Trial Court Budget Commission

Meetl.I;g Minutes COURT
April 4, 2011 Butyet Commission
Attendance - Members Present

The Honorable John Laurent, Chair The Honorable Margaret Steinbeck, Vice Chair
Mr. Mike Bridenback The Honorable Debra Nelson

The Honorable Catherine Brunson Ms. Carol Ortman

The Honorable Joseph Farina The Honorable Gregory Parker

The Honorable Ficarrotta The Honorable Belvin Perry, Jr.

The Honorable Charles Francis The Honorable Elijah Smiley

Mr. Tom Genung Mr. Walt Smith

Ms. Sandra Lonergan The Honorable Patricia Thomas

The Honorable Thomas McGrady Mr. Mark Weinberg

The Honorable Mark Mahon Ms. Robin Wright

The Honorable Wayne Miller

Attendance - Members Absent
The Honorable Robert Roundtree (excused for trial)

Welcome and Approval of Meeting Minutes

Judge Laurent called the Trial Court Budget Commission (TCBC) meeting to order at 8:30 a.m.
The roll was taken and a quorum was present. Judge Laurent welcomed the members and
asked the guests to introduce themselves.

Judge Laurent asked if there were any revisions to the December 7, 2010, February 11, 2011,
and February 18, 2011 meeting minutes. Judge Farina identified a correction on page 19 of the
December 7, 2010 minutes and asked that “Drew” be replaced with “Dew.” A motion was
made by Judge Farina to adopt the December 7, 2010 minutes as amended and the February 11
and 18, 2011 minutes as drafted. Judge Miller seconded and the motion was passed without
objection.

Status of Current Year Funding

Status of State Courts Revenue Trust Fund Deficit
Kris Slayden reviewed the month-to-month actual revenue collection by source. The actual
revenues collected for March was down to approximately $12.3 million due to the drop off in
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mortgage foreclosure filings. The filings for February 2010 were 31,666 and the filings for
February 2011 were 8,205.

Salary Budgets

Dorothy Wilson provided a status of the salary budgets for the trial courts. After application of
leave payments and savings for vacancies, the circuit courts were under the salary
appropriation in the State Courts Revenue Trust Fund by $4,166,825 and the county courts
were under by $632,010. The Administrative Trust Fund was under appropriation by $7,291,
the Mediation and Arbitration Trust Fund was under by $694,932, and the Federal Grants Trust
Fund was under by $81,448.

Operating Budgets

Dorothy Wilson reported on the status of the State Courts Revenue Trust Fund operating
budgets as of March 31, 2011. She noted that 40% was expended or encumbered in the
Expense category, 37% in Operating Capital Outlay, and 45% in Contracted Services, which was
in line with last year’s expenditures.

Other Trust fund Cash Balances

Charlotte Jerrett reviewed the cash statements for the Mediation and Arbitration Trust Fund
(MATF) and Administrative Trust Fund (ATF). The cash balances as of March 31, 2011 for the
MATF and ATF were $14,543,044 and $832,668 respectively. Ms. Jerrett noted that in the ATF,
expenditures were moved from the State Courts Revenue Trust Fund (SCRTF) as part of the
revenue shortfall plan. Also a part of the plan, the transfers of unobligated cash from these
funds to the SCRTF will be reflected on April’s cash statements.

Status of Foreclosure and Economic Recovery Initiative

Kris Slayden provided a status of the initiative and as of March 31, 2011, $3,300,001 has been
expended and 44.6% or $2,654,175 of the allocation is remaining. The courts continue to
experience a decrease in the mortgage foreclosure backlog. The backlog was reduced by
13,284 in January and February 2011.

Status of State Courts Revenue Trust Fund (SCRTF) Deficit

Lisa Goodner reported that Chief Justice Canady sent a letter to the Governor regarding the
State Courts System’s deficit plan which included a request for a loan from our trust funds and
other trust funds. While the Governor approved the transfer from our internal trust funds, he
requested additional information on two occasions to better understand how this situation
occurred and what actions the courts have taken to resolve the matter on our own. Due to
growing concern that the Governor may not approve all or part of the transfer, the Executive
Committee looked at how to best use existing resources to make it through year end. Judge
Laurent added that the courts have sufficient funds to cover expenditures through April and
that June expenditures will be covered through a provision in the General Appropriations Act.
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Dorothy Wilson reviewed an updated monthly cash analysis for March. She reminded the
members that the numbers are very fluid and influenced by daily revenue collections and daily
invoice payments. The carried forward cash balance from February was $14.85 million. The
revenue collection was $12.30 million, for a total available cash balance of $27.16 million. Ms.
Wilson noted that the third quarter Cost Sharing payment from the Judicial Qualifications
Commission was already received and she was unsure if the fourth quarter payment would be
received before June 30™. The total expenditures were $22.82 million, ending with a cash
balance of $4.34 million. Ms. Wilson noted that a revenue shortfall was avoided in March by
the emergency operating budget freeze and moving SCRTF expenditures to maximize the
General Revenue Fund and the Administrative Trust Fund.

