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Associated Press

AUSTIN, Texas — The state's top three elected officials asked Texas agencies Tuesday to plan for
additional cuts of 2.5 percent as lawmakers address a budget shortfall expected to exceed $20
billion.

The cuts, requested in a letter from Gov. Rick Perry, Lt. Gov. David Dewhurst and House Speaker
Joe Straus, will be on top of about $1.2 billion in spending cuts already made this year.

The Legislature will make the cuts in a "supplemental budget," which is used to handle unexpected
savings or expenses, when it convenes in January, the letter said.

"These additional budget cuts reflect the will of the people and our state's leaders to keep state

spending within the boundaries of available revenues," Straus said. "Spending restraint and EVGA 01G-P3-1450-TR
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accountability for taxpayer dollars will be critical to our efforts to balance the state budget with no
tax increases, as I have committed to do."

State leaders exempted most public education and Medicaid spending from cuts they asked state
agencies to make in January, but this week's letter asked agencies to "take a broad view across all
programs and services."

The cuts could amount to as much as $750 million, Walz said.

After further exemptions granted by Perry's office, the previous cuts amounted to about $1.2 billion,
or 1.4 percent of the $87 billion of state revenue spent in the two-year budget. This second round of
cuts will likely generate much less in savings because it only applies to the 2011 fiscal year rather

than the two years covered by the 2010-2011 budget.

The agencies that received waivers, such as prisons and universities, may ask for them again as part
of their response to Tuesday's request.

The Texas Health and Human Services Commission said it would reduce reimbursement rates to
about 15,000 doctors who accept Medicaid by another 1 percent. The Medicaid reimbursement rate
to physicians and hospitals was already cut 1 percent earlier this year. Reimbursement rates for
nursing homes will be reduced by 2 percent for a total savings of about $42 million, said Stephanie
Goodman, a spokeswoman for the agency.

The president of the Texas Health Care Association said such cuts put "seniors, caregivers and
communities in clear and present danger."

"While we understand state leaders' concern about the challenging budget situation, these new cuts
are an ominous development that will jeopardize facilities' ongoing ability to provide quality care to
Texas' oldest, most vulnerable seniors, and put at risk the key facility jobs that make a key difference
in patient outcomes," association president Tim Graves said.
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The shortfall is the gap between revenue and the amount of money needed to maintain state services
at current levels, and its exact amount won't be known until the comptroller releases her estimates
next month.

But it will likely be the driving force behind almost every decision the Legislature makes when it
convenes in January. From state parks and highways to health care programs for the poor and
disabled, state agencies are bracing for the hatchet.

State tax receipts have been down because of the recession, and Texas is also on the hook to fill a
hole of about $11 billion left by federal stimulus money and other state savings that helped last year
but are no longer available. Added costs from increased enrollment in public schools and health care
programs, increases in health care costs and lower property values have added to the hole.

State revenue fell short of projections by $2 billion in the fiscal year that ended in August and
probably won't meet projections for this year either.

Still, state leaders attempted to put a positive spin on the situation.

"Texas' economy remains strong, and as we lead the nation in recovery from the economic
downturn, we will continue to ensure that Texans' tax dollars are spent prudently," Perry said.
"Identifying these savings builds on our ongoing call to keep government spending in check so that
we can balance our state budget without raising taxes and continue to attract businesses that create
jobs for Texans."

Copyright 2010 The Associated Press. All rights reserved. This material may not be published, broadcast, rewritten or redistributed.
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