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EXECUTIVE APPROPRIATIONS COMMITTEE

MEETING DATE:

— N

Report: Federal Funds

Tenielle Young of the Gover-
nor’s Office presented the list of
federal fund grant applications
since the September meeting.
Three new grants and three re-
applications of existing grants
required legislative action. The
Governor’'s Office approved
three new and three reapplica-
tions of existing grants.

The new grants generate ap-
proximately $3.6 million for
three state agencies. All three
grants require a state match,
ranging from $10,000 to
$172,554.

Committee Action:

The committee approved the
three new grants and three re-
applications

Staff Contact: Patrick Lee

Report: Revenue Update

Economic growth in Utah con-
tinues to outpace February
2007 estimates. Based on eco-
nomic indicators, and one quar-
ter of tax collections, revenues
are expected to exceed targets
for FY 2008 by $246 to $406
million. Major growth areas in-
clude: population, income, and
employment. However, some
risk may creep into the econ-
omy through a weak housing
sector and the possibility of in-
flation.

FY 2007 ended with a surplus
of $242 million. Most of the
surplus came in the income tax,
sales tax and investment in-

SENATOR LYLE HILLYARD & REPRESENTATIVE RON BIGELOW
OCTOBER 16,

2007
come areas.

Wages and employment will
continue to contribute to eco-
nomic growth. Also, non-
residential construction is pick-
ing up some of the slack from
the weakening residential sec-
tor. Consumer sentiment is ex-
pected to remain flat through
2008 and retail sales should
moderate. Overall Utah remains
one of the fastest growing
states in the nation.

Staff Contacts: Andrea Wilko &
Thomas Young

Report: Accountability for Previ-
ous Session Fiscal Note Bills

In response to a recent review
of the fiscal note process, the
Fiscal Analyst’'s Office pre-
sented a report designed to in-
form the Legislature on the im-
plementation of fiscal note bills.

The report follows-up on se-
lected fiscal notes to determine
if implementation is proceeding
as the bill requires. Analysts
reviewed the information sub-
mitted by state agencies and
the cost estimates produced by
the Fiscal Analyst’'s Office dur-
ing the General Session for ac-
curacy. When there are prob-
lems, the Analyst may present a
complete report to the appropri-
ate budget subcommittee.

This report will be produced
annually with selected bills
from the General Session and a
follow-up on previous bills.

Staff Contact: Stan Eckersley
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EXECUTIVE APPROPRIATIONS

. ~ CONTINUED FROM FRONT

Report: Local & Private Provider Contract Rates

During the 2007 General Session, the Health
and Human Services Appropriations Subcom-
mittee heard testimony from the Youth Provid-
ers Association and the Utah Association of
Community Services in which the contract pro-
viders made the following assertions regarding
their reimbursement rates:

1. reimbursement rates are inadequate to cover
operating expenditures;

2. providers are experiencing high employee
turnovers because of low wages;

3. providers have vacant positions because of
low wages;

4. providers that contract with Juvenile Justice
Services and Child and Family Services are
turning away state contract clients and tak-
ing on more out-of-state clients to offset
shortfalls in operating costs; and

5. the methodology used to calculate cost of
living increases does not reflect actual costs.

This past General Session, the Legislature
provided contractors with a 6 percent cost of
living increase and adopted the following intent
language:

/t is the intent of the Legislature that the
Office of the Legislative Fiscal Analyst con-
duct a study of contract rates of local and
private providers for the Departments of
Health and Human Services and submit a
written report to be presented with recom-
mendations to the Health and Human Ser-
vices Appropriations Subcommittee by the
2008 General Session.

This report addressed the requirements of
the above intent language. Of the 566 con-
tracts analyzed (DCFS, DJJS and DSPD con-
tracts) only 22 responses (3 percent) were use-
able. Contractors indicated concern with confi-
dentiality of their data. As a result of the study,
the Analyst recommends that the methodology
for calculating cost of living adjustments for lo-
cal and private contract providers remain the
same. In addition, the analyst recommends that
the provider associations collect data annually
on salary and contract costs and submit the in-
formation as part of any requests for increased
funding.