Ms. Wilson reported that April projections begin with a cash balance carried forward of $4.34
million. The ending cash balance after revenues and expenditures, including a $3.06 million
General Revenue Service Charge payment, is projected to be a deficit of $15.61 million for April.
The deficit can be reduced again by maximizing $2.45 million in General Revenue funds;
however, the availability of these funds would be exhausted and this option would not be
available for May and June. The deficit was further reduced to $6.17 million by the approved
temporary transfer of unobligated cash from the Mediation Arbitration Trust Fund and the
Court Education Trust Fund.

Ms. Wilson reviewed the TCBC Executive Committee’s recommendations for reducing the
deficit should the Governor not approve the State Courts System’s (SCS) transfer request. All
options that were previously reviewed were examined again, along with all remaining items in
the SCS budget. The following items were presented for consideration to be effective April 8,
2011:

1. Remaining budget authority from the Foreclosure and Economic Recovery Program —
stop program

Other Personal Services Category — stop all services

Operating Capital Outlay Category — reduce all remaining allotments

Civil Traffic Infraction Hearing Officer Program — stop program

Senior Judges — freeze usage

Additional Compensation to County Judges — stop payments

Due Process — reduce original allotment by 40%

Contracted Services — reduce original allotment by 50%

Expense — reduce original allotment by 50%
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Ms. Wilson reported that the recommendations would generate an additional $7.67 million in
savings; however, the courts would still have a shortfall of $32.05 million for the year end.
Judge Perry stated that the additional actions to cover the shortfall would require court
closures and would drastically impact businesses and every day citizens. Judge Steinbeck
questioned if the Governor understood that the courts are out of options and without the
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transfer, it is necessary to include court closure days. She identified human resource issues
regarding benefits and that employees must work a certain number of days to receive benefits.
Judge Tobin mentioned issues regarding speedy trial rules. Judge Laurent added that there are
many consequences of court closures.

Ms. Wilson continued to report on proposed savings to reduce the deficit. The final action
proposed if the transfer is not approved is furlough days. The worst case scenario for April and
May would equate to 32 furlough days without judges included, and 18 with judges. If the
additional savings proposal is approved, the furlough days would be reduced to 14. The
maximum days an employee can be furloughed in one month without losing their benefits is 17
days.

Judge Nelson asked if a Supreme Court order is needed to close courts. Judge Laurent stated
that the TCBC would make a recommendation to the Supreme Court and the court can
approve, disapprove, or modify. Judge Brown, 11" Circuit Chief Judge, expressed support for
the court closures with advance notice and providing a target date for closure. Judge Parker
suggested continuing with crisis management actions and provide law firms with good faith
notices of impending closures. Judge Moran, 4™ Circuit Chief Judge, asked if flexibility will be
provided to chief judges to make furlough decisions. Judge Laurent responded that the TCBC
would like to offer that option; however, the courts must be consistent. Judge Perry added that
the courts must speak with one voice. The courts do not want to close, but are forced to do so.
Judge Laurent stated that the courts’ actions will also impact public defenders and state
attorneys. Judge Haworth, 12" Circuit Chief Judge, added that the courts would also have to
coordinate with the clerks of court. Judge Mahon also identified the need to notify law
enforcement regarding issues with releases on own recognizance and first appearances. Judge
Menendez asked if the legislature would authorize an emergency appropriation. Judge Laurent
stated that the legislature has already approved an emergency appropriation to cover the
month of June; however, the Governor can veto the action.

