Governor’s 

plan does not include any mid-year programmatic cuts, 
but does use savings in various programs to reduce the 
already approved State General Fund budget by $9.3 
million.  The recommendations fully incorporate the 
most recent estimates for SRS and Aging caseloads 
and for school finance formula costs. 

All Funding Sources Budget Totals

Percent
Amount Change

FY 2004 Actual Expenditures 10,197.3$ --               

FY 2005 Approved (May 2004) 10,298.3   1.0%         

FY 2005 Revised Rec. 10,813.2   6.0%         

FY 2006 Governor's Rec. 11,267.8   4.2%         

(Dollars in Millions)

 
 

State General Fund Budget Totals

Percent
Amount Change

FY 2004 Actual Expenditures 4,316.5$   --               

FY 2005 Approved (May 2004) 4,658.3     7.9%         

Expenditures Shifting Forward 31.3          --               

FY 2005 Approved with shifts 4,689.6     8.6%         

FY 2005 Revised Rec. 4,680.3     8.4%         

FY 2006 Governor's Rec. 4,840.6     3.4%         

(Dollars in Millions)
FY 2006 
 
Key current programs are maintained in FY 2006 and 
targeted enhancements are proposed for education and 
vital social services.  Recommended spending from 
the State General Fund in FY 2006 increases only 3.4 
percent over FY 2005; however, 82 percent of the 
increase is needed simply to cover required fixed 
costs, which are listed on page 4.  Without these 
mandated costs, the increase would be only 0.6 
percent. 
 
 
Statutory Budget 
 
This budget report presents the Governor’s true 
recommendations within existing resources.  A 
separate budget that projects a 7.5 percent ending 
balance in the State General Fund and meets the 
requirements of Kansas statutes is presented at the 
back of this volume. 



 

Key Components of the Budget for FY 2006 
 
Supporting Kansas Schools.  The Governor’s budget 
continues the per-pupil funding level of $3,863 that 
was adopted by the Legislature for FY 2005.  
Additionally, to guarantee that schools are spending 
tax money wisely, the Governor proposes $300,000 
for more school audits.  The budget also includes $1.0 
million for a mentor teacher program and $2.5 million 
for inservice education to improve the already 
excellent level of teaching in Kansas schools.   
 
Quality Higher Education.  To ensure the quality of 
Kansas colleges and universities, the budget includes 
an operating grant increase of $18.0 million, $8.9 
million for the second year of a three-year completion 
of the higher education reform act (SB 345), $1.0 
million in new funds for vocational-technical schools, 
$1.0 million more in student financial aid programs, 
and $370,000 in additional funds for the Medical 
Student Scholarship Loan Program. 
 
Improving Health.  The Governor’s HealthyKansas 
initiative, a bi-partisan effort with the Insurance 
Commissioner, will use reforms and efficiencies to 
lower health care prices, while providing health 
insurance to tens of thousands of currently uninsured 
Kansas children and parents.  This initiative, proposed 
separately from the budget, will also lower 
prescription drug and administrative costs. 
 
Promoting Economic Development.  To continue 
the state’s healthy economic growth, the budget 
continues funding for the Economic Revitalization 
Plan, which promotes investment in new fields, such 
as bio-sciences, and encourages job creation by 
supporting small businesses and entrepreneurs. 
 
Securing Kansas.  To safeguard the people of Kansas 
and the state’s vital infrastructure, the Governor  
proposes spending $48.7 million directly on 
homeland security projects and grants to local 
governments.  A key goal of this effort is emergency 
radio interoperability, which will allow first 

responders to coordinate their response if an attack 
occurs. 
 
Help for Children.  As part of her commitment to the 
children of Kansas, the Governor proposes that more 
than one third of the state budget go for the direct 
benefit of Kansas children.  The recommendation for 
services for children increases $61.1 million over the 
previous year, totaling $4.058 billion of the total FY 
2006 budget. 
 
Caring for the Elderly & Disabled.  Home and 
Community-Based Service (HCBS) programs for the 
frail elderly are fully funded with no waiting lists.  
$3.0 million is added to improve payment rates and 
$2.5 million to reduce waiting lists in the HCBS 
developmentally disabled program.  $1.0 million 
more is included to reduce waiting lists in the HCBS 
physically disabled program. 
 
Vital Services.  The Governor’s budget ensures that 
costs for medical services, nursing home care, foster 
care, and temporary assistance for families are fully 
funded.  In FY 2006, over 276,000 people are 
expected to receive medical services through state 
programs; 10,500 people are supported in nursing 
homes, almost 3,500 children will be in foster care; 
and 49,000 people will receive support through 
temporary assistance for families. 
 
Recognizing Service.  To ensure the state can 
continue to recruit highly qualified individuals, a 2.5 
percent general increase is offered for all state 
employees.  Further funds are added to continue the 
improvement of Highway Patrol trooper salaries and 
to reclassify direct care service workers at SRS 
hospitals and at the veterans’ care homes.  The budget 
allows for the Death and Disability Program 
contribution rate to rise from 0.6 percent of salaries to 
1.0 percent so that benefits for state employees can be 
fully funded.  Costs for a 27th pay period that 
happens to occur in FY 2006 are fully budgeted. 



State General Fund 
 
 
The budget from the State General Fund accounts for 
43.0 percent of all state spending proposed by the 
Governor.  The Governor recommends a revised FY 
2005 State General Fund budget of $4,680.3 million 
and a FY 2006 budget of $4,840.6 million.  The tables 
on the following page detail the major Governor’s 
adjustments for both the current and budget years. 
 
 
FY 2005 
 
At the beginning of FY 2005 the State General Fund 
had an unencumbered balance of $327.5 million.  The 
size of the beginning balance was largely due to 
several one-time events in FY 2004.  The state 
received a federal fiscal relief payment of $45.7 
million and was able to avoid $62.2 million of State 
General Fund expenditures because the federal 
government paid a greater share of Medicaid costs in 
FY 2004.  Similarly, because a property tax 
accelerator was implemented in FY 2004, State 
General Fund expenditures for school finance were 
$158.0 million lower for one year than they would 
otherwise have been. 
 
The November 2004 Consensus Revenue Estimate 
projects receipts of $4,630.9 million, plus the budget 
contains recommendations for several transfer 
adjustments that net another $1.6 million.  When those 
receipt amounts are added to the beginning balance, 
$4,960.0 million is available for FY 2005. 
 
The 2004 Legislature originally approved a FY 2005 
budget of $4,658.3 million.  At the end of FY 2004 
$31.3 million of expenditure authority carried forward, 
making an approved FY 2005 budget of $4,689.6 
million.  The Governor now recommends a revised FY 
2005 budget $9.3 million lower than the approved.  
Recommended expenditures are increased by $30.8 
million to cover higher estimates of caseload costs.  
However, the budget also incorporates savings for 
school finance costs that are now estimated to be $29.7 
million lower than originally approved and savings for 
Home and Community-Based Services for the Frail 
Elderly that are expected to cost $6.8 million less than 
originally approved.  The expected balance at the end 
of FY 2005 is $279.7 million. 

FY 2006 
 
The November Consensus Estimate for FY 2006 totals 
$4,805.7 million.  From that total, the Governor 
recommends subtracting $77.9 million for transfers 
that were not included as part of the revenue estimate.  
However, the Governor also proposes additions to the 
revenue estimate to finance the cost of a 27th 
paycheck and to acknowledge extra revenue expected 
to result from increased audit activity.  The beginning 
balance, plus the revenue estimate, plus the 
Governor’s adjustments, equal $5,046.7 million 
available for the FY 2006 budget. 
 
Recommended expenditures in FY 2006 grow by 
$160.3 million, or 3.4 percent over FY 2005, but 82 
percent of that increase is due to required, fixed cost 
increases.  If the fixed cost increases were eliminated, 
expenditures would increase by only 0.6 percent.  The 
largest required cost increases are $34.8 million for 
caseload increases, $32.6 million for a 27th paycheck, 
and $25.4 million for rising KPERS costs.  In addition, 
the budget includes enhancements for higher 
education, increases for several Home and 
Community-Based Service programs, and a general 
salary increase of 2.5 percent for state employees.  The 
ending balance at the close of FY 2006 is projected to 
be $206.1 million. 
 
The pie charts on page 5 show FY 2006 proposed 
spending from the State General Fund by function of 
government and by category of expenditure. 
 
Future Outlook.  The table on page 6 outlines the 
Governor’s multi-year scenario for the State General 
Fund.  In FY 2007 and FY 2008, revenue from taxes is 
presumed to grow 4.0 percent, revenue transfers for 
school capital improvements and the Special City 
County Highway Fund are continued, and the 
restructuring agreement for the Comprehensive 
Transportation Program is included.  FY 2007 and FY 
2008 expenditures are held flat, except for the removal 
of the one-time FY 2006 27th paycheck costs and the 
addition of several required, fixed cost increases.  The 
table shows that, after taking these assumptions into 
account, current programs can be continued while still 
leaving a positive ending balance at the end of FY 
2008. 



Beginning Balance 327.5$        

Revenue:
November Consensus Revenue Est.

(Includes Revenue Transfers)  4,630.9
Lower KEY Fund Transfer (3.0)             
Transfer from Board of Healing Arts  0.8
Adjust Board of Pharmacy Transfer (0.3)             
KDOT Administrative Savings  4.2

Total Available 4,960.0$     

Expenditures:
Approved Budget (May 2004) 4,658.3
Expenditure Authority Shifting 

from FY 2004  31.3
School Finance Savings (29.7)           
SRS/Aging Caseloads  30.8
Aging HCBS Savings (6.8)             
Department of Revenue Savings (2.5)             
Lapse Inmate Placement Funds (1.5)             
Sentencing Comm. SB 123 Savings (1.1)             
JJA Purchase of Service  1.9
State Fair Bond Payment  0.9
Veterans Commission Supplementals  0.3
Net of Other Adjustments (1.6)            

Total Expenditures 4,680.3$     

Ending Balance 279.7$        

(Dollars in Millions)
FY 2005

State General Fund

Beginning Balance 279.7$        

Revenue:
Consensus Revenue Est.  4,805.7
SCCHF Revenue Transfer (10.1)           
School Cap. Improvements Transfer (56.2)           
Water Plan Revenue Transfer (6.0)             
Resume State Fair Transfer (0.3)             
Regents Faculty of Dist. Transfer (0.4)             
Regents Research Initiative (4.9)             
Additional Tax Collections from

Additional Audit Staff  6.0
Highway Patrol Operations  1.7
Transfer from Cash Balances for 27th

Paycheck  29.6
Transfer to Fee-Funded Programs

to Cover 27th Paycheck (0.1)             
Transfer Balance from Safety  Fund  2.0

Total Available 5,046.7$     

Expenditures:
FY 2005 Base Budget  4,680.3
Required Increases:

KPERS Employer Rate Increase  15.4
KPERS Bond Payment Begins  10.0
KPERS Death & Disability Program  12.2
27th Paycheck  32.6
SRS/Aging Caseloads  34.8
Corrections Health Care Contract  14.2
Judiciary Budget  5.8
Legislative Budget  1.1
New Armory Bond Payment  0.9
New Statehouse Bond Payment  2.4
Replace Federal VOI/TIS Funds  3.8

Other:
Salary Plan (without Regents)  11.8
Higher Education Package  29.3
HCBS Rate Increases/Waiting Lists  6.5
School Finance Savings (17.7)           
Net of Other Adjustments (2.8)             

Total Expenditures 4,840.6$     

Ending Balance 206.1$        

State General Fund
FY 2006

(Dollars in Millions)



 
 
 State General Fund

Expenditures by Function
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Outlook for the State General Fund
(Dollars in Millions)

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

Beginning Balance 122.7$       327.5$       279.7$       206.1$       172.2$       
Released Encumbrances 2.4             --               --               --               --               

Revenue from Taxes 4,387.1      4,539.5      4,677.5      4,864.6      5,059.2      

Interest 13.9         25.1         40.4         41.4           42.4         
Agency Earnings 55.3         69.0         57.2         58.2           59.2         
Federal Flexible Grant 45.7         --             --             --               --             
Transfers:

KDOT Transfer --             --             --              (51.5) (167.0)
KDOT Bond Payment --             --             --              (8.0) (11.0)
KDOT Loan Repayment --             --             --              (32.5) (30.9)
Special County/City Highway Fund --             (10.1) (10.1)  (10.1) (10.1)
School Capital Improvement Aid (49.9) (53.0) (56.2)  (58.0) (60.0)
Water Plan Fund (3.8) (3.7) (6.0)  (6.0) (6.0)
State Fair Transfer --             --             (0.3)  (0.3) (0.3)
Regents Faculty of Distinction (0.3) (0.3) (0.4)  (0.4) (0.4)
Regents Research Initiative --             (4.7) (4.9)  (10.0) (10.0)
Highway Patrol Transfer 28.9         30.7         33.7         33.7           33.7         
KEY Fund Transfer 9.9           1.7           --             --               --             
27th Paycheck Financed from PMIB --             --             29.6          (3.0) (3.0)
Revenue Auditor Collections --             --             6.0           8.5             8.5           
Other Transfers 32.1         38.4         0.5           30.0           30.0         

Total Available 4,644.0$    4,960.0$    5,046.7$    5,062.7$    5,106.4$    

Expenditures 4,316.5      4,680.3      4,840.6      4,808.0      4,890.5      
School Finance Estimates --             --             --              (11.4) (18.5)
KPERS Rate Increase (State & School) --             --             --             30.0           30.0         
KPERS Bond --             --             --             5.0             11.6         
SRS & Aging Caseloads --             --             --             50.0           50.0         
SB 345 Original Estimate --             --             --             8.9             --             

Total Expenditures 4,316.5$    4,680.3$    4,840.6$    4,890.5$    4,963.6$    
Ending Balance 327.5$       279.7$       206.1$       172.2$       142.8$       

As % of Expenditures 7.6% 6.0% 4.3% 3.5% 2.9%

Totals may not add because of rounding.



All Funding Sources 
 
 
The budget from all funding sources encompasses total 
reportable expenditures, including those from the State 
General Fund, the Economic Development Initiatives 
Fund, the Children’s Initiatives Fund, and the State 
Water Plan Fund.  The Governor recommends 
expenditures of $10.81 billion for the revised FY 2005 
budget and $11.27 billion for FY 2006.  Further 
agency by agency details of the budget from all 
funding sources can be found in the schedules at the 
back of this volume. 
 
 
FY 2005 
 
The 2004 Legislature originally approved an all funds 
budget of $10.30 billion for FY 2005.  The Governor’s 
revised budget is $514.9 million higher than what was 
originally approved.  Two key changes account for the 
increase.  The Department of Transportation budget 
was adjusted up by $309.9 million to account for 
unfinished capital improvement projects carrying 
forward from FY 2004 and for new projects being 
moved up in the construction schedule.  The SRS 
budget went up by $130.8 million principally because 
of new medical caseload estimates. 
 
 
FY 2006 
 
The FY 2006 recommended budget from all funding 
sources grows by $454.6 million over FY 2005.  
Again, the two key growth areas were the Department 
of Transportation, with an increased budget of $180.3 
million, mostly for construction projects, and SRS 
with an increased budget of $133.8 million, mostly for 

caseloads.  Also, the increases for required, fixed costs 
that were explained in the earlier State General Fund 
section represent a significant portion of the increase.   
 
 
Expenditures 
 
The pie chart at top of page 8 outlines the total FY 
2006 budget recommendations by function of 
government.  Education constitutes the largest portion 
of the state budget with 42.1 percent.  This function is 
followed by Human Resources with 33.8 percent, 
Transportation with 12.9 percent, General Government 
with 5.8 percent, Public Safety with 4.7 percent, and 
Agriculture and Natural Resources with 0.7 percent. 
 
The lower pie chart on page 8 presents a view of the 
total state budget by various categories of expenditure.  
Approximately 61.0 percent of the total budget is 
recommended for grants, including 29.2 percent for 
aid to local governments and 31.8 percent for direct 
assistance to Kansas citizens.  Much of the aid to local 
governments goes out to school districts through the 
school finance formula.  The majority of direct 
assistance consists of public assistance, medical 
benefits, and unemployment insurance benefits.   The 
Governor recommends 29.9 percent of the budget for 
state operations, which includes salaries and benefits 
for the state’s employees.  The Governor also 
recommends that 9.1 percent of the budget be spent on 
capital improvements, the majority of which is spent 
by the Department of Transportation.  Details of 
capital projects can be found in the Capital Budget 
section of this volume. 
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  Budget Preparation 
 
 
The FY 2006 budget was prepared with the intent of 
maximizing the effectiveness of every tax dollar 
available for state government operations and the 
delivery of services. 
 
Budget preparation began in June 2004 with 
instructions to state agencies on how to produce their 
requests.  Annually budgeted agencies were to prepare 
a revised FY 2005 budget and a new FY 2006 request.  
Biennially budgeted agencies were to prepare a revised 
FY 2005 budget and a new budget for FY 2006 and 
FY 2007.  Executive Branch agencies were given 
allocation amounts for the State General Fund, 
Economic Development Initiatives Fund, Children’s 
Initiatives Fund, and State Water Plan Fund.  Agencies 
were expected to build their budgets within the amount 
of funds allocated.   
 