Staff Contacts: Debbie Headden & Gary Syphus

Report: USTAR Annual Report

In the past year USTAR has established its
technology outreach program. The program in-
cludes five outreach centers located on higher
education campuses throughout the state. Suc-
cess for the outreach program will be deter-
mined by the businesses assisted and the re-
search connections made. The program wvill
also track the companies evolving out of these
programs. The USTAR program has also estab-
lished a performance measure matrix which will
be used to demonstrate the success of the re-
search program. Hires have been made in 8 of
the 11 identified innovation areas. USTAR also
reported that the buildings authorized by the
Legislature on the Campuses of the University
of Utah and Utah State University are in the
planning stages with completion planned in
2011.

Staff Contact: Andrea Wilko

HIGHER EDUCATION

University of Utah Professor Wins Nobel Prize

Mario Capecchi, distinguished professor of
human genetics and biology at the University of
Utah's Eccles Institute of Human Genetics, was
awarded the 2007 Nobel Prize in Medicine for
his pioneering work in gene targeting. Dr.
Capecchi came to the University from Harvard
University in 1973. In 1980, he applied to the
National Institutes of Health for a grant for his
research on gene targeting. The NIH denied the
request, stating that the research was "not wor-
thy of pursuit". Despite the NIH denial, Dr. Cap-
pechi used other funding to continue his re-
search. A couple of years later, the NIH re-
versed its earlier decision and a grant was
awarded, including praise for his persistence.
Dr. Capecchi praised the University for its wvill-
ingness to allow him to pursue his research
projects. The Nobel prize is the first awarded to
a University of Utah professor for work pro-
duced at the University.

Gene targeting involves altering genes in
mouse embryonic stem cells, which are then
injected into mouse embryos. The resulting
mouse offspring is born with the genetic altera-
tion. Scientists then can study the mice and
further research how genes cause or contribute
to diseases. Gene targeting is becoming a part
of all fields of biomedicine.

Staff Contact: Spencer Pratt
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CAPITAL FACILITIES &
GOVERNMENT OPERATIONS

COMMERCE &
WORKFORCE SERVICES

Building Board'’s Prioritization for the 2008 Gen-
eral Session

On Thursday, October 18, 2007 the State
Building Board met to fulfill its statutory respon-
sibility to determine its capital development pri-
orities and recommendations for submission to
the Legislature. The board makes recommenda-
tions on behalf of all state agencies, commis-
sions, departments and institutions.

The Building Board’s prioritized list is pro-
vided in the table below. For comparative pur-
poses, the rankings that the Board of Regents
(BOR) and the Utah College of Applied Technol-
ogy (UCAT) trustees gave their projects are also
shown.

Projects on the Building Board’s priority list
total $997,874,000, with $758,936,000 of the
total in requested state funds. A total of 8 pro-
jects include using projected “other” non-state
funds, primarily raised by higher education in-
stitutions. The projected total of these non-
state funds supporting new facilities on the
Building Board'’s priority list is $238,938,000.
The first 5 projects on the priority list total
$216,724,000 in requested state funding.

Staff Contact: Steven Allred

Consolidation of Benefits Eligibility Workers
from the Department of Health to the Depart-
ment of Workforce Services

During the 2007 General Session the Legis-
lature voted to consolidate benefits eligibility
workers from the Department of Health within
the Department of Workforce Services. This was
an attempt to streamline the application process
for individuals applying for supportive services
in the State of Utah.

On July 1, 2007 the Department of Work-
force Services assumed all medical eligibility de-
terminations from the Department of Health.
This transfer from the Health Department to
Workforces Services involved 60,060 new cases
to DWS consisting of 182,393 individuals. The
Department of Health also transferred more
than 250 employees.

The Department of Workforce Services and
the Department of Health have reported to both
the Commerce and Workforces Services and
Health and Human Services Appropriations
Subcommittees. The Departments have both
reported the transfer has gone smoothly and no
problems have arisen from the transfer of cases
and employees from medical eligibility services.

