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Overview

These instructions provide guidance for preparing Spending Reduction Proposals 
for the 2000-2002 biennium, as required by Executive Order 74 (01).  
These instructions apply to all Executive Department state agencies 
not otherwise exempt.  
Please also see the memorandum dated February 27, 2001, 
from the Chief of Staff for additional instructions.

Why spending reductions?


The General Assembly adjourned from the 2001 regular session without enacting a budget bill amending the 2000 Appropriation Act (Chapter 1073 of the 2000 Acts of Assembly).  Therefore, the 2000 Appropriation Act remains the appropriations law of Virginia for the 2000-02 biennium. The Constitutional and statutory responsibility falls to the Governor to reduce expenditures and balance the state budget.


The 2000 Appropriation Act is based on estimates of revenue growth totaling 5.5 percent in FY 2001 and 6.9 percent in FY 2002.  While revenues continue to grow, actual revenue growth has slowed to an estimated 3.8 percent in FY 2001 and 7.0 percent in FY 2002.  The slower-than-expected rate of revenue growth and spending increases approved in the 2000 Appropriation Act mean that general fund expenditures are expected to exceed estimated revenues by approximately $421 million (June 30, 2002).  


In order to prevent a potential deficit, the Governor invoked his Constitutional duty and issued Executive Order 74 (01), Balanced Budget Implementation Plan, 2000-02 Biennium, on Saturday, February 24, 2001.  The Governor directed the Department of Planning and Budget (DPB) to withhold general fund allotments “to the extent necessary to prevent any expenditures in excess of the estimated general fund revenue, and in an amount not to exceed 15 percent of the annual total general fund appropriation of each state agency, department and institution and other nonstate agencies and institutions listed in the Act for each year of the 2000-02 biennium.”  


DPB has unallotted funds for each agency, and agencies are now required to identify preliminary proposed actions to achieve the assigned reductions.  The Governor will approve these actions.

Summary of requirements and deadlines


Agencies must submit their preliminary spending reduction proposals to the Governor’s Office through their Cabinet Secretary on form SR-1, Spending Reduction Table, no later than noon on Friday, March 2, 2001.  The submission must include both hard copies and an electronic version of the form.  The agency head must sign the hard copy submissions.


Should savings proposed on these preliminary plans not be sufficient to meet the requirements of the Appropriation Act, agencies may be required to submit additional plans.  Agencies may also be asked to submit additional plans if their preliminary plans do not meet the “General Guidelines” in these instructions.  

Definition of terms in these instructions

Strategy refers to a specific and discrete action to produce a savings that can be costed out separately.

Spending Reduction Proposal refers to a collection of individual strategies developed by an agency for achieving savings in the 2000-2002 biennium.  

FY 2001 means the fiscal year beginning July 1, 2000, and ending June 30, 2001.  

FY 2002 means the fiscal year beginning July 1, 2001, and ending June 30, 2002.

2000-2002 biennium refers to the two-year period beginning July 1, 2000 and ending June 30, 2002.

General guidelines

Your agency should adhere to the general guidelines below in preparing its preliminary Spending Reduction Proposal:  

· Certain reductions prohibited.  Certain reductions are prohibited by §4-1.04 of the Appropriation Act.  Therefore, your agency’s Spending Reduction Proposal may not include reductions to any of the following:

· Interest payments or sinking fund installments,

· Pension payments for widows and daughters of Confederate veterans or payments for the care of Confederate graves,

· Payments for retirement, social security, and other employee benefits, 

· Payments in fulfillment of a contract for the design, construction, or furnishing of a state owned building, 

· Salaries for any state officer for whom the Constitution of Virginia prohibits a change in salary, 

· Reductions of salaries for any state employee in the executive branch by more than five percent,

· Appropriations for the Virginia State Bar.

· Recommended ‘management savings’ may be included.  The targeted reductions included by the Governor as “executive management savings” (Program 713) in his amendments to the 2000-02 budget may be included in your Spending Reduction Proposal since the “executive management savings” actions were not enacted into law.

· Items set forth in specific budget language may be reduced.  The Governor’s Constitutional authority to reduce expenditures to prevent an imbalance between spending and revenues supercedes any specific language in the Appropriation Act.  Therefore, your agency may propose reductions to activities, programs, or subprograms where amounts are set forth in specific language in the Appropriation Act, as long as: (1) your agency’s overall Spending Reduction Proposal is not more than 15 percent of its annual general fund appropriation for your agency in Chapter 1073, or (2) the reductions are not prohibited by §4-1.04 of the 2000 Appropriation Act.  