Allocations were based on the approved FY 2005 
budget with amounts added to cover increased KPERS 
rates.  A small number of other agency-specific 
amounts were added to cover necessary additional 
spending, such as new bond costs and the cost of a 
new prison inmate health contract.  If the FY 2005 
approved budget contained one-time spending items, 
those amounts were deleted from the agency’s FY 
2006 allocation.  No funds were added to allocation 
amounts to cover inflation, new programs not yet 
approved by the Legislature, a FY 2006 salary plan, a 
27th paycheck, or increased rates for the Death and 
Disability Program.   
 
Agencies that wished to request funds beyond the 
amounts allocated were instructed to ask for the 
funding as an enhancement.  Also, selected agencies 
were directed to submit reduced resource packages 
that outlined how their regular agency budget request 
could be cut by 5.0 percent if it were necessary to do 
that.   

The Legislative and Judicial Branches of government 
were not given allocations as part of their budget 
instructions, nor were they expected to submit reduced 
resource packages.  The budget requests of these 
branches of government are being fully included in the 
Governor’s recommendations as they requested. 
 
Regents universities were also not given allocations or 
expected to submit reduced resource packages.  Their 
FY 2005 State General Fund appropriation came 
through an operating grant.  In their FY 2006 budget 
request, the universities were instructed to include an 
operating grant amount at the exact level of FY 2005. 
 
A few agencies do not receive any allocated funds.  
Those agencies were expected to submit budget 
requests that simply continued current services from 
FY 2005 to FY 2006, or to FY 2007 in the case of 
biennial agencies.  Any funds to pay for new services 
were to be requested as enhancements. 
 
Agency budget requests were due to the Division of 
the Budget on September 15.  The Division of the 
Budget used the requests submitted to develop an 
initial recommendation for each agency and 
distributed those recommendations to agencies on 
November 10.  Written appeals to the initial 
recommendations were collected by November 22.  
Oral appeals were heard November 22 and 23.    
 
The Governor developed final recommendations in 
December after considering the Division of the 
Budget’s initial recommendations, agency appeals, and 
other factors. 
 
The resources used to finance the Governor’s 
recommendations are based on the November 2004 
Consensus Revenue Estimate, as adjusted for a 
technical correction. 

 



 State General Fund Balances 
 
 
Maintaining an adequate balance in the State General 
Fund is always a concern with the state’s budget.  An 
adequate balance not only allows short-term flexibility 
in budget execution if receipts fall below expectations, 
but it also facilitates cashflow management. 
 
 
Ending Balance Requirements 
 
The 1990 Legislature enacted legislation that 
established minimum ending balances to ensure 
financial solvency and fiscal responsibility.  The 
legislation requires an ending balance of at least 7.5 
percent of total expenditures and requires that the 
Governor’s budget recommendations and the 
legislative-approved budget for the coming year 
adhere to this balance.   
 
In recent years, the Legislature has suspended this 
requirement and allowed for lower ending balances.  
Given ongoing and new demands on the state budget, 
accounting for a 7.5 percent ending balance without 
new revenue remains unrealistic.  However, a budget 
scenario that does meet the statutory ending balance 
requirement is detailed at the end of this volume. 
 
The table depicts State General Fund receipts, 
expenditures, and year end balances from FY 1992 
through FY 2006.  The table shows significant 
variance in the ending balances from year to year.  The 
drop in FY 2002 reflects a severe decline in revenues 
at the end of that year, when receipts came in $212.2 
million less than projected.  The final balance of FY 
2003 was supported by a federal fiscal relief payment 
of $45.7 million and a $213.0 million shift of school 
finance payments into the next fiscal year.   
 
The FY 2004 final ending balance also was supported 
by several one-time events.  Another federal fiscal 
payment of $45.7 million was added to the balance.  
Federal fiscal relief allowed the state to lower 
Medicaid expenditures by $62.2 million, and a 
property tax accelerator allowed a one-time $158.0 
million lowering of school finance expenditures. 
 
 

Cashflow 
 
The budget is based on an estimate of annual receipts 
and the Governor’s recommendation for total 
expenditures over the course of a fiscal year.  
However, the amount of receipts to the State General 
Fund varies from month to month, and an agency may 
spend any or all of its appropriation at any time during 
the fiscal year.  The uneven nature of revenue and 
expenditure patterns requires actions, such as adjusting 
the amount and timing of various large payments and 
transfers.  However, administrative actions alone are 
not always adequate to maintain a positive cashflow 
for the State General Fund. 

State General Fund Balances
(Dollars in Millions)

Fiscal
Year Receipts Expend. Balances Percent

1992 2,465.8 2,491.3 140.5 5.6
1993 2,932.0 2,690.4 384.9 14.3
1994 3,175.7 3,111.0 454.4 14.6
1995 3,218.8 3,309.8 367.0 11.1
1996 3,448.3 3,439.2 379.2 11.0

1997 3,683.8 3,538.1 527.8 14.9
1998 4,023.7 3,799.1 756.3 19.9
1999 3,978.4 4,196.2 540.7 12.9
2000 4,203.1 4,367.6 378.0 8.7
2001 4,415.0 4,429.6 365.7 8.3

2002 4,108.3 4,466.1 12.1 0.3
2003 4,245.6 4,137.5 122.7 3.0
2004 4,518.9 4,316.5 327.5 7.6
2005 4,632.5 4,680.3 279.7 6.0
2006 4,767.0 4,840.6 206.1 4.3

With State General Fund balances at a very low level, 
the state has been forced to borrow from other funds 
by issuing certificates of indebtedness.  As has been 
the practice in recent years, a $450.0 million certificate 
was issued on the first day of FY 2005.  The certificate 
must be repaid before the fiscal year closes. 

 



State General Fund Consensus Revenues 
 
 
Estimates for the State General Fund are developed 
using a consensus process that involves the Division of 
the Budget, the Kansas Legislative Research 
Department, the Department of Revenue, and three 
consulting economists, one each from the University 
of Kansas, Kansas State University, and Wichita State 
University.  The Governor’s budget uses the State 
General Fund Consensus Revenue Estimating Group’s 
estimates for FY 2005 and FY 2006 as a base and 
adjusts them to reflect the Governor’s 
recommendations that affect State General Fund 
receipts.  This section covers the revenue projected by 
the consensus estimating process.  The next section 
will cover the adjustments proposed by the Governor 
for annual and one-time transfers and concludes with a 
table that adds the consensus numbers and the revenue 
adjustments to produce a new total to State General 
Fund revenues. 
 
 
Estimating Process 
 
Each year members of the Consensus Revenue 
Estimating Group meet in October with other 
individuals from specific business areas to discuss 
basic economic trends in Kansas, the Midwest, and the 
nation.  Using information and assumptions developed 
in this meeting, each member of the group 
independently develops estimates for the different 
sources from which the State General Fund realizes 

receipts.  Members use individual methodologies 
during this process.  A common economic forecasting 
model is not used.  The group reconvenes in 
November to discuss and compare the individual 
estimates of the members.  During that meeting, the 
group develops a consensus on each State General 
Fund revenue source for both the current and 
upcoming fiscal years.  These estimates become the 
basis for both the Governor and the Legislature upon 
which the annual state budget is built.  The consensus 
group meets again in April of each year to revise the 
estimates. 
 
Described below are the basic economic assumptions 
developed during the November consensus meeting.  
These assumptions were used, along with actual 
receipts from prior years and the first four months of 
FY 2005, to form the basis for the current set of 
revenue estimates.  Detailed data concerning the 
assumptions that the consensus group used are 
contained in The Governor’s Economic and 
Demographic Report. 
 
 
Basic Economic Assumptions 
 
The table shown at the bottom of the page presents the 
key economic indicators used to estimate State 
General Fund revenues for FY 2005 and FY 2006.  
The Kansas economy is expected to continue the trend 

Key Economic Indicators
(Dollars in Thousands)

2003 2004 2005 2006
Consumer Price Index for All Urban Consumers 2.3         % 2.7         % 2.1         % 2.1         %
Real U.S. Gross Domestic Product 3.0         4.4         3.7         3.0         
Nominal U.S. Gross Domestic Product 4.9         6.6         5.6         4.8         
Nominal U.S. Personal Income 3.2         5.3         5.0         5.2         
Corporate Profits before Taxes 15.0       15.5       38.0       4.0         
Nominal Kansas Gross State Product 4.5         5.8         4.8         4.4         
Nominal Kansas Personal Income:

Dollars in Millions $80,466 $84,300 $88,400 $92,706
Percentage Change 0.1        % 4.8         % 4.9         % 4.9        %

Nominal Kansas Disposable Income:
Dollars in Millions $72,451 $75,500 $78,500 $81,500
Percentage Change 3.1        % 4.2         % 4.0         % 3.8        %

Interest Rate for SGF (based on fiscal year) 1.6      1.2       2.1         3.1      
Kansas Unemployment Rate (based on fiscal year) 5.3        5.1         5.9         5.7        



of moderate growth through calendar year 2006.  
Several key factors that affected the consensus 
estimates include high energy prices; cautious, but 
increased capital investments by businesses; a lower 
unemployment rate; an improved agricultural sector; 
and dampening retail sales. 
 
Similar to the state’s economy, the national economy 
also is expected to grow at a slower pace over the next 
two years.  Nominal Gross Domestic Product (GDP) is 
expected to grow by 6.6 percent in 2004; 5.6 percent 
in 2005; and by 4.8 percent in 2006, while real GDP is 
expected to grow by 4.4 percent, 3.7 percent, and 3.0 
percent, respectively.  U.S. personal income also is 
expected to increase to 5.3 percent in 2004; 5.0 percent 
in 2005; and 5.2 in 2006. 
 
Kansas Personal Income.  Kansas Personal Income is 
expected to grow by 4.8 percent in 2004 above 2003.  
The growth rate is expected to increase to 4.9 percent 
in 2005 and remain at that level through 2006. 
 
Employment.  Experts believe that the employment 
outlook generally is improving.  The statewide 
unemployment rate for FY 2003 was 5.3 percent and is 
expected to drop to 5.1 percent in FY 2004.  The latest 
statistics indicate that Kansas unemployment is still 
below the national rate of 5.4 percent as of September 
2004.  The overall Kansas unemployment rate for FY 
2005 is expected to be 5.9 percent before decreasing to 
5.7 percent in FY 2006. 
 
The Kansas Department of Labor stated that the U.S. 
Department of Labor will be making a significant 
change to its methodology in 2005.  The Kansas 
Department of Labor anticipates that the change in the 
way that the unemployment rate is calculated will 
translate into a higher unemployment rate.  
Adjustments will be made back to 2000, when the last 
decennial census was conducted.  Experts believe the 
unemployment rate will increase 1.0 percent because 
of the U.S. Department of Labor’s adjustments. 
 
Agriculture.  Net farm income in Kansas increased 
451.0 percent from $251.9 million to $1,386.9 million 
in 2003.  For this same period, the national net farm 
income increased by 59.0 percent.   
 
The All Farm Products Index of Prices received by 
Kansas farmers was 105 in September, compared with 
112 a year ago.  The monthly average prices farmers 
received for wheat, corn, sorghum, and soybeans were 

above year ago levels for the first six months of 2003, 
then began to fall behind year ago prices as it became 
obvious that row crop production would be excellent.  
Using current forecasts for 2004 production and the 
projected prices released by USDA in October, the 
value of production for the four major crops in Kansas 
likely will be down 5.0 to 10.0 percent from last year’s 
levels.  Cattle marketings through September are 
running 2.1 percent below last year, and prices remain 
well below last year’s levels.  Hog prices have been 
above last year’s levels. 
 
Oil & Gas.  The average price per taxable barrel of 
Kansas crude oil is estimated to be $40 in FY 2005 
and to decrease to $33 in FY 2006.  Gross oil 
production in Kansas is expected to remain steady at 
34.0 million barrels throughout the forecast period of 
FY 2005 and FY 2006. 
 
The price of natural gas is expected to increase from 
the FY 2004 level of $4.17 per mcf to $5.50 per mcf in 
FY 2005 and then to $5.00 per mcf in FY 2006.   
Natural gas production in FY 2004 was 417.6 million 
cubic feet.  Production is expected to continue to 
decline for the foreseeable future as natural gas 
reserves, especially those in the Hugoton Field, are 
depleted.  The forecast is for 385.0 million cubic feet 
in FY 2005 and 355.0 million cubic feet in FY 2006. 
 
Inflation.  In 2003, the rate of inflation, as measured 
by the Consumer Price Index for All Urban 
Consumers, was 2.3 percent.  The inflation rate in 
2004 is expected to be higher at 2.7 percent.  The 
inflation rate is anticipated to decrease to 2.1 percent 
in 2005 and remain at that level through 2006. 
 
Interest Rates.  The Pooled Money Investment Board 
is authorized to make investments in U.S. Treasury 
and agency securities; highly rated commercial paper; 
and repurchase agreements and certificates of deposit 
of Kansas banks.  In FY 2003, the state earned 1.63 
percent on its State General Fund portfolio.  The 
average rate of return forecasted for FY 2004 is 1.19 
percent.  For FY 2005, the forecasted rate is 2.12 
percent and 3.09 percent for FY 2006. 
 
 

Consensus Receipt Estimates 
 
With the exception of three years, since 1975, State 
General Fund receipts have increased from the 



previous year.  Only in FY 1986, FY 1999, and FY 
2002 did the total receipts actually fall below the 
levels in the prior fiscal year.  Between FY 1985 and 
FY 1986, receipts fell by 1.0 percent and by 1.1 
percent between FY 1998 and FY 1999.  The dramatic 
6.9 percent drop between FY 2001 and FY 2002 
receipts is the largest in recent history.   
 
In FY 2003, receipts to the State General Fund 
rebounded by 3.3 percent, bringing receipts to only 
slightly above the FY 2002 level.  However, the 
receipts for FY 2004 eventually recovered and even 
exceeded FY 2001 levels.  The following table 
presents a complete list of State General Fund receipts 
from FY 1975 through FY 2004. 

FY 2005 
 
In November 2004, estimated tax receipts for FY 2005 
were increased from the April 2004 estimates by $89.2 
million.  Individual income tax receipts account for 
$60.1 million of the total increase, while severance tax 
receipts account for $27.8 million.  Corporation 
income tax receipts also were increased by $22.0 
million.  One factor supporting the increase in the 
individual income tax estimate is that FY 2004 
receipts from this source exceeded the final estimate 
by more than $58.0 million.  Data show that the 
average balance due increased by $60 per check over 
the prior year.  In addition, withholding receipts 
showed significant growth in the first four months of 
FY 2005.  Corporation income tax receipts were 
increased because of the current economic expansion 
in business investment.   Historical State General Fund Receipts

(Dollars in Millions)

Fiscal Actual Year to Year
Year Receipts % Change

1975 $627.6 N/A 
1976 701.2 11.7 %
1977 776.5 10.7
1978 854.6 10.1
1979 1,006.8 17.8
1980 1,097.8 9.0
1981 1,226.5 11.7
1982 1,273.0 3.8
1983 1,363.6 7.1
1984 1,546.9 13.4
1985 1,658.5 7.2
1986 1,641.4 (1.0)
1987 1,778.5 8.4
1988 2,113.1 18.8
1989 2,228.3 5.5
1990 2,300.5 3.2
1991 2,382.3 3.6
1992 2,465.8 3.5
1993 2,932.0 18.9
1994 3,175.7 8.3
1995 3,218.8 1.4
1996 3,448.3 7.1
1997 3,683.8 6.8
1998 4,023.7 9.2
1999 3,978.4 (1.1)
2000 4,203.1 5.6
2001 4,415.0 5.0
2002 4,108.3 (6.9)
2003 4,245.6 3.3
2004 4,518.9 6.4

 
Increases to the severance tax are attributable to higher 
than anticipated energy costs.  The war in Iraq, unrest 
in the Middle East, and the effects of hurricanes in the 
Gulf of Mexico have caused price increases in both oil 
and natural gas.  This trend is expected to continue 
through the forecast period. 
 
The retail sales tax estimate was reduced for FY 2005 
from $1,670.9 million to $1,650.0 million (-$20.9 
million).  This reduction was based on slower than 
expected consumer spending through the first four 
months of the fiscal year and the expectation that the 
pattern will continue throughout the rest of the fiscal 
year. 
 
Alternatively, the compensating use tax estimate was 
increased by $8.7 million from $224.3 million to 
$233.0 million.  This tax source estimate was affected 
by an apparent increase in business purchases.   
 
Other tax source estimates that were increased include 
motor carrier property tax, estate tax, tobacco products 
tax, liquor enforcement, and corporate franchise taxes.  
Motor carrier receipts were increased by $1.5 million 
because there were more carriers and operating units 
valued for tax year 2004. 
 