Staff Contact: Danny Schoenfeld

Requested Projected
BB BOR UCAT Agency/Inst Description State Funds Other Funds Total Cost
1 Multi-Agency Salt Lake Government Office Bldg #1 (DHS) $51,500,000 $51,500,000
2 Corrections Gunnison Prison Expansion 77,340,000 77,340,000
3 Veterans Affairs Ogden Nursing Home 19,568,000 19,568,000
4 DHS State Hsptl: Demolish MS Bldg/Const New Bldg 51,510,000 51,510,000
5 1 UCAT MATC: North Utah County Campus Building 16,806,000 16,806,000
6 UT Museum New Museum Building 30,000,000 67,873,000 97,873,000
7 T1 usu Agricultural Science/Agricultural Research Bldg 43,111,000 60,000,000 103,111,000
8 2 UCAT OWATC: Health Technology Building 23,864,000 300,000 24,164,000
9 DFCM/Regents 150 - 200 Acres (Draper Prison) for Future Campus [0} [0}
10 T1 U of U School of Business Replacement/Expansion 28,500,000 79,065,000 107,565,000
11 3 SLCC Digital Design/Communication Technology Ctr 40,509,000 12,200,000 52,709,000
12 T4 uvsc Science/Health Building Addition 52,486,000 52,486,000
13 Courts Ogden Juvenile Court 29,071,000 29,071,000
14 Ntl Guard Upgrades to Seven Armories 12,000,000 12,000,000
15 DNR Southern Regional Office Expansion 4,558,000 4,558,000
16 DTS Richfield Alternate Data Center Expansion 6,783,000 6,783,000
17 T6 CEU Fine and Performing Arts Center Replacement 20,129,000 20,129,000
18 Multi-Agency Richfield Regional Center 18,264,000 18,264,000
19 T4 SUU Science Center Addition 17,000,000 3,000,000 20,000,000
20 T6 WSU Davis Professional Programs Bldg/Central Plant 34,191,000 9,500,000 43,691,000
21 3 UCAT SWATC: Health Science/Information Tech Bldg 11,936,000 11,936,000
22 DNR Parks & Rec. Bear Lake Marina Expansion 12,000,000 12,000,000
23 DHS Juvenile Justice: Weber County Detention Ctr 13,692,000 13,692,000
24 Agriculture Unified Lab (Module #2) 23,225,000 23,225,000
25 1L UCAT DXATC: Land Purchase 1,825,000 1,825,000
26 9 Dixie Centennial Commons Building 68,215,000 7,000,000 75,215,000
27 Board of Ed Deaf/Blind Utah County School 10,245,000 10,245,000
28 Public Safety Unified Lab (Module #3) 26,156,000 26,156,000
29 FairPark Covered Arena and Seating 9,206,000 9,206,000
Not Ranked Snow College Richfield Bond Payoff 1,746,000 1,746,000
Not Ranked CPB Supplemental Funding to Remodel E/W Bldgs 3,500,000 3,500,000
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PuBLIC EDUCATION

The Public Education Job Enhancement Pro-
gram - FY 2007 Update

The Public Education Job Enhancement Pro-
gram (PEJEP) was established by the Legisla-
ture during the 2001 General Session. Senate
Bill 61 (2001 General Session) created the pro-
gram to "attract, train, and retain highly quali-
fied secondary teachers in mathematics, phys-
ics, chemistry, physical science, learning tech-
nology, and information technology.” Special
Education teachers were included in the list of
qualifying educators in House Bill 188 passed
during the 2005 General Session.

The PEJEP program is overseen by a Job En-
hancement Committee. This committee con-
sists of two representatives from the State
Board of Education, two representatives from
the State Board of Regents, six representatives
for the general public selected by the Governor
(with business experience in mathematics,
physics, chemistry, physical science, learning
technology, or information technology), a mas-
ter high school teacher with experience in the
above mentioned categories, and a master spe-
cial education teacher. Both master teachers
are selected by the State Superintendent. The
committee receives and reviews all applications
submitted to the program.

