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Report: Revenue Update

Andrea Wilko and Thomas Young pro-
vided their Revenue and Economic Up-
date. They reported that wages and em-
ployment continue to show weakness
which may impact revenue collections to
the state. They also gave updates on sav-
ing rates and consumer spending trends.
The report also mentioned that Utah is
currently below average in several key
areas and may remain so for some time.
Copies are available at www.le.utah.gov

Contact: Andrea Wilko and Thomas
Young

Report: Federal Funds/ARRA/Non-
Federal Funds Grants Reports

Tenielle Young from the Governor’s Of-
fice of Planning and Budget and Danny
Schoenfeld from the Legislative Fiscal
Analyst’s Office presented the Federal
Funds report and ARRA grants. The
Committee approved the new applica-
tions.

Staff Contact: Danny Schoenfeld

Report: Fiscal Notes for Substitutes and
Amendments

The study examines Rule JR4-2-403:

“If an amendment or a substitute to legis-
lation appears to substantively change the
fiscal impact of the legislation, the Legisla-
tive Fiscal Analyst shall prepare an
amended fiscal note for the legislation.”

Current practice is:
«Bills go through the full 72 hour
process.
eSubstitutes are treated like bills and
given the full 72 hour process.
eAmendments are given the full
process at the Analyst’s discretion.
Amendments have different characteris-
tics than bills in that they are usually pre-
pared just before presentation, leaving

no time for a full 72 hour process. Once
presented, it would be awkward to wait
72 hours before proceeding. Last year,
there were only 4 out of 782 that were
given the full 72 hour process. There
were no complaints about amendments
last session. If the Analyst gave every
amendment the full 72 hour process, the
LFA’s session workload would increase
by 50%.

The report gave five options:
eNo Change
eMandatory Notes
*By Legislator Request
o Sifting
eAction Triggered Notes

No action was taken.

Staff Contact: Stan Eckersley

Report: Agency Plans for Implementing
FY 2011 Base Budget Allocations

Judiciary

Due to budget changes, the Utah State
Courts have changed business practices
aiming to at least maintain pre-budget
reduction service levels. Changes are sig-
nificant but necessary as FTEs will be
reduced by 66.5 by FY 2011. These
changes included eliminating the remain-
ing 18 court reporters at the end of FY
2009 and subsequently replacing all
court reporting with digital recording
(judges may opt for a court reporter to
provide court reporting services). The
Courts also placed a freeze on judicial
hiring in January of 2009 (approximately
8 out of 110 total judges) with a target of
filling 6 of 8 judgeships within a set time
frame.

Indirect ARRA funding through a com-

petitive grant helped fund one-time

clerk positions. With this change, the
(Continued on page 2)
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Courts accelerated the development and release of online
business such as e-filing, e-payment, and e-documents.
With this change, the Courts do not require as many
clerks processing paperwork and it also increases the
speed at which the Courts process transactions. Other
changes include reduction and reorganization of the Ad-
ministrative Office of the Courts (reduction of 11 FTEs),
expanded videoconferencing capabilities and usage, and
reduction of Juvenile Probation staff (11.5 FTEs).

Higher Education

Because 80% of Higher Education expenditures are per-
sonnel-related, budget cuts will necessarily affect em-
ployees of the institutions. To meet reduced budget lev-
els, Higher Education institutions have reduced over
1,000 positions. USHE institutions (excluding UCAT) re-
ported that 940 positions have been eliminated, while
UCAT reports 79 positions eliminated. An additional 600
-700 positions will be terminated by June 30, 2010.

President Bioteau of Salt Lake Community College, told
the Committee that there has been an increase in the
number adjunct faculty, to accommodate the budget cuts
and the increase in the number of students. However, for
FY 2011, when the full impact of the cuts will be imple-
mented, the number of sections will need to be re-
duced. With fewer sections, it will likely take students
longer to complete their degree. Pres. Young, University
of Utah stated that the University has been responsive in
implementing the reductions, but further reductions will
result in eliminating programs, which will impact the
state. He also stated that USTAR faculty and other re-
search faculty will bring in $300 million to the State this
year - money that comes from outside the state and
which is largely spent within the state.

