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SUBJECT:  Revised Budget Reductions

As you are aware, after re-examining the budgetatoh option that was previously submitted, we
determined that there were some issues with thigyjoathe information. We had made some
calculation errors that affected some providerddifionally, our source FTE data from the FY 2007
Annual Report had some inconsistencies based omphaviders completed the reports. It was also
apparent that the methodology used would have adglge impact on some providers that their abibty
continue as a provider would be compromised.

We have, therefore, made some changes in the ayptioat address the aforementioned issues. We used
FY 2008 Annual Report data, which should be morestent because we provided additional

clarification and training for providers to improtiee consistency of the information. We also used

more incremental approach where all providers edaeced, applying a larger percentage cut to higher
cost providers. The range reductions of 1.5% toofthe contracts, excluding transportation, wdogd

very challenging but more workable than the presisubmission.

The reductions total $21,090,884 using this apgrodaur previous submission was $23,067,166.

As you know, this information was developed as ph# process where agencies were required to submi
10% budget reduction options. These and the o#ueiction options were submitted to OPM. If the
Governor’s Budget includes them, they will be rexed by the Legislature, which would determine
whether these or other reductions should be incated in the budget for FY10 and FY11.
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