The estate tax estimate was increased by $1.0 million 
from $49.0 million to $50.0 million.  Statutory changes 
also were made to the corporate franchise tax during 
the 2004 Legislative Session.  Beginning January 1, 
2005, collection of the corporate franchise tax will be 
transferred from the Secretary of State’s Office to the 



Department of Revenue.  This tax is assessed against 
businesses on the basis of $1.25 per each $1,000 of net 
worth.  The Secretary of State’s Office will continue to 
collect the corporate franchise fee, which is assessed to 
all businesses and non-profit organizations.  The 
overall estimate for both sources was increased 
because the collections for the first four months of FY 
2005 were stronger than expected. 
 
Other sources that are expected to decrease include 
financial institutions privilege tax receipts and liquor 
drink tax receipts.  The liquor drink receipts were 
revised downward by $200,000, while financial 
institutions income tax receipts were revised 
downward by $12.5 million.  It was not evident why 
this source has dropped dramatically.  However, the 
Department of Revenue is investigating the possible 
causes. 
 
 
FY 2006 
 
Total State General Fund receipts are estimated to be 
$4.81 billion in FY 2006, while tax receipts are 
estimated to be $4.68 billion.  The total receipts are 
$174.8 million, or 3.8 percent greater than the newly 

revised FY 2005 figure.  Tax receipts only for FY 
2006 are estimated to increase $138.0 million, or 3.0 
percent. 
 
The FY 2006 estimate does not subtract any demand 
transfers converted to revenue transfers, while the FY 
2005 estimate subtracts $71.8 million in demand 
transfers that were converted to revenue transfers.  If 
transfers are treated in a similar fashion in both years, 
the FY 2006 growth would be $138.2 million, or 2.9 
percent.  Modest increases are forecast for the 
principal State General Fund tax revenue sources in 
FY 2006 over the FY 2005 levels. 
 
The table on the next page reflects revenue estimates, 
by source, for the State General Fund as agreed to by 
the Consensus Revenue Estimating Group.  In the 
middle of December, more than a month after the 
consensus meeting was held, a technical error 
involving net revenue transfers into and out of the 
State General Fund was discovered.  The error made 
total State General Fund receipts $35,196,000 higher 
than what they should have been.  Therefore, a 
technical adjustment has been made jointly by the 
Division of the Budget and the Legislative Research 
Department, and the correct estimates are reflected in 
the following table. 



Consensus Revenue Estimate
(Dollars in Thousands)

FY 2004 Actual FY 2005 Estimate FY 2006 Estimate
Percent Percent Percent

Amount Change Amount Change Amount Change

Property Tax:
Motor Carrier 19,497         24.0 21,000         7.7 22,000         4.8
Motor Vehicle 15,258         1,100           
Ad Valorem 185              800              

Total $34,940 $22,900 $22,000

Income Taxes:
Individual 1,888,434    7.9 1,960,000    3.8 2,060,000    5.1
Corporation 141,173       34.2 152,000       7.7 155,000       --             
Financial Inst. 25,435         (18.3) 22,000         (13.5) 22,000         0.0

Total $2,055,042 8.9 % $2,134,000 3.8 % $2,237,000 4.8 %

Estate/Inheritance $48,063 2.4 $50,000 4.0 $51,000 2.0

Excise Taxes:
Retail Sales 1,612,067    2.8 1,650,000    2.4 1,700,000    3.0
Compensating Use 214,502 (5.1) 233,000 8.6 237,000 1.7
Cigarette 119,787 (7.3) 118,000 (1.5) 117,000 (0.8)
Tobacco Prod. 4,796 6.3 5,000 4.3 5,200 4.0
Cereal Malt Beverage 2,165 (4.8) 2,200 1.6 2,100 --             
Liquor Gallonage 15,843 7.0 16,000 1.0 16,000 0.0
Liquor Enforcement 40,257 3.7 43,000 6.8 45,000 4.7
Liquor Drink 7,153 4.5 7,500 4.9 7,700 2.7
Corporate Franchise 36,805 18.4 48,000 30.4 45,000 (6.3)
Severance 84,641 16.3 105,400 24.5 88,000 (16.5)

Gas 66,055 17.4 79,100 19.7 66,300 (16.2)
Oil 18,586 12.5 26,300 41.5 21,700 (17.5)

Total $2,138,016 2.1 % $2,228,100 4.2 % $2,263,000 1.6 %

Other Taxes:
Insurance Prem. 107,603       13.9 100,000       (7.1) 100,000       --             
Miscellaneous 3,646           (17.6) 4,500           23.4 4,500           --             

Total $111,249 12.5 % $104,500 (6.1) % $104,500 --             %

Total Taxes $4,387,310 5.9 % $4,539,500 3.5 % $4,677,500 3.0 %

Other Revenues:
Interest 13,870         (27.3) 25,100         81.0 40,350         60.8
*Net Transfers 16,718         N/A (2,700)          N/A 30,604         N/A

Demand to Revenue (62,699)        N/A (71,800)        N/A --                  N/A
*Other Transfers 79,417         N/A 69,100         N/A 30,604         N/A

Agency Earnings 55,290         6.8 69,000         24.8 57,200         (17.1)
Federal Grants 45,710         N/A --                 N/A --                  N/A

Total Other Revenue $131,588 27.0 % $91,400 (30.5) % $128,154 40.2 %

Total Receipts $4,518,898 6.4 % $4,630,900 2.5 % $4,805,654 3.8 %

* Transfers were adjusted after the November 3, 2004 CRE was published.  The transfers were reduced
   by $35,196,000 to reflect the correct amount.

 



State General Fund Revenue Adjustments 
 
 
Although the Governor must use the revenue estimates 
developed through the consensus process outlined in 
the previous section, a few adjustments to State 
General Fund consensus revenues are made in the 
Governor’s recommended budget.  While most of 
these adjustments are revenue transfers, there is also 
an important recommendation regarding delinquent tax 
collections. 
 
 
Tax Adjustments 
 
Additional Auditor Positions.  Businesses are 
responsible for collecting certain state taxes and 
remitting them to the Department of Revenue for 
deposit in the State General Fund.  When businesses 
are delinquent in remitting the taxes, the Department 
must pursue collection of the taxes.  The faster action 
is taken, the more likely taxes are collected.  In order 
to improve delinquent tax collections, the Governor 
recommends adding 18.00 additional FTE positions to 
the Department, with 10.00 to be added in FY 2005 
and 8.00 more in FY 2006.  The agency estimates the 
additional staff will bring in $6.0 million worth of 
unpaid taxes in FY 2006, primarily from sales and 
individual income taxes.  The agency had indicated 
that limited staff levels had hindered tax collections, 
and the Legislative Division of Post Audit concluded 
in its tax enforcement audit of October 2004 that the 
Department of Revenue could benefit by adding 
additional staff.  
 
HealthyKansas Initiative.  As part of proposed health 
care reforms, the Governor and the Insurance 
Commissioner recommend increasing taxes on 
cigarettes by 50 cents per pack.  Revenues from this 
increase are not included in this budget document, as 
the proposal is separate from the budget. 
 
 
Annual Transfers 
 
Demand Transfers.  Historically, there are two kinds 
of transfers from the State General Fund.  A demand 
transfer is treated as an expenditure because it is “paid 
out” of the State General Fund.  It is based on a 
formula or authorization in substantive law.  In recent 
years the resources of the State General Fund have not 

been sufficient to finance these transfers at the 
statutory level.  As a result, the appropriation bill has 
limited the transfer or stopped the payments entirely. 
 
Revenue Transfers.  A revenue transfer simply moves 
money directly out of the unencumbered balance of the 
State General Fund.  Therefore, they are not counted 
as part of budgeted expenditures, because the funds are 
only “relocated” from the State General Fund to a 
special revenue fund and lose their identity as State 
General Fund dollars in the process.   
 
Transfer Conversions.  During recent legislative 
sessions all demand transfers have been converted to 
revenue transfers but on a piecemeal basis.  The 2001 
Legislature converted three of them: the Local Ad 
Valorem Tax Reduction Fund, the County and City 
Revenue Sharing Fund, and the Special City and 
County Highway Fund.  The 2002 Legislature 
converted another two transfers: the School District 
Capital Improvements Fund and the State Water Plan 
Fund.  The State Highway Fund demand transfer 
would have been included in the conversion as well, 
except the financial status of the State General Fund 
necessitated suspension of this transfer.  The 2003 
Legislature converted the State Fair Capital 
Improvements Fund and Kansas Partnership for 
Faculty of Distinction to revenue transfers in FY 2004.  
The transfer to the KCC Abandoned Oil and Gas Well 
Fund has been a revenue transfer since its inception, so 
there was no need to convert it.   
 
Recommendations.  Although revenues to the State 
General Fund have improved, only a limited number 
of these transfers are included in the Governor’s 
budget recommendations.  The Governor does not 
recommend resumption of the transfer to the State 
Highway Fund, Local Ad Valorem Tax Reduction 
Fund, County and City Revenue Sharing Fund, or the 
Abandoned Oil and Gas Well Fund in FY 2006.  The 
Special City and County Highway Fund transfer is 
included at $10.1 million, as is the State Fair transfer 
of $300,000.  The School District Capital 
Improvements Fund will disburse $56.2 million in FY 
2006.  The transfer to the State Water Plan Fund is 
increased back to the statutory level of $6.0 million in 
FY 2006.  For the Kansas Partnership for Faculty of 
Distinction in FY 2006, the Governor estimates a 



transfer of $400,000.  Debt service on the Regents 
research initiative bonds will continue in FY 2006 at 
$4.9 million.  It is also recommended that these 
transfers be identified in the appropriations bill, not 
only for FY 2006, but also FY 2007, for ease of 
planning in future years for demands on the State 
General Fund. 
 
 
One-Time Transfers 
 
FY 2005.  In the current year, the Governor again 
adjusts the anticipated transfer from the KEY Fund to 
the State General Fund by nearly $3.0 million.  The 
Governor issued a budget amendment last spring to 
recognize that revenues were not coming in as 
projected, but the Legislature did not adopt it.  The 
Governor again recommends accounting for the 
reduction in receipts.   
 
A year ago, it was recommended that large cash 
balances in fee agencies be swept to the State General 

Fund.  The Legislature agreed with this proposal.  The 
Board of Pharmacy has since lowered its fees and now 
will not have as much cash to transfer.  The Board of 
Healing Arts was not included in the cash sweep.  It is 
now recommended that the Board of Pharmacy 
transfer be lowered by $335,000 and that the Board of 
Healing Arts be treated as other agencies and have 
$750,000 swept to the State General Fund.   
 
Administrative improvements in the Department of 
Transportation have resulted in $4.2 million that will 
be swept to the State General Fund in the current year.  
 
FY 2006.  The single largest transfer adjustment is to 
account for the Pooled Money Investment Board 
financing $32.6 million in FY 2006 to cover the 27th 
paycheck that will occur in that year.  State employees 
are paid on a biweekly cycle, 26 times per year.  Once 
every 11 years, the timing of the calendar generates 27 
paychecks in a year, which occurs in FY 2006.  To pay 
for the State General Fund portion of this cost that will 
not recur for 11 years, it is recommended that the state 

Adjustments to the Consensus Revenue Estimates
(Dollars in Thousands)

FY 2005
Statewide Funds:

KEY Fund Lower than anticipated settlement revenues (2,957)

Agency Funds:
Board of Pharmacy Lower fee balance sweep (335)
Board of Healing Arts Corrective fee balance sweep 750
Department of Transportation Administrative savings 4,194

Total FY 2005 Adjustments 1,652$        

FY 2006
Delinquent Taxes 6,000

Revenue Transfers to Local Governments (66,214)

Revenue Transfer to State Fair State Fair Capital Improvements Fund (300)
Pooled Money Investment Board Transfer from cash balances for 27th paycheck 29,643
Statewide Funds:

State Water Plan Fund Resume full statutory transfer (6,000)
Agency Funds:

Various Agencies Additional state monies for 27th paycheck (128)
Department of Education State Safety Fund balance sweep 2,000
Regents System Faculty of Distinction (400)
Regents System Regents Research Initiative (4,910)
Highway Patrol Additional operating costs 1,656

Total FY 2006 Adjustments ($38,653)

New auditing staff will collect additional 
delinquent taxes
School District Capital Improvements Fund & 
Special City and County Highway Fund



temporarily transfer $32.6 million from the Pooled 
Money Investment Board.  The money will be 
transferred back over the 11 years, starting with a $3.0 
million payment in FY 2006.  The net effect to the 
State General Fund is a transfer in of $29.6 million. 
 
In FY 2006, it is recommended that $2.0 million be 
swept from the Department of Education’s State 
Safety Fund, which has excess balances from driver’s 
license receipts.  This transfer will not affect state aid 
for driver’s education programs.  To pay for greater 

salaries at the Highway Patrol, it is recommended that 
an additional $1.7 million be transferred from the State 
Highway Fund to the State General Fund.   
 
The table on the previous page lists all of the revenue 
transfer adjustments that have been incorporated in the 
Governor’s budget recommendations for FY 2005 and 
FY 2006.  The table on page 22 combines these 
adjustments with the corrected consensus estimates on 
page 18 to present a total view of State General Fund 
revenues. 

 



Consensus Revenue Estimate
As Adjusted for the Governor's Recommendations

(Dollars in Thousands)

FY 2004 Actual FY 2005 Gov. Estimate FY 2006 Gov. Rec.
Percent Percent Percent

Amount Change Amount Change Amount Change

Property Tax:
Motor Carrier 19,497         24.0 21,000         7.7 22,000         4.8
Motor Vehicle 15,258         N/A 1,100           N/A --                  N/A
Ad Valorem 185              N/A 800              N/A --                  N/A

Total $34,940 122.1     % $22,900 (34.5) % $22,000 (3.9) %

Income Taxes:
Individual 1,888,434    7.9 1,960,000    3.8 2,063,000    5.3
Corporation 141,173       34.2 152,000       7.7 155,000       --             
Financial Inst. 25,435         (18.3) 22,000         (13.5) 22,000         --             

Total $2,055,042 8.9 % $2,134,000 3.8 % $2,240,000 5.0 %

Estate/Inheritance $48,063 2.4 $50,000 4.0 $51,000 2.0

Excise Taxes:
Retail Sales 1,612,067    2.8 1,650,000    2.4 1,703,000    3.2
Compensating Use 214,502 (5.1) 233,000 8.6 237,000 1.7
Cigarette 119,787 (7.3) 118,000 (1.5) 117,000 (0.8)
Tobacco Prod. 4,796 6.3 5,000 4.3 5,200 4.0
Cereal Malt Beverage 2,165 (4.8) 2,200 1.6 2,100 --             
Liquor Gallonage 15,843 7.0 16,000 1.0 16,000 0.0
Liquor Enforcement 40,257 3.7 43,000 6.8 45,000 4.7
Liquor Drink 7,153 4.5 7,500 4.9 7,700 2.7
Corporate Franchise 36,805 18.4 48,000 30.4 45,000 (6.3)
Severance 84,641 16.3 105,400 24.5 88,000 (16.5)

Gas 66,055 17.4 79,100 19.7 66,300 (16.2)
Oil 18,586 12.5 26,300 41.5 21,700 (17.5)

Total $2,138,016 2.1 % $2,228,100 4.2 % $2,266,000 1.7 %

Other Taxes:
Insurance Prem. 107,603       13.9 100,000       (7.1) 100,000       --             
Miscellaneous 3,646           (17.6) 4,500           23.4 4,500           --             

Total $111,249 12.5 % $104,500 (6.1) % $104,500 --             %

Total Taxes $4,387,310 5.9 % $4,539,500 3.5 % $4,683,500 3.2 %

Other Revenues:
Interest 13,870         (27.3) 25,100         81.0 40,350         60.8
Net Transfers 16,718         N/A (1,048)          N/A (14,074)        N/A

Demand to Revenue (62,699)        N/A (71,800)        N/A (77,500)        N/A
Other Transfers 79,417         N/A 70,752         N/A 63,426         N/A

Agency Earnings 55,290         6.8 69,000         24.8 57,200         (17.1)
Federal Grants 45,710         N/A --                 N/A --                  N/A

Total Other Revenue $131,588 27.0 % $93,052 (29.3) % $83,476 (10.3) %

Total Receipts $4,518,898 6.4 % $4,632,552 2.5 % $4,766,976 2.9 %

 



Financial Policies 
 
 
The State of Kansas observes the following financial 
policies to manage fiscal affairs responsibly. 
 
Operating Policies 
 
The state, through performance budgeting principles, 
allocates available public resources in keeping with the 
goals and objectives of state agencies as embodied in 
their strategic plans. 
 
The state emphasizes the preservation of existing 
capital facilities over the construction of new ones.  A 
major portion of the Educational Building Fund for 
universities, Correctional Institutions Building Fund 
for correctional facilities, and State Institutions 
Building Fund for hospitals and juvenile correctional 
facilities is dedicated to rehabilitation and repair. 
 
Revenue Policies 
 
The state maximizes the use of fees, federal funds, and 
other special revenues to preserve the fiscal integrity 
of the State General Fund and ensure budgetary 
flexibility. 
 
The state uses consensus revenue estimates developed 
by executive and legislative professional staff as well 
as university economist consultants as the basis for 
budgetary decisionmaking. 
 
