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2009-2011 Budget Reduction Proposals

Background

General Fund tax revenues are down due to the severe economic recession hitting Oregon and the
rest of the country.

The June revenue forecast for Oregon shows an anticipated budget shortfall for the remainder of
this biennium of $577 million.

The Governor immediately invoked his allotment authority, which requires all state agencies to
reduce General Fund expenditures by an amount equal to 9 percent of their remaining budgets for
this biennium.

OYA’s share of this shortfall is approximately $11.9 million.

OYA already is managing to a reduced level of services this biennium, after the Legislature took
General Fund cuts of approximately $775,000 against the Legislatively Approved Budget for 2009-
2011.

Preparation

The Governor’s Office has instructed all agencies to develop General Fund cuts amounting to 9
percent of the remaining budget for the biennium.

All agencies were required to provide a list of proposed budget cuts to BAM by June 8.

This is not an exercise. The state must find a way to reduce General Fund expenditures by $577
million below the amount originally budgeted for this biennium. Every agency receiving General
Fund revenues must cut its General Fund expenditures. And OYA must cut its budget by $11.9
million during the next 12 months.

Our approach is to implement reductions using the following three principles as guides:

0 Minimize the impact on the youth and families we serve.

0 Minimize the impact on public safety and reformation.

0 Where possible, minimize any disproportional impact on staff, individual communities and
providers.



Proposals

e There are no good or easy solutions in these reduction proposals. Each cut will reduce our ability to
serve youth and protect public safety. Staff and communities will be affected. However, the
proposed cuts seek to minimize and balance the harm to youth, their families and communities, and
to the OYA staff and community members who provide these essential services.

e OVYA proposes saving $6.6 million by delaying improvements to youth health services, delaying
facility safety and security improvements, delaying the planned community placement restructure,
and continuing to maintain reduced capacity for reintegration and stabilization services.

0 Delaying improvements to youth health services includes deferring the establishment of a
new medication administration program designed to reduce risk and prevent injury to
youth. We will continue to seek other ways to strengthen the delivery of health services to
youth offenders.

0 Delaying facility safety and security improvements affects a large number of projects.
Measures to be delayed include replacing window glass to prevent suicide and assaults;
installing and upgrading cameras to meet monitoring requirements of the U.S. Prison Rape
Elimination Act (PREA); adding windows in solid doors to meet PREA visibility requirements;
upgrading the power supply for the statewide data system's emergency back-up server;
removing ceiling asbestos; installing new heating systems; and upgrading facility radio
communications to include base stations and additional radios at 800 megahertz to allow
communication with mutual aid agencies in emergencies and natural disasters. We
recognize this increases risk to youth and staff. We will continue to seek funding to
implement these improvements.

0 Delaying the planned community placement restructure has the potential to create a
“revolving door” that compromises public safety. The restructure would have shifted
community bed resources to better match youth offender needs. The current mismatch of
resources with needs results in youth offenders inappropriately remaining in in-home
settings, or entering close custody because no appropriate community treatment program is
available. The result of youth offenders coming into close custody facilities because no
community beds are available is that other youth offenders must be released from close
custody prior to completing treatment, in order to make room for the new arrivals. We will
continue with OYA's mapping initiative and community placement restructure project,
which are intended to address this problem.

0 Continuing to maintain reduced capacity within individualized services for reintegration and
stabilization. This will severely restrict communities’ ability to divert youth offenders from
out-of-home placement and help youth offenders successfully transition back into their
home communities from placements.

e OVYA proposes saving $1.6 million by holding positions vacant and eliminating management merit
increases for the remainder of the biennium.

0 Achieving this aggressive plan will require holding positions open and reorganizing program
areas within the Central Office. This likely will result in missed deadlines, delays in
responding to requests for information, delays in making vendor payments, and other



service reductions. This plan also will reduce community supervision and case management
of youth offenders, and reduce monitoring of residential treatment programs.

OYA proposes saving approximately $1.04 million by reducing funding for county crime prevention
services and for anti-gang programs in East Multnomah County. County crime prevention services
include JCP Basic and Diversion services.
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We recognize that reductions in services (e.g., treatment, shelter, supervision) will reduce
local communities’ ability to intervene and likely will result in continued and escalated
criminality by youth offenders. This, in turn, will result in increased community and close
custody commitments to OYA. The agency’s residential and close custody systems may
become “revolving doors,” with youth offenders competing for limited treatment capacity.

Gang enforcement efforts by East Multnomah County law enforcement agencies will be
negatively impacted by this allotment reduction.

OYA proposes saving $654,000 by restructuring the delivery of education and vocation services,
restructuring the SITP Violent Offender Program, continuing to defer capital improvement needs,
and delaying the opening of the Young Women's Transitional Program facility by six months. OYA
will closely monitor the impacts of these actions to determine whether safety, security and public
safety are compromised. If these proposals must be withdrawn due to safety and security concerns,
OYA will be required to make additional budget reductions elsewhere.
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We recognize that reducing the education and vocation services available to youth
offenders increases the barriers they face to successfully remaining crime-free.