Department of Human Services

The Department of Human Services (DHS) reported to
Executive Appropriations Committee (EAC) during its
September meeting on the department’s plans for imple-
menting FY 2011 base budget allocations. This presenta-
tion included a discussion of service impacts, employee
impacts, and department strategies to meet both the FY
2010 reductions as well as to plan for the FY 2011 base
budget. The reductions for FY 2010 have seen the elimi-
nation of 271 full-time equivalent (FTE) staff for the en-
tire department, including JJS.

Staff Contact: Gary Syphus (Courts), Spencer Pratt
(Higher Education), Stephen Jardine (Human Services)

Staff Contact: Steve Allred

Public Treasurers’ Investment Fund Earns Histori-
cally Low Interest

As anybody with a savings account knows, today’s invest-
ment market is returning very low interest rates, particu-
larly investments in low-risk securities. While this cli-
mate can be beneficial for the state (our latest general
obligation bonds sole for a “true interest” rate of 1.70%
and we are about to bond for a billion dollars more), it is
detrimental to state and local governments’ ability to
earn interest.

The State Treasurer administers the Public Treasurers’
Investment Fund (PTIF) on behalf of any State of Utah
public treasurer. This includes local governments,
boards, commissions, institutions, school districts, and
other public entities. The PTIF is a simple way to tempo-
rarily invest money until it is needed to cover obligations.
The State Treasurer pools the money and invests it in low
risk securities as required by the State Money Manage-
ment Act. Such securities include short-term money mar-
ket securities, certificates of deposit, “first tier” commer-
cial paper, U.S. Treasury obligations, local government
obligations, and other instruments.

In June of this year, average annualized PTIF interest
rates declined to less than 1% and continued to fall in
July and August, to 0.84%. A review of records back to
1981 shows this is the first time interest rates have fallen
below 1% in the review period. The high during the
same time period was over 17.7% in August of 1981—a
time of high inflation.

The following chart shows PTIF interest rates earned
during the past ten years.

Public Treasurer's Investment Fund
Historical Interest Rates
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ECONOMIC DEVELOPMENT & REVENUE

Staff Contacts: Thomas Young & Andrea Wilko

Utah Fund of Funds Update

The Utah Fund of Funds was created to incent venture
capital in the state. Financing is provided by a third party
and backed by contingent tax credits. The fund is in-
tended to be self sustaining from the profits made off in-
vestments. The Fund of Funds is required to report an-
nually to the Legislature. In response to the mandate the
Utah Fund of Funds presented an annual report to the
Executive Appropriations Committee on the September
15t Meeting. Highlights from the report include the fol-
lowing:

¢ 31 firms have received investment capital since the
inception of the fund
e $179 million has been invested in the 31 companies
e The 31 firms have created 2,000 new jobs.
In spite of the current economic climate the Fund of
Funds remains self sustaining as intended. To date no tax
credits have been claimed.

USTAR Funding Update

During the 2009 General Session, the Legislature appro-
priated an additional $24,433,500 in total funding to the
Utah Science Technology and Research Initiative
(USTAR) in an effort to spur long-term economic growth.
Recently, USTAR committed $14,400,000 of General Fund
and ARRA funding to three new initiatives at Utah State
University. The first group, receiving $2,350,000 in fund-
ing, is the Interactive Design for Instructional Applica-
tions and Simulations. The top goal of this team is to ex-
pand upon recent advances in consumer game technol-
ogy to develop serious game environments for security,
firefighting, medical, and other emergency responders in
their real-life emergencies; other goals include simulation
to measure and evaluate environmental changes, im-
provements to education, and development of instruc-
tional materials for certification programs. The second
group, receiving $7,050,000 in funding, is the Veterinary
Diagnostics and Infectious Disease team. The goal of the
team is to address animal disease screening and diagnos-
tics. The third group, receiving $5,000,000 in funding, is
the Institute for Intuitive Buildings team. The goal of the
team is to decrease energy consumption used for lighting,
cooling, and ventilation in commercial buildings by creat-
ing a system of self-adapting lights and cooling systems
based on such things as room occupancy and occupant
activities. One concern from a budget perspective is that
one-time funds are being spent on ongoing research pro-
grams.