The state collects taxes, penalties and interest, and 
other revenues.  Internally, state collection units make 
multiple efforts to collect amounts due the state by 
using administrative procedures and liens against 
property.  Persistent delinquencies are pursued through 
legal proceedings and, after exhausting all remedies, 
may be referred to a private collection agency. 
 
Cash Management Policies 
 
On a daily basis, the state monitors receipts into, and 
expenditures out of, the state treasury.  Ensuring the 
state has adequate resources at the time obligations 
occur is the primary goal.  Certificates of indebtedness 
are the first tool used to meet this goal.  Managing the 
timing of expenditures is a secondary tool. 

The state invests idle funds to match these anticipated 
cashflow needs by using government securities and 
collateralized bank deposits to provide safety, 
liquidity, and yield in that order. 
 
Debt Service Policies 
 
The state incurs debt through the issuance of revenue 
bonds mainly to finance capital improvements, 
equipment, certain grant programs, and reducing the 
unfunded liability of the KPERS Fund.  The use of 
debt financing for operating expenses is limited. 
 
The constitution allows for the issuance of general 
obligation bonds subject to certain restrictions.  
However, the state has not exercised this authority for 
many years. 
 
The underlying ratings for the most recently issued 
revenue bonds are Aa1 by Moodys and AA+ by 
Standard and Poor’s.  These ratings reflect the state’s 
credit quality in the absence of general obligation debt.  
Other credit factors include a very low debt burden, 
lower unemployment than the national average, a 
broadening and diversified economy, and conservative 
fiscal management combined with sound financial 
operations.  
 
Reserve Policy 
 
The state meets the “balanced budget” provision of the 
Kansas Constitution that requires financial resources 
to be sufficient to cover expenditure obligations. 
 
Accounting, Auditing, & Reporting Policies 
 
The state prepares financial statements in accordance 
with generally accepted accounting principles, and an 
independent certified public accounting firm conducts 
a financial and compliance audit of those statements.  
As a part of that statewide audit, compliance and 
control audits of individual agencies are performed at 
least once every three years.  For budgeting, the state 
avoids double counting expenditures by treating non-
expense items and a number of “off budget” expenses 
as non-reportable. 



Basis of Budgeting 
 
 
Revenue 
 
Receipts to funds in Kansas generally are credited on a 
cash basis, not as accounts receivable.  However, each 
July 1 for cashflow purposes, the Educational Building 
Fund, Correctional Institutions Building Fund, and 
State Institutions Building Fund are credited with 
receipts totaling 95.0 percent of each fund’s actual 
receipts in the previous fiscal year. 
 
Encumbrances 
 
For budgeting purposes, encumbrances are treated as 
reportable expenditures; therefore, no distinction is 
made between cash outlays or liquidated and 
unliquidated encumbrances.  Encumbrances, along 
with the funds to liquidate them, are attributed to the 
fiscal year in which they were incurred. 
 
Expenditures 
 
Expenditures are separated into two categories:  
reportable and non-reportable.  Reportable expenses 
are direct cash outlays and encumbrances for salaries 
and wages; other operating expenditures; aid to local 
governments; other assistance, grants, and benefits; 
and capital improvements incurred by state agencies.  
In general, the dollars reported throughout the budget, 
especially the accumulated totals in statewide tables 
and schedules, are reportable expenditures. 
 
With debt-financed capital projects, the debt service is 
reported in the budget, not the cost of the project.  The 
interest portion is treated as an operating expense, 
whereas the principal portion is a capital expense. 
 
The budgeting and accounting systems differ in their 
reporting of certain capital costs.  For example, a 
facility purchased by bonds through the Kansas 
Development Finance Authority and leased to a state 
agency is reported as a lease/rental cost to the agency 
in the accounting system.  In budgeting, it is reported 
as a capital improvement cost because a facility is 
being added to the state’s inventory of capital assets. 

For budgeting purposes, there are several kinds of non-
reportable expenditures.  Chief among these are so-
called “off budget” expenditures in the Department of 
Administration.  Dollars spent in many state agencies’ 
budgets for printing services, for example, are spent 
again to operate the Printing Plant.  The agencies’ 
costs are treated as reportable and the Printing Plant’s 
non-reportable to avoid counting the same dollars 
twice.  These non-reportable expenditures are included 
separately in the budget reports, but they are not 
included in statewide totals. 
 
Other non-reportable expenditures are clearing and 
suspense funds, revolving funds, inmate or patient 
benefit and trust funds, bond proceeds, and non-
expense items, such as refunds.  Bond proceeds are not 
included in the budget report, except for the bond 
proceeds of the Comprehensive Highway Program. 
 
Balances 
 
Beginning and ending fund balances for budgeting 
purposes generally reflect unencumbered cash 
balances only.  For example, if an encumbrance in a 
prior fiscal year has not been liquidated, the 
accounting system still shows the amount of the cash 
reserve set aside to liquidate that encumbrance.  
Budget reports, on the other hand, deduct the amount 
from the balance in the prior fiscal year, so none of the 
fund activity of the prior fiscal year distorts activity in 
later years.  Thus, for trend analysis and other 
budgeting purposes, it is important to show fund 
activity in the fiscal year to which it is attributed.  The 
current cash status reports of the accounting system, 
on the other hand, are more important for cash 
management. 
 
Funds that become unencumbered when a cash outlay 
is made, especially for the State General Fund, are 
shown as an addition to the beginning balance of the 
fiscal year following the year from which the funds 
were unencumbered.  The effect is to increase 
available funds; however, reported expenditures in 
prior fiscal years for budgeting purposes are not 
adjusted for the unencumbered amounts. 

 



Children’s Initiatives Fund 
 
 

Trust Fund 
 
All proceeds from the national settlement with tobacco 
companies are deposited in a trust fund, which has 
been named the Kansas Endowment for Youth (KEY) 
Fund.  Money in this fund is invested and managed by 
KPERS to provide ongoing earnings. 
 
During FY 2000 the state received $68.2 million in 
tobacco settlement payments.  Payments totaled $52.9 
million in FY 2001, $61.5 million in FY 2002, $61.5 
million in FY 2003, and $52.5 million in FY 2004.  
The current estimate for payments is $53.0 million in 
FY 2005 and $52.0 million in FY 2006.  However, the 
amount and timing of the estimated payments could 
change depending on the profitability of the 
companies, the legal actions pursued by individual 
states and the federal government, and interest accrued 
on delayed payments.  On July 1, 2000, $20.3 million 
repaid the State General Fund for children’s programs 
begun in FY 2000.  The next $70.7 million was 
transferred directly from the KEY Fund to the State 
General Fund.  The next $30.0 million was transferred 
to the Children’s Initiatives Fund.  In FY 2002, $16.0 
million was transferred to the State General Fund and 
$40.0 million to the Children’s Initiatives Fund. 
 
In FY 2003, $24.3 million, the balance of the fund, 
was transferred to the State General Fund and $45.0 
million was transferred to the Children’s Initiatives 
Fund.  In FY 2004, $42.6 million was transferred from 
the KEY Fund to the Children’s Initiatives Fund.  The 
estimated balance of the KEY Fund, $9.9 million, was 

transferred to the State General Fund at the end of FY 
2004.  As it turned out, there was $42,981 remaining at 
the end of FY 2004 because new receipts were slightly 
higher than anticipated.  For FY 2005, the scheduled 
transfer to the Children’s Initiatives Fund would 
ordinarily be $47.3 million.  However, in order to 
increase funding for various children’s programs, a 
transfer of $51.1 million was approved by the 2004 
Legislature.  The Legislature also approved a transfer 
of $4.6 million from the KEY Fund to the State 
General Fund.  However, the current estimate for KEY 
Fund revenues will not support this transfer.  The 
Governor recommends a lower transfer of $1.7 
million.  The FY 2005 recommendation also includes 
$252,882 for administrative expenditures of the 
Children’s Cabinet. 
 
For FY 2006, the Governor recommends a transfer to 
the Children’s Initiatives Fund of $51.7 million and 
Children’s Cabinet administrative expenditures equal 
to the FY 2005 amount.  That will leave a zero balance 
at the end of FY 2006.  The table below summarizes 
the Kansas Endowment for Youth Fund for FY 2003 
through FY 2006. 
 
 

Fund Summary 
 
The table on the next page summarizes the Children’s 
Initiatives Fund for the same fiscal years.  For FY 
2005, the Governor recommends $52.4 million in 
expenditures for children’s programs.  The 
recommendation is almost identical to what was 

  
Kansas Endowment for Youth Fund Summary

Actual Actual Gov. Rec. Gov. Rec.
FY 2003 FY 2004 FY 2005 FY 2006 

Beginning Balance 7,814,894$    --$                  42,981$         --$                  

Revenues 61,511,858 52,531,729 53,000,000 52,000,000
Transfer Out to CIF (45,000,000) (42,588,748) (51,135,585) (51,747,118)
Transfer Out to State General Fund (24,326,752)   (9,900,000)     (1,654,514)     --                    
    Total Available --$                  42,981$         252,882$       252,882$       

Children's Cabinet Admin. Expend. --                    --                    252,882         252,882         
    Ending Balance --$                  42,981$         --$                  --$                  



Children's Initiatives Fund Summary
Actual Actual Gov. Rec. Gov. Rec.

FY 2003 FY 2004 FY 2005 FY 2006 
Beginning Balance 3,757,486$    2,589,146$    3,199,475$    1,447,220$    
Released Encumbrances 1,361,623      253,889         --                    --                    
    Adjusted Balance 5,119,109$    2,843,035$    3,199,475$    1,447,220$    
Revenues:
    Transfer In from KEY Fund 45,000,000 42,588,748 51,135,585 51,747,118
    Transfer Out to State General Fund (3,873,144)     (1,144,144)     (500,000)        --                    
        Total Available 46,245,965$  44,287,639$  53,835,060$  53,194,338$  

Original Approved Expenditures 43,656,819 41,088,164 53,812,310 --                    
Lapse of FY 2004 Reappropriations --                    --                    (1,424,470)     --                    

Recommended Expenditures --                    --                    52,387,840    53,194,338    
    Ending Balance 2,589,146$    3,199,475$    1,447,220$    --$                  

approved by the 2004 Legislature.  Except the 
$250,000 that was approved for the Tele-Kid Health 
Care Link is increased to $287,792, and the $2.5 
million that was approved for Parent Education is 
increased to $2,659,755.  This allows the programs to 
carryforward monies that were approved but not spent 
in FY 2004.  All other unspent appropriations are 
lapsed in the Governor’s recommendation for the 
current year.  For FY 2006, the Governor recommends 
$53.2 million from the Children’s Initiatives Fund.   
 
 
 

FY 2006 Recommendations 
 
Each of the programs recommended for FY 2006 is 
listed in the table on the next page and described in 
detail in this section.  In addition, Schedule 2.3 at the 
back of this volume provides expenditure data by 
program, by agency, for FY 2004 through FY 2006. 
 
 
Social & Rehabilitation Services 
 
Children’s Mental Health Initiative.  The Governor 
recommends $3.8 million for the Children’s Mental 
Health Waiver Program.  The program expands 
community-based mental health services for children 
with severe emotional disturbances. 
 
Family-Centered System of Care.  The Governor 
recommends $5.0 million for the statewide Family 

Centered System of Care Program in FY 2006.  The 
program provides mental health and prevention 
services for children with severe emotional 
disturbances. 
 
Therapeutic Preschool.  The Governor continues 
funding of therapeutic preschool programs with $1.0 
million in FY 2006.  The program serves infants and 
young children who are at risk for abuse, neglect, and 
future emotional, social, or behavioral disorders.  
Services are targeted to two-and-a-half to five-year-old 
special needs children who have a severe emotional 
disturbance and who are unable to attend other 
preschools because of their behavior.  The Therapeutic 
Preschool Program also extends care to kindergarten 
children who attend public school special education 
services for half of the day and the therapeutic 
preschool for the remainder. 
 
Child Care Services.  The Governor recommends 
$1.4 million for child care services.  Child care 
services are available to parents participating in SRS 
job preparation programs or family preservation 
services, children with disabilities, and parents in the 
first year of employment after leaving welfare.  
Recommended expenditures for child care assistance 
total $63.4 million from all funding sources. 
 
Community Services for Child Welfare.  An amount 
of $3.5 million is recommended for community 
services for child welfare.  This program will make 
funding available on a competitive bid basis to local 

 



collaborative groups committed to keeping children in 
non-abuse or non-neglect cases in their homes and 
schools using community intervention programs and 
supports, rather than out-of-home placements.   

HealthWave.  The Governor recommends $2.0 
million for HealthWave.  This program provides 
insurance coverage for children whose family income 
is less than 200.0 percent of the federal poverty level.  
Cost sharing enables some families whose income is at 
or above 200.0 percent of the poverty level to 
participate in the program for a fee.  The Governor 
recommends a total of $58.0 million for HealthWave, 
including $14.0 million from the State General Fund 
and $42.0 million in federal funds. 

Smart Start Kansas.  The Governor recommends 
$8.9 million for Smart Start Kansas, a Children’s 
Cabinet program.  Grants will be awarded to early 
childhood programs that are research driven and 
outcome based as well as compatible with the 
Communities That Care model. 

Program or Project FY 2006

Social & Rehabilitation Services
Children's Mental Health Initiative
Family-Centered System of Care
Therapeutic Preschool
Child Care Services
Community Services for Child Welfare
HealthWave
Smart Start Kansas
Children's Cabinet Accountability Fund
Medical Assistance
Immunization Outreach 500,000      
Family Preservation 2,957,899   
Attendant Care for Independent Living 50,000        
School Violence Prevention 228,000      

Total--SRS

Health & Environment--Health
Healthy Start/Home Visitor
Infants & Toddlers Program
Smoking Prevention Grants

Total--KDHE

Department of Education
Four-Year-Old At-Risk Programs
Parent Education
Reading and Vision Research
Special Education

Total--Education

University of Kansas Medical Center
Tele-Kid Health Care Link

Juvenile Justice Authority
Juvenile Prevention Program Grants
Juvenile Graduated Sanctions Grants

Total--JJA

Total

Children's Initiatives Fund

5,504,045     

5,000,000     
1,000,000     
1,400,000     
3,492,101     

250,000        

3,800,000     

800,000        
500,000        

32,865,293$ 

2,000,000     

3,000,000     

8,895,491     
541,802        

53,194,338$ 

250,000$      

9,000,000$   

1,550,000$   

5,414,487     
3,585,513     

9,529,045$   
1,225,000     

300,000        
2,500,000     

 
Children’s Cabinet Accountability Fund.  The 
Governor recommends $541,802 for the Children’s 
Cabinet Accountability Fund.  This fund will be used 
to ensure that tobacco settlement monies are being 
targeted effectively and to assess programs and 
services that are being funded. 
 
Medical Assistance.  The Governor recommends $3.0 
million for FY 2006 to offset the cost of providing 
Medicaid services to low-income children.   The 
Children’s Initiatives Fund dollars are part of the 
state’s match for federal Medicaid reimbursement. 
 
Immunization Outreach.  The Governor proposes 
$500,000 for FY 2006 for SRS to increase the number 
of children immunized in Kansas.  The funds will be 
targeted toward expanding outreach efforts and 
emphasizing the importance of timely immunizations. 
 
Family Preservation.  The Governor recommends 
$11.4 million for family preservation services, with 
$3.0 million from the Children’s Initiatives Fund, to 
provide services to approximately 2,790 families each 
month.  These are families that have a high risk of a 
child being removed from home.   
 
Attendant Care for Independent Living (ACIL).  
The Governor recommends $50,000 from the 
Children’s Initiatives Fund in FY 2006 to purchase 
durable medical equipment. 
 
School Violence Prevention Grants.  The Governor 
recommends $228,000 to provide children with mental 
health and support services in the school setting.  The 
program provides competitive grants to reduce school 
violence, substance abuse, and the number of dropouts 
and delinquents.   
 
 
Health & Environment—Health 
 
Healthy Start/Home Visitor.  The Governor seeks to 
maintain the number of families that receive assistance 

 



through prenatal care and follow-up visits by 
recommending $250,000 from the Children’s 
Initiatives Fund.  This recommendation continues 
funding at the level of the approved FY 2005 amount.   
 
Infants & Toddlers Program.  The Governor 
recommends funding of $800,000 for the Infants and 
Toddlers Program.  It provides leadership in the 
planning, development, and promotion of policies and 
procedures to identify infants and toddlers with 
developmental delay and to provide early intervention 
services to eligible children and their families.  In total 
for FY 2006, recommended expenditures for the 
program are $5.8 million from state and federal funds.  
The Governor’s budget recommendation continues the 
approved current year funding from the Children’s 
Initiatives Fund.   
 
Smoking Prevention Grants.  The negative effects of 
smoking pose serious health risks to members of the 
community.  The Governor recommends $500,000 in 
FY 2006 to be targeted for tobacco use prevention 
programs, the same as the approved amount for FY 
2005.  Administered by the Department of Health and 
Environment, these funds could be distributed as 
grants to non-profit organizations or be used to 
implement new prevention programs within the 
Department. 
 