· Reductions should minimize impact on direct services.  The Governor has stated that he intends for the reductions to minimize the impact ofndirect services to the citizens of Virginia.  To the extent possible, limit proposed reductions to administrative functions and lower-priority activities.  Layoffs should be proposed only as a last resort.

· Remember that layoffs generate costs.  Agencies should remember that savings strategies requiring lay-offs of personnel also generate costs due to the severance benefits required under the Workforce Transition Act of 1995.  Should your agency consider lay-offs, contact your DPB budget analyst for more information about how to figure severance costs. On Form SR-1, Spending Reduction Table, please identify costs of lay-offs separately from savings.

· Cost out strategies separately.  Break your agency’s plan to produce savings down to specific strategies that can be costed out individually.  For example, if your agency plans to produce savings by using some turnover and vacancy savings, cutting back on subscriptions to publications that can now be accessed over the Internet, and reducing travel, list these three strategies separately on the Form SR-1, Spending Reduction Table. 

· Identify each strategy by type.  Identify each spending reduction strategy as producing either “one-time” or “recurring” savings:

· One-time refers to savings that affect only a single fiscal year.

· On-going refers to recurring savings that continue over many years.  

See the detailed instructions for Form SR-1 for more about strategy type.

· Identify each strategy by category. For each spending reduction strategy your agency identifies, select one of the following categories that best describes that strategy:

·  Turnover and vacancy.  This category is for spending reduction strategies dependent upon the dollars saved from the normal lag time associated with recruitment for vacant positions.  It also includes any imposed delay or deferral in filling vacant positions or bringing in a new employee at a lower salary than the former incumbent.  Savings in this category should take into account savings to both salary and associated fringe benefits.

· Wage and overtime cost freeze.  This category is for strategies that generate savings as a result of limiting overtime for salaried employees and/or curtailing the use of wage employees.  Savings include personal services costs - salary and associated fringe benefits.

· Technology. This category is for spending reduction strategies dependent on savings resulting from implementing new information management systems, Internet technology, e-procurement, or other new technology.  An example would be putting items on the Internet rather than producing hard copies.

· Energy management. This category is for strategies that produce savings through better management of an agency or institution’s energy consumption.  
· Process-oriented.  This category is for spending reduction strategies that produce savings by establishing new methods for performing agency or institutional responsibilities.  A recent example would be the creation of the Payroll Processing Unit in the Department of Accounts to handle the payroll for a group of small agencies.
· Reorganization and restructuring.  This category is for strategies that produce savings by reorganizing or restructuring the agency’s organization structure or through a reassignment of responsibilities.  An example would be consolidating in one organizational unit work that was previously handled by more than one unit.

· Deferral of discretionary expenses.  This category is for strategies that generate savings as a result of imposing deferment or reduction in selected discretionary expenses such as travel, equipment purchases, printing, etc.  Savings include nonpersonal services costs for discretionary items.

· Reduce or eliminate current services.  This category is for strategies that generate savings as a result of reducing or eliminating selected current services.  Savings would include personal and nonpersonal services costs associated with the service.

· Delay, reduce, or eliminate new initiatives. This category is for strategies that generate savings as a result of delaying the start-up, reducing the scope of, or eliminating a new initiative funded in Chapter 1073 for the 2000-2002 biennium.  Savings would include personal and nonpersonal services costs associated with the activity.
· Other.  This category is for spending reduction strategies that do not fit in one of the other categories. 

See the detailed instructions for Form SR-1 for more on strategy categories.

Instructions for preparing the
Spending Reduction Table (SR-1)

Form SR-1, Spending Reduction Table, is available on the DPB web page at http://www.state.va.us/dpb/ (look under “State Agency Services” at the “Forms and Instructions” page).  The form is in an Excel format.  If you require a different format or experience any difficulties with the form, contact your DPB budget analyst. 


Once you have completed this form, please save it with the following naming convention: Agency Code, Agency Abbreviation, followed by SR1.xls.  For example, the file for agency 122, the Department of Planning and Budget, should be named “122DPB-SR1.xls”.  


The hard copy submission, which must be signed by your agency head, must be submitted through your Secretary to the Governor’s Office no later than noon on Friday March 2, 2001.  In addition, you must also submit the Spending Reduction Table in an electronic format to the Governor’s Office using the required file-naming convention.  E-mail your submission to reductionproposals@gov.state.va.us.

