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Virtually every Mississippian will be affected in multiple ways by the over $11 billion 2005 State Budget soon to be enacted.

Yet few will be pleased to discover their own belt tightened as a result of the tightening of the belt on State spending. Eleven
billion is simply a huge chunk of change any way you slice it — especially to those charged with the responsibility of determining
the extent to which funds will be available, deciding what services these funds will provide, and ensuring prudent spending.

The Big Decisions are exactly how to slice the chunk given the Little Choice actually available; a Budget composed of the
individual budgets of all State-funded agencies; and, an appropriation process that involves three different funding streams.

GENERAL FUND Most of the decision-making in the budget process centers on the use of General Fund dollars, the
estimated amount of revenue available in the upcoming fiscal year from income, sales, and other general
taxes assessed by the State. With the exception of a mandatory debt service payment, General Fund
dollars are available for appropriation to the priorities established by the Legislature.

SPECIAL FUND (STATE) The Special Fund contains the fees collected by various State agencies and entities, as well as revenue
generated by special use taxes. Related amounts of fees and taxes deposited in the Special Fund, after
the mandatory debt service payment, are appropriated to the entity designated to receive the special use
tax and to the annual operating expense of fee collecting agencies, divisions within other agencies, and
other entities of State government.

FEDERAL FUND The Federal Fund represents the estimated amount the State will receive in funds from the Federal
government, an amount relative to the appropriation of associated State funds.

The total amount of the 2005 State Budget Recommendation, $11,054,042,526, combines the estimates of available revenue from
each of the three funds. The Legislature appropriates available sums from the General Fund and Special Fund after allowing for
the mandatory payment on debt service.
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The estimate for the General Fund and Special Fund can be changed if the Legislature adopts a new revenue estimate or passes
legislation that increases or decreases fees and taxes. The Federal Fund estimate is largely established by the amount of the
General Fund and Special Fund committed to associated Federal funds - typically an amount equal to 20 to 50 percent of each
Federal dollar.

Although the value of all dollars is equal to 100 cents, not all dollars represent an equal amount of funds available for
appropriation. While the state dollars used to attract associated Federal dollars double, triple or even quadruple in value,

those appropriated without a related Federal Funding stream represent a single dollar. Consequently, some state appropriations
reduce the amount of state funds, while increasing the total state budget.

State and Federal funds support a diverse array of programs and services, but none is a more fundamental function of a
government than protecting the health and safety of all citizens and providing for the general well-being of the most vulnerable.
The responsibility to provide this protection is shared by the Federal government and all state governments. Some of the related
services are provided in total by either the Federal government or state governments. Others, are shared. In those cases, funds
from the Federal government are available to state governments with the amount allocated to each state determined by a need-
based formula.

Although not always an actual entitlement, access to these services is considered one of the rights of citizenship. Therefore,
often the choice available to state governments is whether to accept Federal assistance or provide one of these services with

state funds alone.

To ensure a state’s citizens receive the intended services, Federal funds come to the states with certain strings attached.

ALLOWABLE USE Federal funds are provided for a specific purpose and states must provide the associated programs and
services as dir