TRANSPORTATION

Staff Contact: Mark Bleazard

UDOT Contractor/Consultant Qualified Health Care

In the last legislative general session House Bill 331
“Health Insurance Coverage in State Contracts” was en-
acted that requires all contractors/consultants who enter
into a contract with UDOT after July 1, 2009 where the
prime contract value is $1,500,000 or greater, or where a
subcontract value is $750,000 or greater, meet the quali-
fied health requirements outlined in the bill. A qualified
health plan as defined in the statute must proved the ac-
tuarially equivalent benefit plan defined in the Children’s
Health Insurance Program under Section 26-40-106 UCA.

The Department of Transportation has established Ad-
ministrative Rule R-916-5 that states prior to issuing a
Notice to Proceed or approval to sublet work the contrac-
tor/consultant must demonstrate compliance with provi-
sions of the bill. To demonstrate compliance two state-
ments are needed. An original signed statement and
completed by an accredited Actuary and an original
signed statement from the contractor/consultant stating
that they will maintain an offer of qualified health Insur-
ance coverage as required by Utah Code 72-6-107.5 for
the duration of any contract between the contractor/
consultant) and UDOT.

UDOT is developing a database listing of all contractors,
prime and sub, that have adequately demonstrated com-
pliance which will include an expiration date. Additional
information from UDOT’s Civil Rights Division concerning
how this will affect federally funded projects and wage
rates will be forth coming.

UDOT Consultant Services will develop a listing of all con-
sultants that have adequately demonstrated compliance
in the Contract Management System (CMS) which will
include an expiration date. During negotiation of con-
tracts, the Consultant Services Contract Administrator
will notify the prime consultant of the compliance status
of the sub-consultants where applicable.
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BEHIND THE SCENES

Staff Contact: Stan Eckersley

The Fiscal Note Team has been running hard for most of
the interim to get as much of the new fiscal note program
completed and tested as we could before session. We
knew at the outset that it was a multi-year project.

At our midway assessment we set goals to do the follow-
ing before the session:

1. The software will assign the bill to the analysts, select
a lead analyst, email the affected agencies and request
their response at the same instant that the bill is as-
signed to the Fiscal Analyst.

2.Legislative Research and General Counsel agreed to
prepare a Comparison document that will help us
quickly find bill changes.

3.The Program will be able to assign the bill to as many
analysts as necessary. (We used to be limited to 3 ana-
lysts.)

4.We will finish the screens for the Analyst, Coordinator,
Director, and one for Legislators.

5.We will finish the May Pass - Must Pass function. This
will smooth out preparation of the “Bill of Bills”.

6.We have a “work around” that will give us real-time
legislative bill status. This will help free up LFA &
LRGC personnel on the session’s last night.

7.The software will have a new fiscal note status display.

HEALTH AND HUMAN SERVICES

Staff Contact: Russell Frandsen

Required Report - Medicaid 340B Drug Pricing Pro-
grams
As required in HB 74 “Medicaid 340B Drug Pricing Pro-

grams” from the 2008 General Session, the Department of

Health submitted their quarterly report on August 21,
2009. In the May 21, 2008 report, the Department of
Health estimated potential savings (i.e. - $400,000 Total
Funds ($115,000 General Fund)) for multiple sclerosis
drugs. Primarily, savings come via lower prescription
drug reimbursements to the contracted providers. Other
savings may be available by changing reimbursements to
340B pharmacies by approximating reimbursement lev-
els closer to actual drug costs. The current 340B pro-
gram provider for hemophilia drugs and a major phar-
macy contractor for the community health clinics have
indicated they may discontinue participation in Medicaid
if prescription drug reimbursements are set too low. If
there are no willing providers, there is no 340B program.