 
Department of Education 
 
Four-Year-Old At-Risk Program.  Of the estimated 
35,000 four-year-olds in Kansas, approximately 
10,000 meet one or more criteria that would identify 
them as “at-risk.”  Head Start and special education 
serve 4,500 of these children.  For the other 5,500, the 
Governor includes $5.5 million from the Children’s 
Initiatives Fund to continue the four-year-old at-risk 
early education program.  This is an increase of $1.0 
million over previous years and will prevent students 
from starting school without necessary cognitive and 
social skills.  The balance of funding necessary to 
provide services to these children, $8.2 million, is 
financed by the State General Fund.  Evaluations are 
made to determine whether the children served by the 
program are improving in their development and 
school readiness.  
 
Parent Education.  One of the primary prevention 
programs is the state’s Parent Education Program.  

Designed to maximize children’s overall development 
during the first three years of life, it lays the 
foundation for school success and minimizes 
developmental problems that might interfere with 
learning.  As a child’s first and most influential 
teachers, parents benefit from practical information 
and support.  The Governor recommends funding in 
FY 2006 to continue the program for 17,000 Kansas 
families.  Total funding of $7.1 million is financed by 
$4.6 million from the State General Fund and $2.5 
million from the Children’s Initiatives Fund.  The 
program curriculum is based on the most current brain 
research and is designed to strengthen the foundations 
of later learning—curiosity, language and intellectual 
development, and social skills. 
 
Vision Research & Services.  Research indicates that 
20.0 percent of children entering kindergarten have 
some form of vision problem and this percentage 
doubles to 40.0 percent by high school.  A recent study 
revealed that for over 90.0 percent of poor readers, 
prevention and intervention programs and strategies 
increase reading skills to at least average.  Monies 
from the Children’s Initiatives Fund are spent to 
provide vision therapy to students with reading 
problems. The $300,000 included in the Governor’s 
FY 2006 budget is for vision treatment and 
examinations.  Students who have received treatment 
under this program increased their ability to converge 
their eyes on near objects, greatly improving their 
reading skills.   
 
Special Education.  Monies were first appropriated by 
the 2002 Legislature from the Children’s Initiatives 
Fund for special education in order to maintain state 
aid at the level of 85.0 percent of excess costs while 
saving State General Fund monies.  This same amount, 
$1.2 million, is maintained in FY 2006 by the 
Governor for special education programs, which will 
be combined with $249.8 million from the State 
General Fund.   
 
 
University of Kansas Medical Center 
 
Tele-Kid Health Care Link.  The Governor 
recommends $250,000 from the Children’s Initiatives 
Fund for the Tele-Kid Health Care Link.  That funding 
is matched by another $250,000 from restricted fees.  
The University of Kansas Medical Center was the first 
hospital in the country to deliver medical services to 

 



local schools.  The project uses personal computer 
based telemedicine technology that links physicians 
and children for clinical visits from the school nurse’s 
office to the doctor’s office.  The funding will assist 
the Medical Center in expanding the program to 
Wichita and rural areas. 
 
 
Juvenile Justice Authority 
 
Prevention Program Grants.  The Governor 
recommends $5.4 million for FY 2006 to address the 
importance of prevention programs in reducing 
juvenile crime.  The Governor’s recommendation 

allows for the establishment and maintenance of 
community-based delinquency prevention programs.  
These programs include truancy prevention, at-risk 
mentoring, after school recreation, and family support 
services. 
 
Graduated Sanctions Grants.  The Governor 
recommends $3.6 million in FY 2006 for community 
services for juvenile offenders who are committed to 
community corrections programs.  These funds, in 
addition to other funding, enable communities to 
provide supervision for juvenile offenders through 
intake and assessment, intensive supervision, case 
management, and community support services. 

 

 



Gaming Revenues 
 
 
The State Gaming Revenues Fund (SGRF) is 
capitalized through monthly transfers from the Kansas 
Lottery and the Kansas Racing and Gaming 
Commission.  Transfers are then made from the 
Gaming Fund to funds dedicated to economic 
development initiatives, prison construction and 
maintenance projects, local juvenile detention 
facilities, treatment of pathological gamblers, and the 
State General Fund. 

Gaming Revenues Fund
(Dollars in Thousands)

FY 2004 FY 2005 FY 2006
Transfers In:

Lottery 67,383   64,250   66,000   
Racing & Gaming 278        75          --           

Total 67,661$ 64,325$ 66,000$ 

Transfers Out:
EDIF 42,432   42,432   42,432   
JDFF 2,496     2,496     2,496     
CIBF 4,992     4,992     4,992     
PGGF 80          80          80          

Transfer to SGF 17,661   14,325   16,000   

Total 67,661$ 64,325$ 66,000$ 
Totals may not add because of rounding.

 
 
Status of the Gaming Fund 
 
The first $50.0 million of receipts is divided by a 
formula which first transfers $80,000 to the Problem 
Gambling Grant Fund (PGGF).  Then 85.0 percent of 
the balance is transferred to the Economic 
Development Initiatives Fund (EDIF), 10.0 percent to 
the Correctional Institutions Building Fund (CIBF), 
and 5.0 percent to the Juvenile Detention Facilities 
Fund (JDFF).  Any receipts to the SGRF in excess of 
$50.0 million must be transferred to the State General 
Fund in the fiscal year in which the revenues are 
recorded.   
 
In the Gaming Revenues Fund table, the $14.3 million 
and $16.0 million State General Fund transfers 
projected for FY 2005 and FY 2006, respectively, 
reflect the revenues deposited in the Gaming Revenues 
Fund in each year, minus $50.0 million in combined 
transfers to the PGGF, EDIF, CIBF, and JDFF. 
 
 
Lottery  
 
The monthly transfers from the Kansas Lottery are 
designated to be any money in excess of what is 
needed for operation of the Lottery.  For FY 2005, the 
agency will be transferring a minimum of $64,250,000 
to the SGRF.  For FY 2006, the budget plan includes 
total transfers of $66.0 million.  The Lottery estimates 
total ticket sales of $223.5 million for FY 2006.  Of 
total ticket sales, $2.5 million is from the Veterans 
Benefit Games.  The 2004 Legislature made the 
Veterans Benefit Games permanent. 
 

The monthly transfers required by law are considered 
to be within the normal course of the Lottery’s 
business activities.  For the past few years, however, 
one-time transfers have been approved, in addition to 
those described above, which are considered to be 
outside the normal course of the agency’s business.  
These one-time transfers have been used to supplant 
limited resources of the State General Fund and the 
Economic Development Initiatives Fund.  The table 
above deals only with Lottery transfers made in the 
normal course of business. 
 
 
Racing 
 
Each month, receipts from racing activities throughout 
the state are transferred to the State Racing Fund for 
agency operations.  Any excess receipts, as determined 
by the Executive Director and the Director of 
Accounts and Reports, are transferred to the SGRF.  
This process takes into consideration such factors as 
adequate fund balances, encumbrances, anticipated 
revenues, and actual revenues and expenditures to 
date.  The Governor’s recommendations assume the 
agency will transfer $75,000 in FY 2005.  At this time 
it does not appear that there will be a transfer in FY 
2006 to the SGRF from racing activities because 
revenue from racetracks continues to decrease.  



Economic Development Initiatives Fund 
 
 
The Governor targets the limited resources of the 
Economic Development Initiatives Fund to support the 
Economic Revitalization Plan passed by the 2004 
Legislature and to other priority areas of economic, 
technological, and workforce development 
 
 

Fund Summary 
 
The primary recipients of funds from the Economic 
Development Initiatives Fund (EDIF) in FY 2006 are 
the Department of Commerce ($15.9 million), the 
Board of Regents ($9.7 million), and the Kansas 
Technology Enterprise Corporation ($11.9 million).  
Commerce also receives a transfer of $3.0 million to 
its KEIOF Program.  A summary of the status of the 
EDIF is presented in the table below. 
 
The EDIF is capitalized through transfers from the 
State Gaming Revenues Fund.  Currently, 85.0 percent 
of the receipts deposited in the State Gaming 
Revenues Fund, after the statutory transfer of $80,000 
is made to the Problem Gambling Grant Fund, are 

transferred to the EDIF.  The Gaming Revenues Fund 
is limited to $50.0 million each year, and transfers to 
the EDIF can reach $42.4 million in a fiscal year.  
“Other revenue” includes interest, transfers from other 
funds, reimbursement of loans, and recoveries from 
prior years.   
 
At the beginning of FY 2005, the EDIF experienced a 
cashflow problem.  In the previous year, there was 
authorization in the appropriations bill to make a 
bookkeeping entry that credited $21.0 million to the 
EDIF, which was equal to 50.0 percent of the revenue 
expected to be received in the fund.  The credit was 
necessary because revenue transfers to the EDIF from 
lottery sales do not begin until August of the fiscal 
year, yet agencies begin to spend EDIF monies in July.  
The credit was erased when EDIF revenues were 
actually received, still within the same fiscal year.  The 
same language for FY 2005, however, was 
inadvertently left out of the appropriations bill.  That 
created a cashflow problem at the beginning of FY 
2005.  As a result, the Division of Accounts and 
Reports and the Division of the Budget began to 

Actual Actual Gov. Est. Gov. Rec.
FY 2003 FY 2004 FY 2005 FY 2006

Beginning Balance 3,550,654$    1,403,082$    2,974,689$    168,881$       
Released Encumbrances 1,346,451        561,304           --                    --                    

Adjusted Balance 4,897,105$    1,964,386$    2,974,689$    168,881$       
Revenues:

Gaming Revenues 42,432,000      42,432,000    42,432,000    42,432,000      
Other Revenues 386,986          421,621         300,000         637,261          
State General Fund (3,165,908)     --                  --                   --                   
KEOIF (3,325,000)     (2,975,000)   (3,225,000)   (3,000,000)     
KEIEP (475,000)       (423,246)      (300,000)      --                   
Export Loan Guarantee Fund --                   870,403         --                   --                   
State Water Plan Fund (1,900,000)     (1,900,000)   (2,000,000)   (2,000,000)     
Lottery Operating Fund --                   2,000,000      --                --                
BEST Reductions --                   --               (106,760)   --                
Other Transfers Out (18,747)      (37,570)     --                --                

Total Available 38,831,436$  42,352,594$ 40,074,929$ 38,238,142$  
Expenditures 37,428,354      39,377,905      39,906,048      38,200,881      

Ending Balance 1,403,082$    2,974,689$    168,881$       37,261$         

Economic Development Initiatives Fund Summary

  



monitor expenditures from the fund daily.  Actions, 
such as releasing encumbrances and adjusting the 
timing of revenue transfers, were taken to allow 
agencies to make payments from the EDIF that were 
considered a priority. 
 
By December 2004, it was expected that the fund 
balance in the EDIF would allow for a positive 
cashflow for the rest of FY 2005.  Consequently, the 
daily monitoring of expenditures was no longer 
necessary.  The introduced version of the FY 2006 
appropriations bill, the Governor’s recommendations 
will restore the necessary language for the credit to be 
established for the EDIF. 
 
 
 

FY 2006 Recommendations 
 
The Governor’s recommendations for FY 2006 are 
summarized in the table below and described after the 
table in detail by agency and by program.  They are 
also listed in Schedule 2.4 at the back of this report for 
FY 2004 through FY 2006. 

Department of Commerce 
 
For FY 2006, the Governor recommends $18.9 million 
for Commerce, $15.7 million in the form of an 
operating grant, $3.0 million to be transferred to the 
Economic Opportunity Initiatives Program, and 
$239,430 for the Older Kansans Employment 
Program.  The FY 2006 budget recommendations for 
Commerce provide a slight increase over its FY 2005 
revised budget.  In FY 2006, the agency is expected to 
continue to operate its traditional programs and at the 
same time develop its new programs approved during 
the 2004 Legislative Session.  The Governor reduces 
salaries by $480,625, including $130,648 from EDIF, 
based on personnel turnover in the agency.   
 
Some of Commerce’s traditional programs include 
Attraction Development Grants in its Travel and 
Tourism Division and the Kansas Industrial Training 
and Retraining (KIT/KIR) programs in its renamed 
Business & Workforce Division.  Some of the new 
programs came from the Governor’s Economic 
Revitalization Plan, which was introduced and 
approved during the 2004 Legislative Session and 
includes the Center for Entrepreneurship and Rural 
Business Tax Credits.   

Economic Development Initiatives Fund

FY 2006

Department of Commerce
Older Kansans Employment Program 239,430         
Operating Grant 15,665,118    

Total--Commerce 15,904,548$  

Kansas Technology Enterprise Corporation
Operations 1,671,984      

 University & Strategic Research 5,550,950      
 Commercialization 1,715,082      
 Mid-America Manufacturing Center 1,586,478      
Product Development 1,386,562      
   Total--KTEC 11,911,056$  

Kansas, Inc. 382,615         

Board of Regents
Matching Grants--AVTS 180,500         
Postsecondary Aid--AVTS 6,957,162      
Capital Outlay--AVTS 2,565,000      
   Total--Board of Regents 9,702,662$    

State Conservation Commission
Wind Energy Conservation Easements 300,000         

Total 38,200,881$  

Program or Project

 
The agency is also integrating employment and 
workforce training programs transferred from the 
renamed Department of Labor, as directed by the 
Governor’s Executive Reorganization Order No. 31, 
also introduced and approved during the 2004 
Legislative Session.  Included in the transfer from 
Labor was the Older Kansans Employment Program, 
which in addition to other responsibilities, facilitates 
the development of job opportunities for older Kansans 
in private industry.  An update of the outcomes that 
measure the Department of Commerce’s performance 
under the operating grant concept is at the end of this 
section. 
 
 
Kansas Technology Enterprise Corp. 
 
The Kansas Technology Enterprise Corporation 
(KTEC) provides research support, direct company 
investments, and business assistance.  KTEC’s 
philosophy targets sustainable economic leadership 
through technological innovation.  The Governor 
recommends $11,823,383 in FY 2005.  The agency 
had a large carryforward balance from the EDIF of 
$461,709 from FY 2004 to FY 2005.  The balance is 

  



Kansas, Inc. the result of cancellation of anticipated grants to 
universities.  Applying shrinkage in FY 2005 reduces 
the agency’s budget by $128,544. 

 
The Governor recommends $382,615 for Kansas, Inc. 
in FY 2006 to continue strategic analysis of, and 
planning for, economic development for the state.  The 
agency conducts economic development planning, 
policy research, and program evaluation to accomplish 
its mission. 

 
For FY 2006, the Governor recommends $11,911,056 
from the EDIF.  The agency’s budget includes a net 
decrease in salaries of $20,287 but was increased by 
$435,755 for the Commercialization Program 
discussed below.  KTEC continues to be responsible 
for the planning and development costs for the 
Bioscience Authority.  The organization is charged 
with funding, among other things, research and 
scientific positions and laboratory resources at Kansas 
academic institutions.   

 
 
Board of Regents 
 
For FY 2006, the Governor recommends $9,522,162 
for postsecondary education at area vocational-
technical schools from the EDIF.  This is in addition to 
$20.7 million in State General Fund dollars.  The 
recommendation also includes $180,500 for a technical 
innovation and internship program at postsecondary 
institutions, for a total of $9,702,662. 

 
University & Strategic Technology Research.  
KTEC finances five centers of excellence.  These are 
university-based research centers, each with a different 
technology specialization, that conduct innovative 
research and provide technical assistance to Kansas 
businesses.  The Governor recommends $5,550,950 
for this program in FY 2006.   

 
 
State Conservation Commission  
 Commercialization.  Commercialization entails the 

development of technology research into a product 
concurrently with the many steps required to develop 
the business, such as marketing and sales.  KTEC co-
funds seven innovation and commercialization 
corporations that provide business development and 
financing to start-up technology-based businesses in 
Kansas.  The Governor recommends $1,715,082 for 
this program, which includes an additional $435,755 
for new incentives to recruit successful entrepreneurs 
to match with emerging companies and to attract 
existing high technology companies to Kansas. 

Wind Energy Conservation Easements.  The 
Governor recommends funding of $800,000 in FY 
2006 for the Conservation Easement Program.  
Funding for this voluntary program that protects farm 
and ranchlands from conversion includes a 
combination of $500,000 from the State General Fund 
and $300,000 from the Economic Development 
Initiatives Fund.  The program is designed to assist 
landowners in purchasing easements based on the 
appraised value of the land.   
 
The USDA Farm and Ranchlands Protection Program 
(FRPP) provides a share of the appraised value not to 
exceed 50.0 percent.  A cooperating landtrust or the 
State of Kansas may apply for an FRPP contract and, if 
approved, the cooperating organization may provide a 
share of the contribution.  Through this program, the 
state will provide a matching share of the purchase 
price of the conservation easement.  A landowner and 
local government will make up the remaining portion.  
The State Conservation Commission (SCC) will 
administer the program, using state funds for 
successful applications filed for funding through the 
federal FRPP.  The SCC will also try to fund 
conservation easement applications that are not 
eligible for the federal protection program.  

