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TO THE MEMBERS OF THE GENERAL ASSEMBLY

Over the last three years we have worked together to place Georgia government on a strong financial basis. We have
eliminated waste and improved efficiency at all levels of state government. This allowed us to maintain critical levels of
services during the economic downturn of the early part of this decade without resorting to the creative accounting methods
seen in other states. Georgians can be assured that this level of financial discipline will remain as long as | am Governor.

The economic recovery that showed up in state revenue growth last year accelerated throughout the 2005 fiscal year and
continues to grow at a healthy pace in fiscal year (FY) 2006. This strong growth allowed us to increase our “rainy day reserve”
to over $250 million at the end of FY 2005, a $200 million increase over the prior year. By continuing with a conservative
revenue forecast and spending policy, | expect to continue to build our reserves in the future.

My revised revenue estimates for FY 2006 and my revenue estimate for FY 2007 embody my philosophy of government
restraint. | have based my budget on the same philosophy used by many families in homes all around this state.
Government, like families, must live within its means. We must fund critical needs, improve the quality of life for Georgians,
and also provide a comfortable cushion in the event of unforeseen events. | believe my budget proposals accomplish this.

We live in a competitive world. Gone are the days when young Georgians entering the workforce for the first time had to
contend with the skills of people in other states. Today, the competition is not just in Virginia or Michigan, or even Canada or
Germany. Today the challenge for jobs is worldwide, from the computer software centers of India to the biotechnology centers
of South Korea.

To meet this challenge | am continuing to place the overwhelming part of all new state funds into education. This budget
will place 72% of the entire revenue growth into education, more than $1 billion in new funds. | am recommending $163
million to reduce maximum class size in grades K-8. Improving educational skills is vital to giving our children a better
opportunity to succeed in this heavily competitive world and reducing class size can be a big advantage in learning. | am also
very concerned about the need to reduce high school drop out levels. Too many children do not finish high school and the
result is a lack of skills for the modern world. | am committing $21 million to provide grants to local school systems to fund a
counselor in every high school to work with individual students to keep them in school and graduate.

Our school enroliment is increasing by 2.5% a year. Over 38,000 new students entered our schools this fall and the
growth is expected to continue. Georgia’s strong economy continues to encourage thousands of families to move here every
year and these new Georgians bring their children or begin families here. To provide for this growth, my budget includes over
$200 million in additional funds for the Quality Basic Education formula grants to local school systems. This is in addition to
$145 million in Amended FY 2006 to provide a mid-term adjustment for enrollment growth of 2.5%. Higher fuel costs have hit
our local systems hard this year. To help them my budget includes an additional $5 million in both the Amended FY 2006 and
in FY 2007 to cover this increased cost. Additionally, | am recommending almost $450 million in bonds for local school
construction, equipment and buses.

Encouraging Georgia’'s best teachers to remain in the classroom has been a hallmark of my administration. We have
preserved Georgia’s ranking as number one in the Southeast in average teacher salaries and maintained a very competitive
national ranking. This budget includes a 4% pay increase for all teachers effective on September 1, 2006. Along with a 3%
longevity step increase, this adjustment means more than half of all teachers will receive a pay increase of 7%. My budget
also provides $184 million to ensure that the cost of health care premiums for teachers and all other state employees remains
the same as it was last year. | am also very aware of the out of pocket expenses that teachers incur as they purchase
supplies for the classroom with no expectation of reimbursement. For the first time, we are going to recognize this