We also recognize that placing some violent offenders in alternative and less costly settings
may raise concerns about staff and public safety. The agency will move cautiously in this
area.

OYA has an extensive number of maintenance issues that have been deferred due to budget
restrictions. Many of these projects relate to safety and security needs. These projects again
will be delayed to a future biennium. If safety and security are compromised, OYA may need
to use operating funds to meet capital improvement needs. In this event, OYA would return
to the Legislature for an appropriation adjustment.

The agency will continue to leave female youth offenders without the step-down assistance
male youth offenders receive to help them successfully transition back into their home
communities. This could increase the chances of recidivism among female youth offenders.

Several options exist for achieving the final $2 million in savings required to reach the target of
$11.9 million in reductions. We will be working with the Governor’s Office and Legislature to
determine which option or combination of options in the following list should be selected. The
options are:
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Reduce close custody capacity — Eliminating 75 beds by closing one or more facilities in
January 2011 saves $2 million and eliminates 55 staff positions. Reducing close custody
capacity in units of 25 beds saves approximately $400,000 and 11 staff positions per unit.
Closing 125 beds of living units saves $2 million and eliminates 55 staff positions. Staff
layoffs and potential bed reductions would impact local economies. Youth offenders



receiving reformation services in close custody will be paroled to communities.
Commitments to close custody likely would continue at current levels, resulting in a
"revolving door" system, which compromises public safety.

O Reduce state assistance to counties — Taking an additional 11.77 percent reduction to
Juvenile Crime Prevention Basic, Diversion and county individualized services would achieve
$2 million in savings. Each 1 percent reduction in state assistance to county juvenile
departments equals approximately $170,000. Additional services would be lost and out-of-
home commitments to the state would increase because of less ability to serve youth
offenders at the local level. County staffing reductions likely would occur.

0 Continue the salary freeze for represented staff — Continuing the current salary freeze for
represented staff through the rest of the biennium will generate approximately $1 million
toward the $2 million shortfall. This is in addition to the management salary freeze. This
action will require Letters of Agreement with both AFSCME and SEIU. Those currently are
not in place.

0 Receive enhanced Medicaid funding — If Congress approves an enhanced federal Medicaid
match for the last six months of the biennium, OYA will be able to apply approximately
$900,000 toward the $2 million shortfall.

We recognize these cuts are going to be painful to OYA, our partners and stakeholders, and the
citizens of Oregon. These choices were difficult. Services are going to be reduced or delayed.
Reformation and treatment needs are not going to be met.

We appreciate the good work our staff and partners have been doing to generate savings this
biennium. It has not been easy, but staff have been diligent in seeking efficiencies and minimizing
expenditures. Without these efforts the service reductions we are proposing for the remainder of
this biennium would have been much steeper.

What’s next

This $11.9 million reduction may not be the last one we must make this biennium. We will need to
be extra cautious in the event General Fund revenues continue to decline.

In addition, steeper cuts are expected next biennium based on an anticipated revenue shortfall of
$2.5 billion in General Fund moneys.

We will continue to seek efficiencies through actions such as the mapping initiative, the staffing
analysis and the Juvenile Justice Symposium, but service improvements alone cannot meet the
anticipated reduction needs coming in 2011-2013.

As the Reset Cabinet’s report to Governor Kulongoski stated, although we are seeing signs of
recovery in Oregon, the state is not expected to return to pre-recession levels for many years. In this
environment, it is anticipated that the state’s revenues will not be able to sustain all programs and
services currently in place.

This biennium’s budget reduction lays the groundwork for the additional cuts we expect will be
required for 2011-2013. OYA’s budget reduction principles will be interwoven with the guidance
provided by the Governor's Reset Cabinet as we design the 2011-2013 budget.



We will be using the next several months to thoughtfully prepare a long-term budget that enables
OYA to continue to provide the critical functions necessary to protect Oregon’s public safety. The
reductions must be sustainable and must position this agency to continue to meet its core functions
during the years ahead.

We are concerned that the reductions we must make next biennium will negatively impact public
safety and Oregon’s ability to hold youth offenders accountable and help them reform. We believe it
is essential to avoid reaching a position where the state is unable to hold its highest-risk youth
offenders in secure and safe environments. For that reason, we will strongly encourage the
Legislature to avoid implementing any cuts that reduce our ability to place the highest-risk youth
offenders in secure custody and protect public safety.

As we move forward during these unstable economic times, we will continue to work with the
Governor’s Office, Legislature, partners and stakeholders to advocate for long-term budget planning
that will sustain our current mission, acknowledge the roles of the many members of the state’s
juvenile justice continuum, and recognize the impact of changes along one part of that continuum
on the entire system.
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Mission
The Oregon Youth Authority protects the public and reduces crime by holding youth offenders accountable
and providing opportunities for reformation in safe environments.

Vision
Youth who leave OYA lead crime-free lives.
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