Lisa Goodner stated that the chief justice would be attending the chief judges meeting and he
would like to hear the pros and cons of this plan and will be prepared to take the plan to the full
Supreme Court. She reminded the members that the courts are still waiting for the Governor’s
decision and court closures will be an action of last resort. Judge Blanc, 15™ Circuit Chief Judge,
supported the furlough to include judges; however, was under the impression that the courts
could not sustain additional budget cuts. Judge Laurent responded that these cuts are
emergency measures. Mike Bridenback supported taking the additional cuts and furlough of
staff and judges. Judge Farina stated that there may be a constitutional policy issue regarding
the furlough of judges and the Supreme Court may have to determine the outcome. However,
he expressed support of implementing the proposals and furloughs, including judges. He stated
that as a budget commission, the group has a responsibility and duty to make a decision at this
meeting. Many people are relying on the TCBC to make the best and fair decision. He added
that the courts must speak with one voice and make a unified decision.
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Judge Steinbeck made a motion to approve the additional savings proposals and additionally, to
recommend to the Supreme Court the implementation of statewide furloughs for the trial
courts, including judges, for four days in April and ten days in May, requiring court closures
during the furlough days. The furloughs and consequent court closures will not be required if
the Governor approves the transfer request. Judge Perry seconded the motion. Mark
Weinberg asked if there are any resources available in other trust funds. Charlotte Jerrett
stated that $800,000 is available in the Administrative Trust Fund (ATF) if the circuits stop
spending from the Due Process Cost Recovery category. Mike Bridenback asked if the furloughs
included all staff in all trust funds. Charlotte Jerrett replied that the Child Support Enforcement
Hearing Officer Program is funded from federal funds and therefore is not included in the
calculations. Those employees may be asked to take leave. Judge Menendez inquired about
county employees. Judge Laurent stated the each circuit would handle locally. Walt Smith
confirmed that the actions would apply statewide. Mark Weinberg asked staff to review the
available cash in the ATF. Rick Callanan, 20™ Circuit TCA, recommended initiating the State
Courts System Continuity of Operations Plan (COOP) if court closures become necessary.

The motion to approve the additional savings proposals and recommendation to the Supreme
Court on the implementation of statewide furloughs for the trial courts, including judges, for
four days in April and ten days in May was passed without objection.

Update from Chief Justice Designee to the Clerk of Court Operations
Corporation Executive Council

Judge Farina recognized Clerk of Court Operations Corporation (CCOC) Executive Council Chair
Richard Weiss, Vice Chair Bob Inzer, and Executive Director John Dew. He thanked OSCA staff
Kris Slayden and Jessie Emrich for their assistance. Judge Farina provided an update from the
four CCOC Executive Council meetings held since his last status report at the December TCBC
meeting. The purpose of the meetings were to review and respond to the Auditor General
Report for the clerks, discuss the potential revenue shortfall for this fiscal year, provide updates
for the FY 2011-12 Legislative Budget Request (LBR), and review the reduced budget for FY
2010-11 from the Senate.

Judge Farina reported that the clerks are in the same situation as the courts regarding
decreased revenue collections. The clerks are facing a $50 million revenue deficit and are
working on their own shortfall plan for the current fiscal year. In addition, a discrepancy exists
between the CCOC and the Auditor General regarding the Auditor General’s opinion when a
determination is made that a deficit will occur; the CCOC should notify the Chief Justice to
initiate a proposed plan to eliminate the deficit. The CCOC maintains that the Legislature has
final authority, not the Chief Justice, and it is the responsibility of the Council to develop a plan
to be submitted directly to the Legislature.
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Judge Farina provided a status of legislative activities that would impact the clerks. HB 5409
would remove the CCOC from the state budget and transfer the Clerks of Court Trust Fund to
the Department of Revenue. The CCOC would no longer be housed within the Justice
Administrative Commission and the bill eliminates court and legislative representation on the
CCOC Executive Council. This bill was passed favorably by the House Appropriations
Committee. SPB 7120 was amended to strike language requiring that “10% of all court-related
fines collected by the clerks be deposited into the clerk’s Public Records Modernization Trust
fund to be used exclusively for additional clerk court-related operational needs and program
enhancements.” A bill that includes language to reduce the CCOC’s 8% General Revenue
Service Charge to 4% has not moved since early in the legislative session.

Update on 2011 Session

Overview of House and Senate Budget Proposals

Theresa Westerfield presented a side-by-side comparison of SB 2000 and HB 5001, the
appropriations bills as of March 29, 2011. The Senate proposal represents a reduction of 49.0
FTE statewide (trial courts-47.0 FTE) and an appropriations increase in the amount of $5.6
million (trial courts-$2.9 base budget Expense reduction). The net increase is due to funding
associated with the Senate proposed Judicial Caseload Incentive Plan. The House proposal
represents a reduction of 18.0 FTE and $5.3 million (trial courts-0 FTE, $1.8 base budget cut and
$2.1 additional cut to Expense). Ms. Westerfield reviewed the proviso, back of the bill
language, and the appropriations implementing bill. Walt Smith asked if any actions have been
taken to mitigate the 47.0 FTE trial court reduction in the Senate bill or to take the cuts all in
dollars. Judge Laurent stated that the Judicial Branch leadership have been working on current
year issues and have not yet addressed the next year’s issues. Lisa Goodner added that
legislative staff has indicated that they would consider a proposal from the Judicial Branch a
branch-wide plan for implementation.