Educators may receive incentives from one
of three programs.

¢ Advancement Awards - provide scholarships
to secondary educators to pursue education
leading to an endorsement, degree, or ad-
vanced degree in the program categories.

e Opportunity Awards - provide signing bo-
nuses, given by districts or charter schools,
to newly hired teachers in the program cate-
gories. New teachers that have taught for
one year through the Alternative Route to
Licensure program are also eligible for op-
portunity awards. Special education teach-
ers are eligible across the preK-12 system.

¢ Advancement Award Scholarships (4th, 5th,
& 6th Grade Educators) - a new program
that provides a scholarship award to educa-
tors to earn math endorsements.

During FY 2007, a total of $3.8 million was
distributed to educators through the Advance-
ment Award program. A total of 245 Advance-
ment Awards were granted to educators across
the state, with 39 awards in math, 25 awards
in science, 21 awards in information technol-
ogy, and 160 awards in special education. Edu-

cators in 23 school districts received Advance-
ment Awards, as well as 6 teachers in charter
schools.

Reports also indicate that in FY 2007 a total
of $1.1 million was distributed to educators in
Opportunity Awards. A total of 218 Opportu-
nity Awards were granted to new educators in
Utah, with 61 awards in math, 36 awards in
science, and 121 awards in special education.
Similarly, educators in 26 school districts re-
ceived Opportunity Awards, as well as 5 teach-
ers employed by charter schools.

Staff Contacts: Ben Leishman & Patrick Lee

Economic Development & Revenue
Appropriations Subcommittee

The Economic Development and Revenue
Appropriations Subcommittee met in Sep-
tember and October. They discussed the
possibility of changing the grant process
enacted in the various divisions. The
committee expressed a concern about the
proliferation of request for appropriations
outside the scope of the existing grants
program. They asked the divisions to pro-
vide potential solutions and issues which
they as a committee can act on.

The Subcommittee also discussed the
Tourism Marketing Performance Fund al-
locations and asked the Office of Tourism
to provide them with a copy of a new
methodology that weights various tourism
categories based on out of state tourist
expenditures. The Subcommittee spent
some time reviewing concerns related to
the Economic Development Tax Increment
Financing program. The Division agreed
to come back to the committee with a so-
lution to the structural imbalance created
in the General Fund. More than likely the
solution will be in the form of a change to
a tax credit system.

Staff Contacts: Andrea Wilko & Thomas Young
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EXECUTIVE OFFICES &
CRIMINAL JUSTICE

Jake C. Pelt, et al. v. State of Utah

Jake C. Pelt, et al. v. State of Utah is a class
action that has been litigated in the U.S. District
Court for Utah since 1992. It includes claims by
members of the Navajo Nation living in Utah
against the state for breach of the State of
Utah’s duties as trustee in managing approxi-
mately $61 million in oil and gas royalty trust
funds and in distributing about $41 million of
those to the Utah Navajo Development Council.
The plaintiffs claim interest on any eventual
award, and attorney fees for a total of about
$150 million. Until August 18, 2006, the cost
of defending the lawsuit (for some 14 years)
has been paid by the Utah Risk Management
Fund.

During the 2007 General Session, the Legis-
lature appropriated FY 2007 Supplemental Gen-
eral Funds of $610,400 and FY 2008 Ongoing
General Funds of $322,600 to the Office of the
Attorney General to pay for the ongoing legal
costs to the state. It is not known when this
case may be finally resolved. The Attorney Gen-
eral has furnished and continues to provide the
Fiscal Analyst with information concerning im-
portant developments and progress with the
case.

Staff Contact: Gary Ricks

Commerce & Workforce Services
Appropriations Subcommittee

During the 2008 General Session the
Commerce and Workforce Services Appropria-
tions Subcommittee will be hearing another
budget in addition to the budgets traditionally
heard by the subcommittee. The Utah State
Office of Rehabilitation’s (USOR) base budget
and building blocks will be heard by the sub-
committee.