General do’s and don’ts for Form SR-1
· Do enter the name of your agency in the appropriate block at the top of form SR-1.  The agency head signature block is intended to be used with your hardcopy submissions only.  No action is required in this block for the electronic submission).

· Do not insert any columns or rows in the form.  If you require a form with additional rows in which to enter data, contact your DPB analyst.  

· Do not include any summary data in the form. 

· Do enter all amounts (both savings and costs) as positive numbers, rounded to the whole dollar.    

Column-by-column instructions for Form SR-1
· Column A.  Agency Code: For each spending reduction strategy that your agency proposes, please enter your agency or institution’s three-digit agency code.  Please remember to enter this code for each row.   

· Column B.  Strategy Number: Please provide a unique identification number for each spending reduction strategy, such as 1, 2, 3, ....

· Column C.  Strategy Title: In this column, please provide a short title for each spending reduction strategy that your agency or institution will propose.  Each title should begin with an action verb; for example, “Improve the efficiency of agency support services.”  Additional space is provided in Column F for more detailed strategy descriptions. 

· Column D.  Savings Type: For each spending reduction strategy, please indicate whether that strategy will produce “one-time” or “on-going” savings.  The term “on-going” refers to those strategies that will produce recurring savings.  If an individual spending reduction strategy will produce both one-time and recurring spending reductions, please separate that strategy into two different strategies, one for the on-going savings and one for the one-time savings.  Agencies using more recent versions of Microsoft Excel may use the “drop-down boxes” in this column to select the appropriate savings type.  Other agencies should enter the savings types exactly as described in the quotes above.

· Column E.  Savings Category:  In this column, please select one of the following 10 choices that description which best fits your agency or institution’s spending reduction strategy:

· Turnover and vacancy

· Wage and overtime cost freeze

· Technology

· Energy management

· Process-oriented

· Reorganization and restructuring

· Deferral of discretionary expenses

· Reduce or eliminate current services

· Delay, reduce, or eliminate new initiatives

· Other

See the “General guidelines” section of these instructions on page 4 for definitions of these categories. 

Agencies using more recent versions of Microsoft Excel may use the “drop-down boxes” in this column to select the appropriate savings category.  Other agencies should enter the savings types exactly as listed above. 

· Column F.  Strategy Description: Please include a general description of the spending reduction strategy.  This description should be no more than a few paragraphs.  Please include a brief discussion on the methodology used.  In addition, if there are any up-front costs, please include a brief rationale.  If your savings strategy involves any layoffs, this should be referenced in the description.  (You do not need to include the cost amounts in the narrative in Column F because they will be captured in columns H and J.)
· Columns G and H.  Savings and Costs for FY 2001: These columns relate to the amounts of savings and costs associated with the strategy in FY 2001.  In Column G, insert the dollar amounts (rounded to the nearest whole dollar) for general fund savings that will be achieved by the strategy.  These amounts must be gross savings, and should NOT net out any associated costs.  In Column H, insert the dollar amounts (rounded to the nearest whole dollar) for general fund costs associated with the strategy in FY 2001.  Enter positive amounts for both savings and costs, and please do not enter any formulas into these fields.

· Columns I and J.  Savings and Costs for FY 2002: These columns relate to the amounts of savings and costs associated with the strategy in FY 2002.  In Column I, insert the dollar amounts (rounded to the nearest whole dollar) for general fund savings that will be achieved by the strategy.  These amounts must be gross savings, and should NOT net out any associated costs.  In Column J, insert the dollar amounts (rounded to the nearest whole dollar) for general fund costs associated with the strategy in FY 2002.  Enter positive amounts for both savings and costs, and please do not enter any formulas into these fields.

Packaging the submission

Hard copy submission


Submit five hard copies of your agency’s preliminary spending reduction proposal to the Governor’s Office through your Cabinet Secretary by noon on March 2, 2001.  Note that the agency head must sign the hard copy submissions.  The proposals must be addressed to:


Spending Reduction Proposal


The Honorable M. Boyd Marcus, Jr.

Governor’s Chief of Staff

Office of the Governor
State Capitol, 3rd Floor
Richmond, Virginia 23219

Electronic submission


In addition to hard copies, you must submit the From SR-1, Spending Reduction Table, in electronic format. The electronic submission is also due by noon on March 2, 2001.


Use the following file-naming convention: (agency code)(agency abbreviation)-SR1.xls.  For example, the electronic file for the agency with the code 122 would be named 122DPB-SR1.xls.


E-mail your submission to the Governor’s Office at the following address:  reductionproposals@gov.state.va.us.  
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