Overview of Budget Conforming Bills and Implementing Legislation

HB 5405 — Charlotte Jerrett reported that the bill would redirect revenue streams from the
Court Education Trust Fund and the Mediation Arbitration Trust Fund to the State Courts
Revenue Trust Fund. Judge Farina asked if there was any concern that those trust funds may be
in jeopardy. Lisa Goodner replied that the courts need the trust funds to keep those revenues
segregated.

HB 5409 — Judge Farina briefly provided a summary as the bill was previously reported in the
CCOC Executive Council update.

SB 2002 — Charlotte Jerrett reviewed the appropriations implementing bill, noting section 40.
The legislature has offered to reduce their salaries by 7% for FY 2011-12.
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HB 5003 — Charlotte Jerrett reported that the bill implements travel restrictions and requires
consideration of the use of teleconferencing before approving mission-critical travel.

SB 2116 — Charlotte Jerrett stated that SB 2116 requires the Office of the State Courts
Administrator to review Court-Appointed Counsel billings, affidavits, and documentation for
completeness and compliance with contractual and statutory requirements, and reported it as
problematic. Only one position would be provided for this additional responsibility. Judge
Perry recommended keeping this function within the Justice Administrative Commission.

Discussion of Judicial Performance Incentive Plan

Kris Slayden reported that she and Judge Farina met with Senate staff to review a revised plan
to include circuit civil only. Judge Farina discussed the merits of the plan and the problems with
the proposal and idea. Judge Steinbeck stated that the additional funds for incentives would be
$3.6 million. Budget Committee Chair Alexander’s intent is for the courts to better manage
their workload. Judge Steinbeck added that she and Rick Callanan have been working on a
project in the 20" Circuit that is meeting objectives already and asked if there is funding, if the
funds may be used for court innovations instead of judicial payments. Judge Laurent replied
that no judge has to participate or accept the funds. Judge Steinbeck noted that although $3.6
million would not fund case management statewide, it would be sufficient to fund pilots in
several circuits. Judge Francis was concerned that circuits already performing will be penalized.

Proposal for Stabilizing FY 2011-12 Court Funding

Kris Slayden stated that with the current instability of mortgage foreclosure revenues, Judge
Laurent directed staff to look at current and potential revenue sources and determine their
stability. Ms. Slayden reviewed current and potential revenue sources and provided a volatility
index using actual revenues from FY 2009-10 and year-to-date revenues for FY 2010-11. The
volatility index for foreclosures was 37%. Potential revenue sources with relatively low indexes
were dissolution of marriage, revenue from Chapter 2008-11, 20.06% of civil penalties, which
are currently directed to General Revenue. Ms. Slayden provided an overview of possible
solutions to improve the stability of the revenue steam. She added that the goal of the exercise
was to trade off volatile revenue sources that are directed to the State Courts Revenue Trust
Fund and replace with more stable revenue sources, and that the tradeoffs must be revenue
neutral or create new revenue.

Overview of Pay and Benefits Legislation

Gary Phillips presented a side-by-side comparison of the Governor’s pension reform
recommendations, SB 1130 (currently in the Budget Committee), and HB 1405 (passed in the
Appropriations Committee). Mr. Phillips also reviewed a side-by-side comparison of the
Governor’s health care recommendations, SPB 7096 (passed committee), and the House
General Appropriations bill.
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Other Bills of Interest

Court Reform Bills - Lisa Goodner reported on the status of court reform bills as of April 1, 2011.
She provided the members with meeting information for the afternoon and the bills that would
be covered in those meetings.

SB 1288/HB 799 Non-Judicial Foreclosure of Commercial Real Property - Kris Slayden stated that
the impact of the bill would take some foreclosures out of the judicial process, thus impacting
revenues. The projected reduction is 40% or $22 million. The bill is not moving forward.

Judicial Conference and TCBC Legislative Activities

Judge Ficarrotta, Conference of Circuit Court Judges Chair, provided a report on conference
activities. The conference has been working with the TCBC and DCABC and has met with over
100 legislators, covering a lot of issues in an average meeting time of fifteen minutes. Judge
Laurent added that the courts have a full plate of issues and this session is one of the most
difficult in his time.

Adjournment
With no other business before the Commission, the meeting adjourned at 11:50 a.m.
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