This change in venue will give the Public
Education Appropriations Subcommittee more
time to hear an increasing number of budget
related matters during the general session.
The Utah State Office of Rehabilitation will still
report to the Utah Board of Education and the
rehabilitation budget will still be totaled with
the education budget in the appropriations act,
this move means that only the Legislative over-
sight for the USOR budget will change to the
Commerce and Workforce Service Appropria-
tions Subcommittee.

Staff Contact: Danny Schoenfeld

Upcoming Meetings

Medicaid Interim Committee
Date: Friday, November 2, 2007
Time: 9:00 to 12:00
Place: W135

Staff Contacts: Debbie Headden &
Russell Frandsen

Public Education Appropriations
Date: November/Early December (TBA)
Place: W135

Staff Contacts: Ben Leishman &
Patrick Lee

HEALTH & HUMAN SERVICES:
DEPARTMENT OF HEALTH

Provider Rate Increases and Savings from the
"Preferred Prescription Drug List"

During the 2007 General Session, the Legis-
lature passed the following intent language:

It is the intent of the Legislature that
$5,267,900 of the General Fund appropri-
ated to the Medicaid Base Program be
used to increase Medicaid provider reim-
bursement rates. The General Fund allo-
cation is to be distributed as follows:
$17,500,000 for Hospitals; $1,7917,000 for
Physicians; $1,830,500 for mandatory
dental populations; and $746,400 for
"Other Providers" as listed by the Appro-
priations Subcommittee. These funds in-
clude the savings estimated from
"Preferred Prescription Drug List" (Senate
Bill 42, 2007 General Session) and will be
matched with federal funds.

This intent language from Senate Bill 3
passed during the 2007 General Session gener-
ated an interpretation by the Department of
Health different than that of the Legislature re-
garding the timing of provider increases tied to
preferred drug list savings.

Originally, the Department of Health inter-
preted the intent language to allow for a delay
in the implementation of the $2.7 million Gen-
eral Fund provider rate increases connected to
preferred drug list savings. Conversation ex-
changes in late September between the depart-
ment and the Legislature resulted in Legislative
direction to implement the increases effective
October 1st 2007. For the future, the depart-
ment will be providing monthly updates on ac-
tual savings realized form the preferred drug
list.

Staff Contact: Russell Frandsen
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RETURN SERVICE REQUESTED

It's Money in the Bank...Or Is It?

The Division of Finance recently announced
that Utah had a $240 million surplus at the end
of fiscal year 2007. Newspapers have reported
another $400 million in surplus for fiscal year
2008. If you believe everything you read, that's
$640 million in surplus! Don't believe every-
thing you read.

It is true that the state surplus for FY 2007 is
$240 million. That money has been collected
by the Tax Commission and is sitting in state
coffers. It is a one-time revenue source that you
may decide to spend, rebate to taxpayers, de-
posit to reserve accounts, or leave unspent.

The $400 million is a different story. In the
October Executive Appropriations Committee
meeting, your Chief Economist, Andrea Wilko,
reported that future revenue for the current fis-
cal year could grow by $250 to $400 million
more than we projected it would grow last Feb-
ruary. This is by no means guaranteed. It is
certainly not a surplus. It is our best guess as
to a range in which future revenue will fall. It is
based upon only one quarter of economic data,

m
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and it can and will change before the end of our
next General Session.

In December, we will present consensus
revenue estimates that might fall within the
$250 million to $400 million range for FY 2008.
However, the estimate will be informed by more
recent economic indicators and revenue collec-
tions. Given recent employment and housing
market data, it could decrease just as easily as it
might increase. And the trend is slowing.

As noted above, the FY 2007 surplus was
$240 million. An equivalent number in FY 2006
was $380 million. Our current estimates sug-
gest that the most additional revenue growth
we will see for FY 2008 is $400 million. Last
December, our moderate scenario estimate for
FY 2007 growth was $500 million.

| think it is safe to say that Utah will have
additional revenue available for the next General
Session. But it likely will not be as much as last
year. And it is not all money in the bank - or
credit union.

Staff Contact: Jonathan Ball
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