°*2 ITn the Loop

March 16, 2009

Last Friday, all agencies received the attached memorandum from Ken Rocco, the
legislative fiscal officer. The memo states that by March 27 we must identify reductions
totaling 30 percent of the 2009-11 Essential Budget Level (EBL). Remember we have
already submitted reductions totaling 20 percent of the EBL, so we must submit an
additional 10 percent.

For OYA, an additional 10 percent is roughly $35 million. We have been lucky so far in
that the majority of the reductions we identified were from future capacity such as close
custody beds we would have built, community residential beds that would have been
created, and close custody and parole staff we would have hired in 2009-11 had the
economy remained healthy.

We have no more future capacity to cut. We will now look to current programs to find
our reductions. This will mean identifying reductions throughout our agency and
reductions to our partners.

Identifying reductions for the Legislature to consider does not necessarily equate to the
Legislature taking reductions. The Legislature could decide to take all, part, or none of
the reductions we identify. The chances of them taking none are very remote. We will
do our best to tell the legislative members about our programs and why they are
important to public safety in an effort to minimize our reductions.

Our Cabinet will work to identify further reductions this week. As this becomes clearer, |
will communicate with you. We will also share thoughts among partners such as labor
leaders, juvenile department directors, and residential treatment providers.

Keep up the good work, and try to remain hopeful about our future.
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DATE: March 13, 2009
TO: Agency Directors
FROM: Ken Rocco, Legislative Fiscal Officer

SUBJECT: Revised 2009-11 Reduction Options

In November 2008, the Legislative Fiscal Office @QFequested that all agencies receiving
General Fund appropriations and Lottery Funds atlons (as well as some selected Other

Funds) submit reduction options totaling 20% (in B2rements) from the 2009-11 Essential
Budget Level (EBL). Since that request was mduegtsignificant changes have occurred.

First, the state’s revenue and economic situatiendontinued to deteriorate resulting in an
additional $713 million General Fund revenue reiductor the 2007-09 biennium and an
additional $1.7 billion General Fund revenue reiturctor the 2009-11 biennium. Both of these
numbers are significantly worse than the situatitven the original reduction option request was
made.

Second, the Legislature has taken action to rebaltire 2007-09 biennium to current available
revenues. These actions have changed many indivédiency budgets and have made some of
the previously submitted reduction options unusable

Third, the state is receiving at least $2.4 billiofiederal economic stimulus funding from the
American Recovery and Reinvestment Act of 2009e fidteipt of this stimulus funding may
change previously submitted reduction options.

In order to provide additional options and flexitlilfor legislative leadership and the Joint
Committee on Ways and Means during their delibenstion the 2009-11 legislatively adopted
budgets for state agencies, LFO is now requedtieagiévelopment of revised reduction options
for the 2009-11 biennium. These reduction optihmsuld total 30% in reduction options in 5%
increments from the 2009-11 EBL and be comprisdsvofsections. First, estimate the 2009-11
roll-up amounts for permanent reductions takenaaisqd the 2007-09 rebalance plan as
described by SB 5552 (if you have questions abdmuhature of the 2007-09 reductions, consult
your LFO analyst). Second, please provide revispdated additional reduction options to total
30%. Indicate in the comments column of the fornemwthese reductions were included in the
Governor’'s recommended budget.

It is expected that the revised reduction optistslwill correlate with the previously submitted
agency prioritized program lists. If the magnitwdehe 30% reduction target can only be
achieved through the elimination of entire prographsase note that in the comments column
and include information on any statutory changes tiight be needed to implement the program
elimination.

These revised reduction optionsfor the 2009-11 biennium need to be submitted to your
LFO analyst by March 27". Please use the attached form (this is the sameused in the





original exercise). The reduction options showddisted in prioritized order (the first listed
being the least harmful to take as a reductiom@ad® include a brief description of the impacts
on services and outcomes. The forms should foouSemeral Fund and Lottery Funds; include
Other and Federal Funds amounts if directly assetiaith reductions in either General Fund or
Lottery Funds. LFO analysts will contact some ©thend agencies directly for the inclusion of
Other Funds reductions that would impact GeneratlFhudgets. You may also take this
opportunity to indicate if agency Other Funds aeddfal Funds revenue projections are now
changed from what was included in the Governoitemmended budget.

Since it is the intention of the Joint CommitteeWays and Means to make these lists available
to the public on the LFO web page, this also presidn opportunity to modify or correct the
reduction options previously provided prior to pabklease.

If you have any questions, please contact your BR@lyst.

Thank you for your continued assistance in prejgattis informational material for the
Legislature.