 
Mid-America Manufacturing Technology Center.  
This program provides business assistance in 
improving a manufacturer’s technical capabilities.  
Companies will be more competitive through the 
adoption of known technological processes.  For FY 
2006, the program will be allocated $1,586,478. 
 
Product Development Financing.  This program 
finances technology product development at new and 
existing small Kansas companies.  Funding is provided 
for the applied research stage of technology, initial 
commercialization, and matching monies to help 
businesses receive federal grants.  The Governor 
recommends $1,386,562 for this program in FY 2006.   

  

  



FY 2004 FY 2005 FY 2006
Actual Gov. Estimate Gov. Estimate

Jobs created by projects utilizing 
KDOC assistance 8,978 6,500 6,500

Jobs retained by projects utilizing 
KDOC assistance 8,082 8,500 8,500

Payroll generated by projects utilizing 
KDOC assistance $222,756,563 $210,000,000 $205,000,000

Capital investment in Kansas resulting from 
projects utilizing KDOC assistance $280,800,000 $335,000,000 $313,000,000

Funds leveraged through match in projects
utilizing KDOC assistance $16,273,295 $18,000,000 $16,500,000

Individuals trained through workforce 
development programs 8,979 9,400 9,000

Sales generated by projects utilizing KDOC 
assistance $67,928,275 $74,000,000 $69,500,000

Increase in visitation resulting from KDOC 
tourism promotion efforts 318,437 320,000 318,000

Tourism revenue generated as a result of 
KDOC tourism promotion $32,494,970 $34,000,000 $32,000,000

Kansans served with counseling, technical 
assistance, or business services 4,586 4,450 4,400

Number of communities receiving community 
assistance services 371 315 300

EDIF Operating Grant
Outcome Measures

 

  



 State Water Plan Fund 
 
 

Water Plan Objectives 
 
The Kansas Water Authority (KWA) annually reviews 
and prepares the Kansas Water Plan, which provides 
the framework for the management, conservation, 
restoration, and protection of the state’s water 
resources.  The Authority establishes objectives of the 
Kansas Water Plan after extensive research and public 
debate.  The KWA and the Governor’s Natural 
Resources Sub-Cabinet recommend priority projects 
that will facilitate specific solutions to critical water 
issues.  The priorities include preserving the life of the 
High Plains/Ogallala Aquifer, developing watershed 
restoration and protection plans, creating regional 
public water supply strategies, and financing the 
unfunded liability for reservoir storage debt. 
 
Public Water Supply.  It is the intent of the Kansas 
Water Authority to ensure that sufficient surface water 
storage will be available to meet projected year 2040 
public water supply needs.  Further, this objective will 
ensure that less than 5.0 percent of public water 
suppliers will be drought vulnerable.  Finally, the 
Authority intends that all public water suppliers will 
have adequate water treatment, storage, and 
distribution systems as well as the managerial and 
financial capability to meet federal Safe Drinking 
Water Act regulations. 

Water Conservation.  The number of public water 
suppliers with excessive “unaccounted for” water 
usage will be reduced by targeting those with 
unaccounted water usage of 30.0 percent or more.  
Also to be reduced are the number of irrigation points 
of diversion for which the acre feet per acre (AF/A) of 
water use exceeds the respective regional 1.0 AF/A 
standard in eastern Kansas, 1.5 AF/A in central 
Kansas, 2.0 AF/A in western Kansas, and the number 
of water users who overpump the amount authorized 
by their water rights. 
 
Water Management.  Water level decline rates in the 
Ogallala Aquifer will be reduced, and enhanced water 
management techniques will be implemented in 
targeted areas, including cost share programs that 
reduce consumption.  This aquifer is the dominant, 
often sole, source of water in western Kansas. 
 
Water Quality Protection.  The Authority intends to 
reduce the average concentration of bacteria, 
biochemical oxygen demand, and dissolved solids, 
nutrients, metals, and pesticides which have an 
adverse effect on the water quality of Kansas lakes and 
streams.  Further, the Plan calls for a reduction in the 
average concentration of dissolved solids, metals, 
nitrates, pesticides, and volatile organic chemicals that 
adversely affect the water quality of Kansas 
groundwater. 

  State Water Plan Fund
Actual Actual Gov. Est. Gov. Rec.

FY 2003 FY 2004 FY 2005 FY 2006

Beginning Balance 1,666,000$      1,666,460$      1,999,989$      306,826$         
Released Encumbrances 574,224           -- --                      936,879           

Adjusted Balance 2,240,224$      1,666,460$      1,999,989$      1,243,705$       
Revenues:

Fee Revenue  6,468,391 9,137,930        9,115,000        8,804,000        
Transfer in from State General Fund 6,000,000 3,773,949        3,748,839        6,000,000        
Transfer in from the EDIF 2,000,000 1,900,000        2,000,000        2,000,000        
Transfer out to State General Fund (20,543)            (5,724)              --                      --                      
Transfer out to KCC for Well-Plugging --                      --                      (667,000)          (400,000)          

Total Available 16,688,072$    16,472,615$    16,196,828$    17,647,705$     
Expenditures 15,021,612      14,472,626      15,890,002      17,589,283      

Ending Balance 1,666,460$      1,999,989$      306,826$         58,422$           



Flood Management.  The Kansas Water Authority 
aims to reduce the vulnerability to flood damage 
within identified communities and areas.  This is 
achieved by preventing inappropriate development in 
flood prone areas, improving forecasting and warning 
systems, restoring and protecting wetland areas, and 
using structural measures such as dams, levees, and 
channel modifications. 
 
Riparian & Wetland Management.  Priority 
wetlands and riparian areas will be maintained, 
enhanced, or restored. Such activities will ensure that 
soil erosion is kept to a minimum. 
 
Water-Based Recreation.  The Kansas Water 
Authority will strive to increase the number of 
recreational opportunities at public lakes and streams.  
 
Data & Research.  Data collection, research projects, 
and information sharing activities will focus on 
specific water resource issues, as identified in the 
water planning process, and guide state water resource 
program operations. 
 
Public Information & Education.  It is the intent of 
the Kansas Water Authority to develop public 
information activities that ensure public awareness of 
the status of water resources in Kansas and educational 
activities that will increase public knowledge and 
understanding of Kansas water resources.  Such 
activities will assist the public in making effective 
water conservation and management decisions. 
 
 
 

Fund Summary 
 
Water Plan projects are largely financed through the 
State Water Plan Fund.  The table on the previous page 
summarizes actual State Water Plan Fund revenues 
and expenditures for FY 2003 and FY 2004 and 
estimates for FY 2005 and FY 2006 to illustrate the 
financial status of the fund.   
 
FY 2006 fee fund revenue estimates are shown in the 
following table.  User fee receipts, which make up a 
portion of the fund’s revenue, have been relatively 
stable, totaling $9.1 million in FY 2004 and FY 2005 
and $8.8 million in FY 2006.  In addition to fee fund 
revenue, there is a statutory transfer from the State 
General Fund and the Economic Development 

Initiatives Fund into the State Water Plan Fund each 
year, $6.0 million and $2.0 million, respectively.  In 
recent years, these two transfers were reduced because 
of revenue shortfalls, which limited project completion 
for agencies that rely on State Water Plan financing.  
The Governor recommended restoration of the EDIF 
transfer to its historical level a year ago and 
recommends a return to the statutory transfer amount 
from the State General Fund in FY 2006.  This higher 
level of revenue, together with the expected release of 
$936,879 in prior-year encumbrances, will allow 
important water quality initiatives to be addressed in 
FY 2006. 

FY 2006
Municipal Water Fees 3,334,000     
Fertilizer Registration Fees 2,856,000     
Industrial Water Fees 1,100,000     
Pesticide Registration Fees 901,000        
Sand Royalty Receipts 211,000        
Stock Water Fees 357,000       
Fines 45,000          

Total 8,804,000$  

State Water Plan Fee Revenue 

 
The Governor’s recommendation includes a transfer 
from the State Water Plan Fund to the Kansas 
Corporation Commission for the investigation, 
remediation, and plugging oil and gas wells that were 
abandoned prior to July 1, 1996.  Funding for well 
plugging activities usually comes from statutory 
revenue transfers of $400,000 each from the agency’s 
Conservation Fee Fund, the State General Fund, and 
the State Water Plan Fund.  For FY 2005, $667,000 
was approved for this purpose.  For FY 2006, the 
Governor recommends that the State Water Plan Fund 
transfer total $400,000. 
 
 
 

FY 2006 Recommendations 
 
Starting in FY 2002, the expenditures from this fund 
have been appropriated directly from the State Water 
Plan Fund to simplify the appropriation process and to 
facilitate management of the fund for cashflow 
purposes.  The Governor’s FY 2006 recommendations 
for the State Water Plan Fund are summarized in a 
table on the next page, followed by more detailed 



descriptions of the recommendations.  In addition, 
State Water Plan Fund projects are listed in Schedule 
2.5 in the back of this report.   

The Governor’s recommendations for expenditures 
from the State Water Plan Fund total $17,589,283 for 
FY 2006.  Under the Governor’s recommendations, 
six state agencies will receive State Water Plan Fund 
dollars.  The Governor’s recommendation is based on 
the priorities established by the Sub-Cabinet on 
Natural Resources, which includes projects and 
programs aimed at water resource conservation and 
water quality improvement.  The Governor’s FY 2006 
recommendation is $1,699,281 more than the FY 2005 
revised estimate and reflects the addition of funding 
for the Irrigation Transition Program and returning to 
the statutory transfer from the State General Fund.  

Project or Program FY 2006
University of Kansas

Geological Survey 40,000          

Department of Agriculture
Interstate Water Issues 255,289        
Floodplain Management 73,176          
Subbasin Water Resources Mgt. 554,369        
Water Appropriations 183,219        
Water Use Study 60,018          

Total--Dept. of Agriculture 1,126,071$   

State Conservation Commission
Water Resources Cost-Share 3,495,218     
Nonpoint Source Pollution Asst. 2,799,520     
Conservation District Aid 1,044,000     
Buffer Initiatives 307,157        
Watershed Dam Construction 352,499        
Irrigation Transition Program 1,310,000     
Riparian and Wetland Program 249,782        

Total--Conservation Commission 9,558,176$   

Health & Environment--Environment
Contamination Remediation 983,867        
Local Environmental Protection 1,502,737     
Nonpoint Source Technical Asst. 385,975        
WRAPS Program 800,000        
TMDL Initiatives 323,338        

Total--Health & Environment 3,995,917$   

Kansas Water Office
Kansas Water Authority Operations 37,384          
Water Planning 313,205        
Assessment & Evaluation 650,602        
GIS Data Base Development 247,405        
MOU--Operations & Maintenance 409,132        
PMIB Loan Payment for Storage 237,945        
Stream Gaging Program 392,296        
Technical Assist. to Water Users 246,150        
Weather Modification 120,000        
Water Resouce Education 60,000          

Total--Kansas Water Office 2,714,119$   

Wildlife & Parks
Stream Monitoring 40,000          
River Access 115,000        
   Total--Wildlife & Parks 155,000$      

Total 17,589,283$ 

State Water Plan Fund 

 
 
University of Kansas 
 
Geological Survey.  Included in the Governor’s 
recommendation for the State Water Plan budget is 
$40,000 for the Geological Survey.  The funding will 
be used to continue the analysis of water depletion in 
the Ogallala Aquifer.  This study began in FY 2002 as 
a water resource priority.  Specifically, the Geological 
Survey will evaluate estimated water level declines in 
the aquifer by decade, precipitation in the area, and 
aquifer recharge rates. 
 
 
Department of Agriculture 
 
The Governor recommends a total of $1,126,071 from 
the State Water Plan Fund for the Department of 
Agriculture.  This recommendation will fund five 
programs aimed at water resource management. 
 
Interstate Water Issues.  Interstate water issues will 
continue to be a priority of the Governor in order to 
protect the state’s interest and entitlement to the use 
and benefit of water in interstate river basins.  The 
project provides legal and technical support to the 
Division of Water Resources and represents the state’s 
interest when interstate river compacts and other water 
issues are involved.  The Governor recommends 
$255,289 to support these activities. 
 
Floodplain Management.  For FY 2006, the 
Governor recommends $73,176 for the Floodplain 
Management Program.  This program provides local 
governments with technical and financial assistance to 
address floodplain management and other flooding 
issues in priority areas.  Funding from this program is 



matched by the Federal Emergency Management 
Agency. 
 
Subbasin Water Resources Management.  This 
program works in cooperation with water right holders 
and local, state, and federal agencies to address stream 
flow depletions and groundwater declines in specific 
river basins.  The project is operated through a group 
of basin teams comprising environmental scientists 
familiar with the geology and hydrology of an 
assigned basin.  These scientists analyze the basins and 
develop strategies to address a basin’s water issues.  In 
FY 2006, the Governor recommends $554,369 to 
support these activities. 
 
Water Appropriations Program.  For FY 2006, the 
Governor recommends $183,219 to finance a portion 
of the salaries and wages of Water Appropriations 
Program staff.  These individuals review and process 
water right applications. 
 
Water Use Study.  For FY 2006, the Governor 
recommends $60,018 for the Water Use Study 
Program.  This study is to ensure follow-up and quality 
water control within the state.  The purpose of this 
study is to prepare public water supply reports for data 
entry, maintain and update mailing lists for water use 
reports, collect public water supply rate information, 
data, and assist with irrigation water use reports for 
follow-up activities. 
 
 
State Conservation Commission 
 
Of the $17.6 million in State Water Plan Fund 
expenditures recommended for FY 2006, the majority 
of expenditures are by the State Conservation 
Commission.  The Governor recommends a total of 
$9,558,176 in State Water Plan expenditures for this 
agency. 
 
Water Resources Cost-Share Program.  For this 
program the Governor recommends $3,495,218 in FY 
2006.  This program enhances and conserves the 
state’s soil and water resources through the use of 
financial incentives in a voluntary partnership with 
farmers, ranchers, and other land managers.  Over the 
past several years, emphasis has shifted toward water 
quality improvement.  The program also helps 
implement techniques of terracing, grass waterways, 

and grass planting to slow the loss of sediment and 
nutrients from agricultural lands. 
 
Nonpoint Source Pollution Assistance.  For FY 
2006, the Governor recommends $2,799,520 for the 
Nonpoint Source Pollution Assistance Program.  This 
program provides technical assistance to conservation 
districts in the development of nonpoint source 
pollution plans.  This program has experienced a high 
demand for assistance in upgrading failing septic 
systems and livestock waste systems.  The 
Commission’s efforts will focus on targeted resources 
within each of the conservation districts. 
 
Conservation District Aid.  For FY 2006, the 
Governor recommends $1,044,000 for Conservation 
District Aid.  The objective for this program is to 
provide county conservation district operating funds, 
enabling local governing boards and staff to 
implement natural resource programs, which is critical 
to the success of conservation district programs.  
Furthermore, the county level leadership allows the 
agency to administer Conservation Commission 
programs, which assists the Commission in achieving 
its mission. 
 
Buffer Initiatives.  This program encourages the use 
of buffer strips by landowners to protect the state’s 
natural water resources from nonpoint source 
pollutants.  Previously, the program was operated only 
in the Kansas-Lower Republican River Basin in 
watersheds with high priority total maximum daily 
load impairments.  The program has since been 
expanded into the Lower and Upper Arkansas River 
Basins and the Cimarron River Basin. For FY 2006, 
the Governor recommends expenditures of $307,157.  
 
Watershed Dam Construction.  For FY 2006, the 
Governor recommends $352,499 for watershed dam 
construction projects.  The goal of this program is to 
reduce flood damage and sedimentation through the 
construction of detention or grade stabilization dams 
and non-structural measures.  This level of funding 
will finance the construction of four new dams. 
 
Irrigation Transition Program.  The Governor 
recommends State Water Plan funding of $1,310,000 
for the Irrigation Transition Program (ITAP) in FY 
2006. The program implements HB 2620 from the 
2004 Legislative Session and will be administered by 
the SCC.  The goal of the program is to purchase and 



permanently dismiss water rights in state-targeted 
areas that are experiencing excessive aquifer decline or 
are in need of stream flow restoration.  The ITAP will 
provide a three-year transition to dryland farming in 
which limited irrigation is allowed when a landowner 
is converting irrigated farmland to permanent cover. 
 
Riparian & Wetland Program.  For FY 2006, the 
Governor recommends $249,782 for the Riparian and 
Wetland Program.  This program’s goal is to protect, 
enhance, and restore riparian areas, wetlands, and 
associated habitats.  This is accomplished by providing 
technical, educational, and financial assistance to 
landowners and the public in general.  Funding is 
earmarked for projects in high priority total maximum 
daily load watersheds. 
 
 
Health & Environment—Environment 
 
Contamination Remediation.  The Governor 
provides $983,867 in FY 2006 to address 
environmental contamination at sites where there is no 
responsible party identified, or where the responsible 
party is unable to pay for the needed corrective action.  
State Water Plan funds are used for site assessments, 
investigations, corrective actions, and emergency 
responses.  Currently, there are 90 sites covered by the 
program.  The issue at most of the sites involves 
contamination of public water supplies or domestic 
water wells. 
 
