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May 25, 2010
Dear Colleagues,

As many of you know, Oregon’s June quarterly economic revenue forecast was released today.
Unfortunately, while the state’s economy is expected to improve next biennium, we continue to face a
worsening shortfall in tax revenues this biennium.

Today’s forecast, which can be found at

http://oregon.gov/DAS/OEA/revenue.shtml#Most Recent Forecast, predicts state revenues for 2009-
2011 to drop an additional $511 million below the amount previously expected. This results in a $562.6
million negative ending balance for the state. And, since Oregon’s Constitution prevents the state from
running a budget deficit, we must make up that shortfall during the next 13 months.

To address this problem, Governor Kulongoski is invoking his authority to require state agencies to
implement an across-the-board General Fund budget reduction. All agencies are being required to cut 9
percent of their General Fund budget for the remainder of the biennium.

This translates into a budget reduction for OYA for the remainder of this biennium of $11.5 million. This
cut is in addition to the reduced budget level to which we already are managing.

A reduction of this amount has the potential to significantly impact the level of services we provide
youth offenders and the way we conduct business. Fortunately, OYA’s leadership has been actively
engaged in developing approaches for reducing expenditures and streamlining operations in anticipation
of budget cuts next biennium.

The key principles we have been following — and will continue to follow — as we consider potential
budget reductions and work to achieve those reductions are:
1. Minimize the impact on the youth and families we serve;
2. Minimize the impact on public safety and reformation; and
3. Where possible, minimize any disproportional impact on staff, individual communities and
providers.

While it’s too soon today to know the details of how we will achieve this budget reduction, we have
received direction in a letter from Governor Kulongoski regarding some strategies all state agencies are
expected to use to manage this shortfall. These include continued use of furlough days and a continued
freeze on step increases for executive service, management service and unrepresented employees. You
can read the Governor’s entire letter at

http://www.oregon.gov/OYA/newsroom/directors message/GovernorlLetter.pdf.
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As Governor Kulongoski said during his news conference today following the release of the forecast, the
best response to a decline this significant is swift and decisive action, and that is how OYA will proceed.
Effective today, we are implementing a freeze on hiring. Additional measures will follow. We will
complete our budget reduction plans and send them to the Governor by June 7 for his review.

We realize this latest budget information is disheartening news, but we will get through it together. As
public employees we have weathered tough economic cycles before, and we know that eventually there
will be an end to this downturn. Our priority now is to reduce expenditures in accordance with the
principles listed above and to ensure we are well-positioned to continue providing the services our
youths and communities need during the years ahead.

Please know that we recognize your dedication and commitment to OYA’s mission, and we sincerely
thank you for all that you do. We will continue to keep you apprised about this budgeting process as it

unfolds.

Sincerely,

Lo

Colette S. Peters
Director

fands /A psonih

Fariborz Pakseresht
Deputy Director
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