August 2009
198,200 August 2009 Medicaid caseloads

900 member increase over July 2009

18.5% increase over August 2008

EXECUTIVE OFFICES & CRIMINAL JUSTICE
Staff Contact: Gary Syphus

Current Prison Population vs. Capacity

Prison systems are like freeways - they do not decide
who enters and exits, they only operate with what they
are dealt. Not unlike other state agencies, the Utah De-
partment of Corrections budget decreased 12.5 % from
the beginning of Fiscal Year 2009 to the end of the fiscal
year ($294 million to $261 million). The Legislature man-
aged to make such reductions without requiring releasing
inmates early. While the budget has decreased, the prison
population has increased - tracking historical trends. Bal-
ancing increasing prison populations with decreased
funds is a challenge for the Department of Corrections.

The Department of Corrections has two main metrics to
assess prison capacity and plan for housing - maximum
capacity and operational capacity. Maximum capacity is
the total number of prison beds available at the prison
which is about 6,900. Operational capacity is approxi-
mately 95% of maximum capacity, or about 6550. Opera-
tional capacity is the maximum point at which the De-
partment estimates that they can safely manage inmates
and ensure a reasonably safe environment for staff.

Beyond this amount, the safety risk increases for staff and
inmates. This increased safety risk includes the lack of
flexibility in shuffling inmates within the system includ-
ing pairing two inmates together in the same room that
poses the minimal safety risk. For example, having avail-
able open beds gives the Department options when they
have two violent high-risk offenders that may clash if
they were to be housed together.

Currently, the Department is approaching this opera-
tional capacity (as of August 11, prison population was
6,539) threshold. While prison population does fluctuate,
historically it increase at about 18-20 inmates per month.
As of late, the population has somewhat leveled off and is
constantly being monitored and is continuously a con-
cern so as to anticipate and notify of possible prison
“pileups”.

FiscAalrL HIGHLIGHTS - SEPTEMBER 2009



HIGHER EDUCATION

Staff Contacts: Spencer Pratt

Higher Education Energy Improvements Update

In conjunction with DFCM, Higher Education institutions
are moving forward with several large-scale energy effi-
ciency and renewable energy projects. Using a public/
private partnership, tax-exempt municipal lease funds,
and $8.5 million in American Recovery and Reinvestment
Act (ARRA) funds, these projects will result in energy sav-
ings, something that is of significant concern as costs in-
crease and appropriations are reduced.

Energy Services Companies (ESCOs) provide some of the
financing with the expectation of energy and operational
savings by designing and building high-efficiency infra-
structure projects that provide energy savings, opera-
tional savings and more predictability in costs of en-
ergy. The benefits of using these services include

Better use of tax funds

Immediate solutions for energy issues
Private sector expertise

Access to best technologies

Larger USHE institutions have gone through the RFP
process for these projects. Smaller USHE institutions and
various UCAT campuses are focusing on smaller-scale
energy projects. The smaller projects will be funded with
ARRA stimulus funds as a matching grant to the existing
state revolving loan funds for energy efficiency projects.

NATURAL RESOURCES

Staff Contact: Ivan Djambov

This Is The Place Park

This Is The Place Park (the Park) was established in 1957
and was managed by the Division of Parks and Recreation
until 1998, when the operation of the Park was trans-
ferred to a non-profit corporation, This Is The Place
Foundation. After serious financial problems, the Foun-
dation changed its leadership in 2006.

One of the first steps of the new leadership was to reduce
the Park’s personnel expenses and increase the number
of volunteer hours. The volunteer hours in 2008 were
21,071, which is more than twice the amount of hours
they had during the last year under the old leadership
(10,185 volunteer hours in 2005). This increase is
equivalent to more than $180,000 in donated labor.