Local Environmental Protection.  The Governor 
provides $1,502,737 in expenditures from the State 
Water Plan Fund in FY 2006 for this program.  
Originally, the program provided funding to counties 
to implement local environmental protection plans.  
Since 101 of the state’s 105 counties have adopted 
local environmental protection plans, program funding 
now focuses on activities to implement the plans, such 
as reductions to public water supply source water 
assessments and total maximum daily loads on lakes 
and rivers. 
 
Nonpoint Source Technical Assistance.  This 
program provides technical assistance and 
demonstration projects for nonpoint source pollution 
management at the local level.  Planned FY 2006 
activities include 140 active projects, including 
continuation of work at Hillsdale Reservoir to reduce 
phosphorous levels and contracts to local agencies 

implementing nonpoint controls at Cheney, Tuttle 
Creek, Clinton, Melvern, Council Grove, and projects 
within the Kansas Lower Republican basin.  The 
Governor recommends $385,975 for the program in 
FY 2006. 
 
Total Maximum Daily Loads (TMDL).  A TMDL is 
the maximum amount of pollution a river or lake can 
receive without violating the surface water quality 
standard.  The water planning process and basin 
advisory committees are developing and implementing 
actions to meet the TMDL levels.  Use attainability 
analyses are also conducted to determine specific uses 
for various lakes and rivers.  The Governor 
recommends $323,338 in FY 2006 to continue efforts 
to obtain flow and other supplemental data in other 
basins where TMDLs are established as well as to 
provide follow-up monitoring where TMDLs have 
been set. 
 
Watershed Restoration & Protection Plans 
(WRAPS).  The Governor recommends expenditures 
of $800,000 for FY 2006 in State Water Plan funds for 
the WRAPS program to address a variety of water 
quality and water resource concerns, including 
achievement of Total Maximum Daily Loads 
(TMDL), protection of public water supply reservoirs, 
and protection or restoration of wetland and riparian 
habitats.  The initial priority of the program is to 
evaluate watersheds above federal reservoirs that serve 
public water supply functions and to develop strategies 
for the implementation of appropriate plans for 
specific protection issues. 
 
 
Kansas Water Office 
 
The Governor recommends a total of $2,714,119 from 
the State Water Plan Fund for the Kansas Water Office 
to implement various State Water Plan projects for FY 
2006.  Included in the recommendation is $37,384 for 
the operating costs associated with the Kansas Water 
Authority.  The Governor also recommends $313,205 
for the various operating expenditures associated with 
the water planning process.  The descriptions that 
follow highlight several projects included in the 
Governor’s recommendations. 
 
Kansas has contracts with the U.S. Army Corps of 
Engineers for the purchase of water storage in 13 
reservoirs, of which 421,050 acres have not yet been 



called into service. The storage cost continues to 
accrue interest against the capital cost of the 
reservoirs, until such time as it is called into service.   
The state contracts with the Corps of Engineers are at 
the original construction costs of the reservoirs and 
have low fixed interest rates.  The Governor and the 
Kansas Water Authority recommend that the state 
begin setting money aside in an interest-bearing 
escrow account so that the accrued interest can be used 
to pay the capital cost of the storage at a future time.  
The escrow account will be established for FY 2006, 
and the Kansas Water Office will certify at the end of 
each year unspent State Water Plan amounts that can 
be deposited in the account.    
 
Assessment & Evaluation.  The Kansas Water Office 
continually assesses the conditions of the state’s water 
resources.  These assessments are used to identify 
State Water Plan priorities.  In addition, assessments 
serve as a base from which progress toward State 
Water Plan objectives is measured.  For FY 2006, the 
Governor recommends $650,602.   
 
GIS Database Development.  During FY 2001, the 
Kansas Water Office and the Division of Information 
Systems and Communications in the Department of 
Administration began development of a Geographical 
Information Systems database.  This database includes 
a wide range of information, including aquifer 
locations, public land surveys, and identification of 
vulnerable natural resources.  Information recorded in 
the GIS database is used to determine whether 
sufficient water storage will be available to meet 
projected calendar year 2040 public water supply 
needs.  For FY 2006, the Governor recommends 
$247,405 for the maintenance of the GIS database.  
 
MOU—Operations & Maintenance.  A portion of 
the water supply storage space purchased through a 
1985 Memorandum of Understanding with the U.S. 
Corps of Engineers is held in reserve.  Operation and 
maintenance costs are not paid through the Water 
Marketing and Water Assurance Programs, as there are 
currently no users of these reservoirs.  To maintain and 
operate this reserve storage space, the Governor 
recommends $409,132 for FY 2006.  This budget 
recommendation ensures that sufficient funding is 
available to meet this obligation. 
 
PMIB Loan Payment for Storage.  During the 1994 
Legislative Session, funding was provided to purchase 

additional water storage space that was still expected 
to be available under the 1985 MOU with the U.S. 
Corps of Engineers.  In addition to the $13.6 million 
appropriated to the Kansas Water Office, the 1994 
Legislature provided statutory authority to borrow 
from the Pooled Money Investment Board.  A total of 
$1,972,310 was borrowed.  The term of the loan was 
for ten years with interest based on the average rate on 
investments during the previous fiscal year.  The first 
payment was made in FY 1998.  For FY 2006, the 
Governor recommends $237,945.  
 
Stream Gaging Program.  Since 1895, the state has 
contracted with the United States Geological Survey to 
operate a network of stream gaging stations.  These 
stations provide real-time streamflow and reservoir 
level data throughout the state, and this data is used to 
guide the state’s water resource operations.  For FY 
2006, the Governor recommends $392,296 for this 
program. 
 
Technical Assistance to Water Users.  The Governor 
recommends $246,150 for FY 2006 to provide 
educational and technical assistance to irrigators and 
municipalities in the preparation of water conservation 
plans.  The Kansas Water Office is required to provide 
technical assistance to all water users who are required 
to develop a water conservation plan.  A special 
emphasis is placed on public water suppliers with 30.0 
percent or more of “unaccounted for” water. 
 
Weather Modification.  The Governor recommends 
funding of $120,000 in FY 2006 for weather 
modification, which aims to reduce crop-hail damage.  
The Water Office issues contracts for pilots to release 
silver iodide into clouds, which reduces crystal 
formation.  Weather modification activities are carried 
out during specific weather conditions and operate in 
the southwestern part of the state, an area that is 
dependent on agriculture and susceptible to damage 
from hail storms.    
 
Water Resource Education.  The Governor 
recommends $60,000 for FY 2006.  This will be used 
to fund a scholarship program through the Kansas 
Environmental Leadership Program, which is 
sponsored by Kansas State University and the Kansas 
Center for Agricultural Resources.  A portion of the 
appropriation will also be used for the development of 
the Governmental Training Institute with the 
Department of Health and Environment.  This Institute 
will serve as a resource for local governments.  



Department of Wildlife & Parks  
 
Stream Monitoring.  For FY 2006, the Governor 
recommends $40,000 from the State Water Plan Fund 
for stream monitoring.  The purpose of this program is 
to determine the potential adverse effects of pollution 
on fish and wildlife in Kansas streams.  Data are also 
used to measure the progress toward surface water 
pollution reduction.  This project is conducted with 

cooperation from the Kansas Department of Health 
and Environment. 
 
River Access.  The Governor recommends $115,000 
for the development of State Park No. 24 near the 
grounds of the former Menninger Hospital.  State 
Water Plan funding will allow development of the 
facilities at the new park, including construction of a 
boat ramp along the Kansas River.   

 



State Employees  
 
 

Salaries 
 
 
FY 2006 Pay Plan 
 
For FY 2006, the Governor recommends funds to 
finance a base salary increase of 2.5 percent for all 
state employees.  The budgets of the Legislative 
Branch and the Judiciary have been increased 
accordingly.  Funding for the proposed pay plan is 
included in the budget of each state agency.  The cost 
of the plan statewide totals $49.8 million from all 
funding sources, of which $23.8 million is from the 
State General Fund. 
 
With the approval of the Governor’s pay plan, 
effective June 5, 2005, the pay matrices for classified 
employees will be adjusted to reflect the 2.5 percent 
increase.  As in previous years, the funds to finance 
salary increases for unclassified employees will be 
made available in a pool to be distributed within each 
agency at the discretion of the agency head, subject to 
approval of the Governor, where applicable.  The 
increase will apply to elected officials of the Executive 
Branch whose salaries are set by statute, including the 
Governor, Lieutenant Governor, Attorney General, 
State Treasurer, Insurance Commissioner, and 
Secretary of State.  Increases for the Regents 
institutions will be distributed by the Board of 
Regents.  The salary increases will also apply to 
troopers in the Highway Patrol, whose salaries will 
increase another 7.5 percent for the final year of the 
salary increases approved by a 2003 memorandum of 
agreement. 
 
By law judges receive the same increases that are 
applied to the classified pay matrix, along with other 
positions whose salaries are tied to judges’ salaries.  
Members of the Legislature are also included in the 
increase.  In addition, the cost of their 3.0 percent 
increase for FY 2005 is annualized in FY 2006 
because their increase did not take effect until January 
2, 2005, approximately half way through the fiscal 
year.  They were the only officials whose 
compensation was handled in this manner.  All other 
salary increases were effective the whole fiscal year. 

Longevity 
 
The Governor’s recommendations also provide for 
longevity bonus payments for eligible classified 
employees under existing law.  The bonuses are 
calculated on the basis of $40 per year of service for 
those who have at least ten years of state service to 25 
years, or a maximum of $1,000.  Funds totaling $12.9 
million from all funding sources, including $6.2 
million from the State General Fund, are included in 
agency budgets to finance these costs.   
 
 
27th Payroll Period
 
The average fiscal year contains 26 biweekly payroll 
periods.  Because of the biweekly nature of the payroll 
system and how the pay dates have fallen on the 
calendar since the current system was implemented in 
1995, a 27th payroll period will occur on June 30, 
2006, the last day of FY 2006.  As a consequence, the 
state will be obligated to pay this extra cost on a one-
time basis, which will not be repeated for another 11 
years.  Accordingly, the Governor’s budget includes 
funds for this expense in FY 2006, which were not 
budgeted by the agencies.  These amounts, the same as 
the pay plan, are included in the budgets of each 
agency. 
 
The cost of the 27th payroll will total $64.4 million 
from all funding sources, of which $32.6 million will 
be from the State General Fund.  As a result of the 
considerable effect on the State General Fund, the 
Governor proposes to finance this cost over a period of 
11 years.  The method of financing will require an 
advance of funds from the Pooled Money Investment 
Board to the State General Fund for the State General 
Fund’s share of the cost.  In the Governor’s budget, 
the funds are treated as State General Fund 
appropriations, the same as any other salary 
expenditures financed from the State General Fund.  
Starting in FY 2006, however, an annual revenue 
transfer of $3.0 million will be made from the balances 
of the State General Fund back to the Pooled Money 
Investment Board until FY 2016, when the original 
amount will have been repaid. 



Most special revenue funds will have sufficient 
balances to finance this one-time increase in FY 2006.  
However, a few will have difficulties bearing this cost 
from their own resources.  Therefore, the Governor’s 
recommendation proposes to transfer funds from the 
State General Fund to be deposited in these special 
revenue funds.  These transfers, which are based on a 
fund-by-fund analysis of need in each agency with 
special revenue funds, will total $128,431.  In 
subsequent years, a determination will be made 
whether the special revenue funds are able to repay 
this advance of funds.  If so, transfers will be made 
back to the State General Fund over one or several 
years until the original transfers are paid back. 
 
 
Direct Care Reclassifications 
 
For a number of years, significant inequalities between 
the beginning pay grades for state hospital employees 
and similar direct care positions in both the state and 
private sectors have been developing.  Such 
inequalities have led to high employee turnover, which 
has been costly in terms of training, recruitment, and 
employee performance.  To remedy this problem, the 
Governor recommends $2,448,552 to reclassify direct 
care workers at the state hospitals and veterans homes.  
This change will reduce the number of classes, while 
bringing entry level wages in line with similar state 
and private sector positions.  Of the amount requested, 
$1,491,493 is from the State General Fund and the 
balance is from hospital fee funds. 
 
 
 

Fringe Benefits 
 
 
KPERS Death & Disability Insurance
 
From FY 2000 until FY 2004, there was a full or 
partial moratorium on state contributions to the 
KPERS Death and Disability Program.  The moratoria 
over these years reduced excess balances in the 
KPERS Group Insurance Reserve Fund that had 
accumulated as a result of favorable investment 
returns.  At the same time, the moratoria alleviated 
demands on the State General Fund at a time when its 
revenues were significantly reduced.  With the balance 
in the fund nearing depletion, the state resumed 
contributions at the traditional rate of .6 percent for FY 

2005.  The current evaluation of the program by 
KPERS is that the rate must increase just to maintain 
the same level of insurance coverage. 
 
Therefore, the Governor’s budget recommendations 
add funds to agency budgets based on a rate of 1.0 
percent for FY 2006 and 1.0 for FY 2007 for the 
biennial agencies.  The agencies’ September 15 budget 
submissions included $9.3 million from all funding 
sources for death and disability coverage in FY 2006 
based on the traditional rate of .6 percent.  Of this 
amount, $4.2 million was from the State General Fund.  
The Governor’s budget adds $6.2 million from all 
funding sources, $2.9 million from the State General 
Fund, to bring the rate to 1.0 percent.  These amounts 
do not include KPERS—School. 
 
 
Other Rate Adjustments 
 
The FY 2006 rate for KPERS regular and school 
members will increase by 0.4 percent compared to FY 
2005.  This increase is attributable to the annual 
statutory increase for financing the unfunded liability 
of the KPERS Fund, which had been an annual 
increase of .2 percent in previous years.  Because of 
favorable claims experience in the past year and an 
easing of the price increases on prescription drugs, the 
State of Kansas will be able to keep group health rates 
for FY 2006 the same as the rates for FY 2005, both 
for the employer contributions and the employee 
share.  The unemployment insurance assessment 
increases from .22 percent in FY 2004 to .38 percent 
in FY 2005 and .43 percent in FY 2006.  But then it 
will decline to .25 percent in FY 2007.  A combination 
of low balances in the fund and high benefit payouts 
has necessitated an increase in rates over the period 
FY 2005 and FY 2006.  By FY 2007, however, the 
health of the fund is expected to be restored 
sufficiently to allow a lowering of the rate. 
 
 
 

Other Salaries 
 
 
Regents 
 
Increased funding for the Regents universities is 
provided through an operating grant.  The Board of 
Regents distributes this grant to the universities and 



has the authority to make the distribution based on its 
priorities.  For FY 2006, the Governor recommends 
from the State General Fund $18.0 million for the 
operating grant and $13.0 million for the 27th pay 
period.  If the Regents choose to provide the same 
salary and fringe benefit adjustments as the Governor 
recommends for the rest of the state workforce, the 
cost for the increase in the death and disability rate 
would be $2.8 million from all funding sources, with 
$1.3 million from the State General Fund, and the cost 
would be $24.1 million from all funding sources for 
the 2.5 percent base salary increase, of which $11.8 
million would be from the State General Fund.  The 
Regents could use a combination of funding from the 
operating grant as well as special revenue funds.  For 
the 27th pay period the universities would also be 
expected to use a combination of State General Fund 
and special revenue funds, as this is the manner in 
which salaries are normally funded. 
 
As part of the Higher Education Coordination Act, the 
state universities will receive $3,333,426 from the 
State General Fund for FY 2006, the same as the 
amount approved for FY 2005.  The Governor’s plan 
constitutes the second year of a three-year effort to 
finance this act.  This amount is identified for faculty 
salary enhancements by the formula that determines 
the additional expenditures for faculty salary 
enhancements, community colleges and Washburn 
University.  The funding is distributed by the Board of 
Regents. 
 
 
Activation Payments 
 
The Governor, under her executive authority, plans to 
implement a new program that will provide payments 
to Executive Branch state employees who are called to 
active military duty.  The program will provide a 
payment representing the difference between 
employees’ state pay and their military pay.  As a 
consequence, the payment will make up for earnings 
lost as a result of activation.  Considered in the 
computation of this differential will be military base 
pay as well as allowances for such expenses as 
housing, subsistence, rations, family separation, and 
any other pay and allowances received as a result of 
activation but not for hazardous duty allowances.  
Eligible employees will receive a differential payment 
of up to $1,000 per month, before tax withholdings, 
for the duration of their federal service.   

In addition, eligible employees will receive a one-time 
activation payment of $1,000, before tax withholdings, 
when called to active military duty on or after 
September 11, 2001.  This payment will offset any 
financial burden that may occur as a result of 
mobilization.  The one-time payments, as necessary, 
will be made retroactive.  To finance the program, the 
Governor recommends $250,000 from the State 
General Fund in the Adjutant General’s budget for FY 
2005.  The payments for this program will be made 
directly by the Adjutant General, rather than 
transferring the funds to other agencies. 
 
