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Date: June 39. 2007 

'TO: Agency Aildressed 

From: Scrry McDanicl, Director, Governor's Office of Policy and Budgct 
Cynthia Kelly, Staff Director, Senate Fiscal Policy and Calerldar Con~mittcc 
Michael Hansen. Budget Director, House Policy & Budget Council 

Sub,jcct: Plan of' Action to Address Fiscal Year 2007-08 Revenue Prctjection Shortfall 

Bascd o n  the aclual revenue colleclions sincc the March Re\.cnuc Eslimatlng Confcrcnce. it  is 
nou anticipated that recurring General Re\ enue for Fiscal Year 2007-08 nil1 not be sufficient ro 
support the recent lev el of appropriations. Although urlappropriated reserbmes wi 11 prevent a 
General Revenue Fund deficit in Fiscal Ycar 2007-08. a potci~tial $800 miIIiorl to SI billlor1 
reduction i n  rccurr~ng revcnucs. rcprescnting approxin~ately 4% of General Revenue Fund 
appropriations, 1% i l l  not be manageable in subsequent years without corresponding recurring 
budget reductions. 

A s  a result. quarterly releases will be reduced fronl the usual 25%, to 24% in ailticipatioii or' 
currcnt ycar budgct reductions. In addition, agencies should take responsible action now to 
rcducc discretionary spending such as travel and equipment purchases, fill only esse~ltial ~acai i t  
posilions, and delay implementing new or improved programs with recurring costs until 
reduction plaris are finali7cd. ,4gcncics should also idcntify other efficiencies that can bc 
achieved and result in quantifiable recurring cost savings. Agencies should anticipate a 
minimum reduction of 4% i n  rccurring General Kcvenue Fund appropriations during Fiscal 
Years 2007-08 and 2008-09. Slate trust fi~nd appropriations should also be targeted in 
circumstances where the revenues from the trust fund commensurate wilh the proposed reduction 
could be transferred to tl~c Gcncral Revcnuc Fund on a perma~lerit or temporary basis with 
appropriate i~iodi ficatio~is 10 law. 
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In lighl of the infonnal~on abol,~:, wc arc requesting the earl! submission by August 8.2O07.01' a 
modified Schedule C'III-R to allow for review and analysis of t 31.1ilus recurring hudgct reduction 
options prior to tllc f o r t i ~ ~ ~ l  legislative budget request submission. Considering that all of the 
proposed reductions may not ulumatcly bc acceptable, and given the polenlial level or  recurring. 
savings that may bc ncccssary, n7e are requesting iden l i f i ca~ io~~  of reduction options equal ro 
1 OoII  of vour recurring General Revenue and ;lpplicable recurring trust fund appropriations. Scc 
thc '~ttached document for detai Icd inst n ~ c t  ioi~s. Specific agency targut amounts lvill be prov~dcd 
1 1 ~  the G0i ernor's Office of Policy and Budget by July 16,2007. 

-4 formal General Re\,enue FunJ  cst I I I I J ~ ~ I I ~  cor~ference is scheduled for A i ~ g u s t  1 . to determine 
the lnagnitudc of necessary recluclions. Ct'c will then assess the tillling o f  ~lcccssary legislatl\ e 
actions. However-. 1 % ~  are notif'.ying agencies before thc start of the fisc:iI yeiir u f  the de~cloplng 
revenue picture in older t ~ r  p rov~de  lead time lo dc\ clop 3 pn~dent financial nlatiagcme~it plan. 

Should you h a w  ~ L I L S ~ I O I I S  con(:crni~ig this transmiltal, pleasc do not hesitate to coritact 11s 