In the last four years the Park has increased the revenues

earned from admission, events and entertainment fees
more than two times, from $614,800 in FY 2005 to
$1,353,600 in FY 2009. Also, the amount of private dona-
tions has grown by 26% since 2005.

The Park used to be open April through October but the
new management made provisions for the Park to be
open year round. The visitation since 2005 has increased
three-and-a-half times, from 58,711 in 2005 to 197,233
in 2008. The projections for calendar year 2009 are to
reach 227,000 visitors.

CAPITAL FACILITIES

Staff Contact: Rich Amon

Building Board Tour

On September 9 and 10 the Capital Facilities and Govern-
ment Operations Appropriations Subcommittee joined
the State Building Board for a tour of agency and higher
education capital facilities requests. The tour included
stops at:

e Utah Valley University for a science and health build-
ing addition request

e State Hospital for a request to consolidate three build-
ings into two

¢ College of Eastern Utah for a performing arts center
request

e Department of Environmental Quality for an air moni-
toring center and warehouse request

e Department of Agriculture for a request to add agricul-
tural laboratories to the new State Lab and for a re-
quest to replace the current Department of Agriculture
building

e Weber State University for a request for a Davis Cam-
pus professional programs classroom building and
central plant

e Ogden Juvenile Courts for a request for a Juvenile
Courthouse building

¢ Bridgerland Applied Technology Center to hear a re-
quest for the Southwest ATC (in Cedar City) for a new
building

o Utah State University for requests to remodel the busi-
ness building and the fine arts building

e University of Utah for a pharmacy building request
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How CouLD THE NEWSPAPER BE SO WRONG?
Staff Contact: Jonathan Ball

You may have been surprised this week when you
learned that state revenue was $23 million short for the
fiscal year ending June 30, 2009. You may have been sur-
prised because you read somewhere, back in July, that
the state had a $30 million surplus. I bet you're not sur-
prised that you can't always believe what you read in the

paper!

How did the newspaper reporter in question get it that
wrong?

In July the Utah State Tax Commission released it's TC-23
for twelve months of fiscal year 2009. Collections re-
ported on that TC-23 were indeed ahead of projections
reported on the TC-23. And it was July, after the end of
the fiscal year, for the full twelve months, right?

Yes. But...

1. There are thirteen "months" in a fiscal year. Really, it's
twelve months and one forty-five day closing period. But
a number of big transactions occur in the thirteenth pe-
riod, including revenue transfers and refunds.

2. The projections on the TC-23 do not include all budg-
eted revenue. It reflects "status-quo" consensus revenue
estimates prior to the end of the last General Session

OFFICE OF THE LEGISLATIVE FISCAL ANALYST

without having been adjusted for one-time revenue, stat-
ute changes passed by the Legislature, or appropriated
transfers.

3. The TC-23 reports on 95% of General and Education
fund revenue. But the other 5% is equivalent to $250
million. That's not insignificant and it can cause swings
in the total.

So, was the newspaper wrong? Yes and no. It was not
wrong in stating that the TC-23 reported revenue collec-
tions in excess of estimates by $30 million in July. It was
wrong in characterizing that as a year-end "surplus"”.

[ want to be clear that the $23 million we reported to the
Executive Appropriations Committee this month is not a
final year-end budget shortfall either. We still have to
calculate expenditures and compare them to the revenue
in order to tell you where the fiscal year finally ended.

For now, the General and Education Funds collected $23
million less than we anticipated. But, other accounts col-
lected more than $23 million in excess of what we esti-
mated. And we carried $150 million in revenue from FY
2009 into FY 2010 for expenditure this year.

We'll give you final surplus/(shortfall) numbers next
month, and new revenue estimates for FY 2010 in De-
cember. Until then, don't believe everything you read!
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BEN LEISHMAN & DANNY SCHOENFELD, EDITORS
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