 
 

State Workforce 
 
 
Changes to the Workforce 
 
The Governor’s FY 2005 revised salary budget has 
been built on the basis of a workforce totaling 
40,306.72 authorized FTE positions and 879.08 non-
FTE unclassified permanent positions, for a total of 
41,185.80.  For FY 2006, the total number of positions 
is recommended to be 41,288.70, of which 40,314.62 
are FTE positions and 974.08 non-FTE unclassified 
permanent.  A detailed listing of these positions by 
agency is presented in the back of this volume as 
Schedule 9.1.  Notable increases include 10.00 new 
FTE field positions in the Department of Revenue for 
FY 2005 and another 8.00 in FY 2006 to collect taxes 
that businesses owe the State of Kansas and 4.00 new 
examiners in the Consumer Mortgage Lending 
Division of the Banking Department in FY 2005.  In 
addition, 100.00 new non-FTE unclassified permanent 
positions are recommended for the Adjutant General to 
be added to the existing staff of 191.70.  These 
positions will be used to rebuild National Guard 
military equipment. 
 
 
Counting the State Workforce 
 
The state workforce includes all positions that are 
permanently assigned.  It excludes temporary help, 
both those on the state payroll and those used on a 
contractual basis through temporary employment 
services.  The permanent positions fall into two 
groups.  The first includes full-time equivalent (FTE) 



positions, some of which are constrained by a 
limitation in the appropriations bill, while others are 
not.  The second group, named non-FTE unclassified 
permanent positions, are employed by the authority of 
KSA 2004 Supp. 75-2935(i) and are approved by the 
Governor’s Office for most Executive Branch 
positions of this type.  They are not limited in number 
by the appropriations process.  As unclassified 
employees, they are not subject to civil service 
regulations for purposes of recruitment or 
compensation.  However, they are permanent because 
employees in these positions participate in the state 
retirement system, the same as permanent FTE 
positions do.  
 
Although the state workforce has traditionally been 
counted according to the FTE limitations established 
by appropriation bills, there are other views that count 
positions differently.  Accordingly, two new tables, 
Schedules 9.2 and 9.3 at the back of this report, have 
been added to illustrate these methods.  The first is 
based on “headcount,” representing a statewide 
average of all 26 biweekly payrolls for FY 2002, FY 
2003, and FY 2004.  A headcount perspective will 
usually report a workforce of greater size because each 
part-time worker is counted separately. 
 
The second new table in effect restores the original 
concept of FTE by representing the state workforce as 
the number of positions mathematically equated to full 
time.  What is currently called FTE positions has 
become an artificially inflated total, because 
reductions for shrinkage and other budget reductions 
to salaries prevent many agencies from filling the 
positions they are authorized.  To balance their 
budgets, they must leave positions vacant for all or 
part of a fiscal year.  Therefore, the legal FTE count 
remains higher than what the budget can really 
support.  This table represents a view that 
mathematically equates to full time the number of 
positions actually filled for the fiscal years indicated, 
including overtime and any leave time in which 
employees are in pay status.  For example, if an 
agency is legally authorized 10.00 FTE positions but 
one of them was vacant for half of the fiscal year, this 
table would report that agency’s mathematical FTE 
total as 9.50.  This table presents a more accurate and 
precise picture of FTE positions, including for 
budgeting purposes a view that indicates the number 
of positions that the budgets of state agencies can 
actually support. 

FTE Limitations 
 
For many years, a limitation on the number of 
permanent positions equated to full time has been 
imposed on a selected number of agencies through the 
appropriations process.  A limitation on the number of 
positions is intended to control not only the staffing 
level of these agencies, but the overall size of the state 
workforce.  However, there are reasons to suggest that 
FTE limitations no longer serve the purpose originally 
intended.  Two issues are involved:  control and 
reporting. 
 
A significant portion of the state workforce, fully 46.4 
percent, is not subject to FTE limitations anyway 
because exemptions are granted to the Regents 
institutions, the Judiciary, the Legislative Branch, the 
Governor’s Office, the Lieutenant Governor’s Office, 
and several other Executive Branch agencies.  In 
addition, as indicated previously, KSA 75-2935(i) 
allows Executive Branch agencies, with the approval 
of the Governor’s Office, to appoint permanent 
positions as unclassified “temporaries” that are no 
different from FTE positions, except the authority by 
which they are appointed allows them to avoid the 
FTE limitation.  Therefore, whatever measure of 
control is exercised by these limitations under current 
practices is inconsistent and largely ineffectual.  
Because the amount of funds available in the budget 
for salaries is the most effective control over an 
agency’s staffing level, the question is raised whether 
FTE limitations have outlived their usefulness and 
should be abolished. 
 
The Governor’s Budget Report and the Budget 
Analysis of Legislative Research both report the state’s 
workforce on the basis of FTE position limitations.  As 
budgets continue to be reduced, using shrinkage as a 
“budget-balancing” technique, the dollars available for 
salaries in many budgets cannot fund the authorized 
staffing level.  As a result, there is no clear connection 
between the budget and the level of staffing an agency 
can afford.  Therefore, the effect of budget reductions 
on layoffs and positions held vacant is difficult to 
gauge.  Shifting the focus away from artificially high 
FTE limitations would allow meaningful staffing 
levels to be reported that reflect what the budget can 
actually support. 
 
No specific recommendation is made at this time to 
change the current method of counting FTE positions.  



However, consideration should be given to the 
possibility of modifying the way FTE positions are 
reported and abolishing controls on them altogether.   
 
 
Statewide Summary of Salaries 
 
The table on the next page details expenditures for 
salaries and wages for all agencies, including the 
salaries of several agencies that would ordinarily be 
excluded from reportable expenditures to avoid double 
counting.  In this way, a complete view of salaries and 
wages can be presented.  The base salary components 
are presented in the upper part of the table, and the 
benefits are itemized below those.  The dollars for the 
27th payroll and the proposed salary increase are 

incorporated into the table in each of the appropriate 
categories.  The amounts included for the Regents 
system assume that death and disability rates will be 
increased in the same way that other agencies’ salary 
costs have been, that a 27th check will be paid to 
Regents personnel, and that a base salary increase of 
2.5 percent will be granted to Regents employees.  
However, State General Fund monies to finance these 
increases are appropriated as an operating grant, 
allowing the Regents system to spend available 
resources according to its own priorities.  The portion 
of these salary expenditures that would be financed 
from special revenue funds is included in this table for 
completeness.  However, these funds are not reported 
as expenditures in the state budget and are not 
reflected in any other tables or schedules in this report. 

 



Statewide Salaries & Wages

FY 2004 FY 2005 FY 2006 FY 2006 FY 2006 
Actual Gov. Estimate Base Budget Enhance. Pkg. Gov. Rec.

Authorized Positions
Classified Regular 729,592,422 825,297,555 825,423,894 18,474,261 881,544,689
Classified Temporary 10,290,621 11,661,245 9,227,218 228,553 9,637,474
Unclassified Regular 670,864,331 791,494,918 795,818,678 6,084,044 840,908,690
Other Unclassified 157,969,805 93,040,744 95,893,763 43,714,204 98,729,903

Authorized Total 1,568,717,179$  1,721,494,462$  1,726,363,553$  68,501,062$       1,830,820,756$  

Shift Differential 2,636,565           2,299,635           2,248,632           48,263                2,238,202           
Overtime 12,503,232         10,857,372         11,992,143         216,701              11,496,253         
Holiday Pay 3,924,664           3,419,577           3,375,587           62,377                3,577,261           
Longevity 10,230,231         10,520,458         11,188,674         1,000                  11,170,775         

Total Base Salaries 1,598,011,871$  1,748,591,504$  1,755,168,589$  68,829,403$       1,859,303,247$  

Employee Retirement
KPERS 36,386,437         52,577,929         56,719,850         445,532              63,883,838         
Deferred Compensation 321,680              358,969              357,641              --                        393,364              
TIAA 42,974,958         48,114,467         48,106,997         23,826                53,170,413         
Kansas Police & Fire 2,769,674           4,626,322           5,629,340           --                        5,985,852           
Judges Retirement 3,565,760           4,338,540           5,287,798           576,639              5,419,993           
Security Officers 3,279,387           4,588,544           4,873,413           --                        5,522,046           

Retirement Total 89,297,896$       114,604,771$     120,975,039$     1,045,997$         134,375,506$     

Fringe Benefits
FICA 106,577,075       121,495,595       122,255,495       2,652,428           129,293,820       
Workers Compensation 15,765,761         18,278,579         19,002,751         359,822              20,125,260         
Unemployment 3,109,701           6,206,663           7,078,759           142,884              7,506,246           
Retirement Sick & Annual Leave 6,406,238           7,439,991           7,642,759           158,257              8,128,105           
Employee Health Insurance 137,150,699       175,603,603       176,187,099       660,468              175,714,819       
Family Health Insurance 28,179,400         36,255,985         36,553,935         231,387              36,411,385         

Total Fringe Benefits 297,188,874$     365,280,416$     368,720,798$     4,205,246$         377,179,635$     

Subtotal:  Salaries & Wages 1,984,498,641$  2,228,476,691$  2,244,864,426$  74,080,646$       2,370,858,388$  
(Shrinkage) --                        (93,105,769)        (88,107,414)        2,424,283           (95,835,224)        

Total Salaries & Wages 1,984,498,641$  2,135,370,922$  2,156,757,012$  76,504,929$       2,275,023,164$  
State General Fund Total 919,061,748$     979,628,372$     993,670,752$     71,104,848$       1,051,228,238$  

FTE Positions 40,098.27 40,306.72 40,286.42 182.70 40,314.62
Non-FTE Unclassified Perm. Pos. 833.00 879.08 974.08 (17.00) 974.08

Total State Positions 40,931.27 41,185.80 41,260.50 165.70 41,288.70

Amounts include all Off Budget expenditures for the Department of Administration, Governor's Office, Department of Transportation, 
Highway Patrol, State Treasurer, Judiciary, and Fire Mashal.



t  Ge n e r a l   

D o m e s t i c  P r e p a r e d n e s s 3 , 2 0 8 , 2 7 1     1 , 9 57,00 0     

E m e r g e n c y  M a n a g e m e n t 2 , 2 6 6 , 8 0 9     2 , 2 70,00 0     

     T o t a l - - A d j u t a n t  G e n e r a l 5 , 4 7 5 , 0 8 0$   4, 22 7 , 0 0 0$   

E m e r g e n c y  M e d i c a l  S e r v .  B o a r d

R u r a l  A c c e s s  t o  E m e r .  D e v i c e s 2 4 , 1 7 8          --                     

Hi ghwa y  Pa t r o l   

K H P  O p e r a t i n g  E x p e n d . 5 0 0 , 0 0 0        106,604        

A i d  t o  L o c a l  G o v e r n m e n t s 1 8 , 0 0 0 , 0 0 0   26 ,5 46,99 6   

T o t a l - - H i g h w a y  P a t r o l 1 8 , 5 0 0 , 0 0 0$  2 6 , 6 5 3 , 6 0 0$  

D e p a r t m e n t  o f  A g r i c u l t u r e

F o o d  P r o c e s s i n g  S t u d y 2 0 0 , 0 0 0        --                     

L a b o r a t o r y  E q u i p m e n t 1 7 0 , 0 0 0        --                     

     T o t a l - - D e p t .  o f  A g r i c u l t u r e 3 7 0 , 0 0 0$      --$                    

A n i m a l  H e a l t h  D e p a r t m e n t

A n i m a l  D i s e a s e  R e s p o n s e  8 8 2 , 9 6 4        137,653        

H e a l t h  &  E n v i r o n m e n t - - E n v .

E P A  W a t e r  P l a n t  P r o t e c t i o n 2 0 0 , 2 2 0        135,800        

T r a n s p o r t a t i o n   

R a d i o  C o m m .  S y s t e m --                     3 , 9 99,50 0     

T o t a l  4 1 , 3 8 7 , 4 5 0$  4 8 , 7 4 9 , 4 0 1$  



Department of Administration 
 
The Department of Administration received $1.0 
million from the Office of Domestic Preparedness.  Of 
that amount, $800,000 will be used to provide secure 
access to information for critical facility operators, 
which also will strengthen the monitoring of the state 
network.  This will be accomplished by installing 
hardware and software that will enhance cyber 
security.  The remaining $200,000 will be used to 
develop a recoverable data center.  This will include a 
state-owned and state-managed recovery location that 
will support critical computer applications and data 
systems.  The Governor recommends $1.0 million in 
FY 2005 for these projects.    
 
 
Department of Health & Environment—
Health  
 
For FY 2005 and FY 2006, the Governor recommends 
Department of Homeland Security expenditures of 
$14.9 million and $13.6 million, respectively.  Of this 
amount, $5.1 million in FY 2005 and $5.0 million in 
FY 2006 is dedicated to hospital preparedness.  The 
remaining $9.8 million in FY 2005 and $8.6 million in 
FY 2006 will be used by the Office of Bioterrorism in 
the Division of Health to make substantial public 
health infrastructure improvements.  Approximately 
$4.8 million of this funding will be distributed in aid to 
local governments in both years for coordination of 
local bioterrorism preparedness and response. 
 
 
Adjutant General 
 
The Domestic Preparedness funds are used to support 
the state’s Homeland Security strategy.   Specifically, 
the funds are used to identify planning, equipment, 
training, and exercise needs along with 
implementation of the National Incident Management 
System and the National Response Plan.  The 
Domestic Preparedness funds also support the state’s 
Homeland Security regional coordinators.  These 
positions are located in seven regions across the state.  
The Governor recommends $3,208,271 in FY 2005 
and $1,957,000 in FY 2006 to support this initiative.    
 
The Emergency Management Performance Grants 
Program is designed to help state and local emergency 

managers develop, maintain, and improve emergency 
management capabilities, which are key components 
of a comprehensive national emergency management 
system for all hazards.  The Governor recommends 
$2,266,809 in FY 2005 and $2,270,000 in FY 2006 to 
support this program. 
 
 
Emergency Medical Services Board 
 
The Board received $264,050 in FY 2003 and 
$164,344 in FY 2004 from the Health Resources and 
Services Administration to place automated external 
defibrillators in 99 rural areas of the state and provide 
training in their use.  Some of these funds have been 
expended.  However, the remaining $424,178 will be 
used in FY 2005.  The agency has applied to renew 
this grant for FY 2006 but has not received approval. 
 
 
Highway Patrol 
 
The Highway Patrol was selected by the Governor to 
be the State Administrative Agency for the Homeland 
Security Grant Program, which includes funding 
provided by the Office for Domestic Preparedness 
(ODP).  In its role as the State Administrative Agency, 
the Highway Patrol is responsible for implementation 
of the program’s guidelines with Kansas’ first 
responders at the state and local level.  This program 
provides funds for purchasing specialized equipment 
and training for first responders for the following 
disciplines: law enforcement, fire service, hazardous 
materials response, public works, emergency medical 
services, government/administrative, citizen corps 
councils, emergency management, public safety 
communications, public health, health care, and non-
profit organizations.  These funds are specifically 
intended to enhance the capabilities of state and local 
governments to respond to acts of terrorism involving 
chemical or biological agents, as well as radiological, 
nuclear, and explosive devices.  The Governor 
recommends $18.5 million in FY 2005 and $26.7 
million in FY 2006 from Homeland Security funding. 
 
 
Department of Agriculture 
 
The Kansas Department of Agriculture has received a 
federal grant to enhance the agency’s preparedness in 



the event of a bioterrorist act.  The Governor 
recommends $370,000 for FY 2005.  The funding will 
provide $200,000 for a vulnerability study of 
agriculture food processing procedures and $170,000 
for an electric generator that will allow the laboratory 
to analyze samples if a power failure occurred during a 
bioterrorist act. 
 
 
Animal Health Department 
 
The Animal Health Department’s goal is to ensure the 
public health of Kansans through prevention, control, 
and eradication of infectious diseases that affect 
livestock and domestic animals.  Emergency 
management and bioterrorism defense remains at the 
forefront of the Department’s mission, particularly in 
light of concerns regarding the threat of Foot and 
Mouth Disease.  The state emergency disease plan 
continues to be upgraded and enhanced.  It includes an 
emergency response plan, equipment for a mobile field 
command center, as well as volunteer veterinary 
practitioners to deploy the plan, if needed.  The 
Governor recommends federal expenditures totaling 
$882,964 in FY 2005 and $137,653 in FY 2006 for the 
plan.   
 

Department of Health & Environment—
Environment 
 
The Division of Environment received grant funding 
from the Environmental Protection Agency to 
establish procedures to protect confined animal feedlot 
operations against terrorist threats.  The Governor 
recommends federal fund expenditures of $200,220 in 
FY 2005 and $135,800 in FY 2006. 
 
 
Department of Transportation 
 
The Kansas Department of Transportation received 
approximately $4.0 million from the Office of 
Domestic Preparedness to improve the statewide radio 
communication system, which is a step toward 
interoperability.  As stated previously, interoperability 
is one of the state’s priorities.  This will allow law 
enforcement, fire departments, and other first 
responders to communicate simultaneously.  The 
agency will purchase controllers and auxiliary 
equipment for the statewide trunking system.  
Additionally, funds will be utilized to upgrade all 
Highway Patrol and KDOT dispatch consoles to 
operate in the new digital environment. 
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