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STATE OF WASHINGTON

OFFICE OF FINANCIAL MANAGEMENT

Insurance Building, PO Box 43113  Olympia, Washington 98504-3113  (360) 902-0555

August 8, 2011		

TO:  		Agency Directors

FROM:	Marty Brown
Director

SUBJECT:  	INSTRUCTIONS FOR 2012 SUPPLEMENTAL BUDGET SUBMITTALS AND RELATED GENERAL FUND-STATE REDUCTION OPTIONS

In June, the state reduced its General Fund-State (GF-S) revenue forecast for the current biennium to reflect concerns about the national economy, high gasoline prices, and supply chain disruptions from Japan.  Although the forecast continues to indicate improvement this biennium, the near-term economic outlook has weakened since June.  Given economic conditions, as well as the uncertain impact on states of pending federal budget reductions, there is a distinct possibility we will face further revenue losses     in the coming year.  Therefore, the Governor is asking agencies to prepare for possible cutbacks by submitting 5 percent first-priority reductions and a second 5 percent for a total of 10 percent in GF-S reduction options as part of their 2012 supplemental budget requests.
I recognize this is a daunting task, especially considering how little time has passed since enactment       of the current 2011-13 budget.  Although challenging, we are not starting this analysis from scratch.  Agencies should revisit the essential services assessments that were compiled last year, as well as the budget reductions included in the Governor’s 2011-13 budget proposal but not enacted by the Legislature.  Of course, we also need to consider new or additional policy choices and structural or business process changes that allow us to further improve our efficiencies and reduce our GF-S expenditures. 
When developing reduction options, it is imperative to think in terms of service outcomes, not just dollar amounts.  We continue to seek a smaller and more efficient state government that focuses on the highest priority services.
The 5 and 10 percent targets as shown on the attachment are based on each agency’s biennial appropriations from the General Fund, with exceptions for basic education, statewide pensions, and debt service.  We will be closely monitoring economic conditions and revenue collections over the next several months, and will revise this target if warranted.  Please assume a January 2012 start date for any reductions that cannot be started immediately. 
Submittal Instructions for the 2012 Supplemental Budget 
Supplemental budget requests are due to OFM by September 22.  Only the following types of budget revisions should be submitted: 
· GF-S reduction options equal to 5 and 10 percent of an agency’s GF-S appropriations.  (See attachment.)
· Non-discretionary changes in legally-mandated caseload or workload.  
· Necessary technical corrections to the currently enacted budget.  
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· Any additional federal or private/local funding expected to be received for the remainder of the biennium.  Unless that funding has already been approved as part of the original legislative budget, or as an unanticipated receipt (for spending prior to March 2012), it needs to be made part of the supplemental budget request using expenditure authority types 2, 7, or 8 as appropriate.  The unanticipated receipt process is suspended during the legislative session.
Proposed operating supplemental budget revisions, including GF-S reduction options, should be submitted to OFM electronically through the Budget Development System (BDS).  Justification narrative follows the decision package format described in Chapter 4 of OFM’s 2011-13 Budget Instructions found at http://www.ofm.wa.gov/budget/instructions/operating/2011_13/chapter4.pdf . 
Narrative descriptions for any revisions should be as detailed as possible.  If new costs are requested, please make sure that the justification fully explains why those additions cannot be absorbed within the agency’s existing budget.  Also describe the implications to program outcomes and client services, revenues (including fees), legislation, and federal rules, as well as any barriers that might complicate achievement of a reduction.  Clearly identify any changes that require new legislation.
Some agencies have statutory authority to set program fees at a level sufficient to cover the costs of administering that program.  Under Initiative 960 (RCW 43.135.055), such statutes do not authorize agencies to increase fees without prior and specific legislative approval.  Agencies with legislative mandates for fee-supported programs, or other requests for new or revised fees, must document the specific fees by using the OFM Request for New or Increased Fees form found at http://www.ofm.wa.gov/budget/forms.asp. 
Because agency budget requests are distributed to OFM and legislative staff, we require submittal of six paper copies for most agencies, seven copies for transportation agencies (nine copies for WSDOT), and eight copies for higher education agencies.  The copies must include the Recommendation Summary Report from BDS, narrative decision package justification, a summarized revenue report from BDS for agencies submitting revenue changes, and the Request for New or Increased Fees form, if applicable. 
Any capital budget revisions should be submitted to OFM using the Capital Budget System (CBS). The justification must follow the format in Chapter 2.3 of OFM’s 2011-21 Capital Budget Instructions found at http://www.ofm.wa.gov/budget/instructions/capinst/11-21capinstr/11-21capinstr.pdf.  Please send seven copies (nine copies for higher education agencies) for distribution to OFM and legislative staff. 
Proposals for the 2012 supplemental capital budget should be limited to technical corrections, emergency issues, or return of project savings.  Because of the potential impact of any state GF-S revenue losses on projects supported by general obligation bonds, OFM may ask some agencies for more information on reappropriation needs, cash disbursement schedules, or project options.
Send the specified number of supplemental operating or capital budget requests by September 22 to: 
Andrea Duane
Office of Financial Management 
300 Insurance Building 
P.O. Box 43113 
Olympia, WA 98504-3113
Thank you for your continued good work in these difficult times.  If you have any questions, please contact your assigned OFM budget analyst.
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