MINUTES OF THE

JOINT PUBLIC EDUCATION APPROPRIATIONS SUBCOMMITTEE MEETING
WEDNESDAY, JANUARY 20, 2010, 1:00 P.M.

Members Present: Sen.
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Members Absent: Rep.
Rep.

Staff Present: Ben

Room 445, State Capitol

Howard A. Stephenson, Co-Chair
. Merlynn T. Newbold, Co-Chair
Lyle W. Hillyard
D. Chris Buttars
Karen W. Morgan
Tim M. Cosgrove
Lorie D. Fowlke
Kevin S. Garn
Francis D. Gibson
Bradley G. Last
Marie H. Poulson
Phil Riesen

Gregory H. Hughes
Rebecca D. Lockhart

Leishman, Legislative Fiscal Analyst

Patrick Lee, Legislative Fiscal Analyst
Karen C. Allred, Secretary

Public Speakers Present: Dr. Larry Shumway, Superintendent, Utah State Office of Education
Kory Holdaway, Utah Education Association
Steve Peterson, Executive Director, Utah School Board Association
Utah Superintendents Association

A list of visitors and a copy of handouts are filed with the Subcommittee minutes.

Co-Chair Newbold called the meeting to order at 1:30 P.M.

1. Call to Order

Co-Chair Newbold explained to the subcommittee that the main discussion today would be

to approve a 4% reduction

2. Approval of Minutes

in the Public Education Budget.

The Minutes will be approved at the next meeting.

3. FY 2010 Budget Discussion and Subcommittee Prioritization
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Analyst Ben Leishman explained changes to the handout, which had previously been
emailed to the subcommittee. Educator Salary Adjustments had an impact of $2.1 million
one-time in the current fiscal year, and an ongoing adjustment needs to be made in FY2011.
The FY2010 Voted and Board Leeway Guarantee rate is less than the Legislature
anticipated, because FY2009 ended with a deficit, which was made up in FY2010. A decline
in property values also resulted in local property taxes not coming in as projected. These
issues caused an actual rate of approximately $23.40 per WPU in FY2010 versus $25.25 per
WPU. The total impact is $13.5 million.

The Co-Chairs requested that the School Building Program be moved to the general
reduction so that some school districts are not impacted more than others. There was a
balance of $42,100, as a result of cutting the Utah State Office of Education too much, so
that was added back into their budget so they wouldn't be cut more than the 4%.

Co-Chair Newbold explained that the handout of the potential one-time cuts for the Public
Education Agencies was presented at our prior meeting as suggestions of meeting the 4%
reductions.

Rep. Gibson mentioned that the Schools for the Deaf and the Blind (USDB) had quite a few
cuts listed, and asked if this agency is okay with these cuts. He also asked if the
subcommittee is going to rate the list in priority form. Mr. Leishman responded that the
USDB reductions were requested as the best options for them. Sen. Stephenson responded
that in education, programs are essential, and his preference is to submit these as they are,
then if the reductions are less than the 4% it should distributed proportionately across the

board.

Sen. Morgan asked for clarification of how the Executive Appropriation Committee (EAC)
has instructed us to look at the budget and come up with a 4% cut for FY2010. She also
asked if there was any discussion by the EAC to use rainy day funds. Co-Chair Newbold,
replied that the EAC would like it prioritized, but Co-Chair Stephenson came up with this as
an alternative. Mr. Leishman doesn't know if the use of rainy day funds was discussed, the
EAC wanted the subcommittees to show areas that can be cut, and possibly save the rainy
day funds for areas that can't be cut.

Rep. Fowlke asked if the $84 million is 4% and if the co-chairs created the list. She also
asked if each of the items are independent if the subcommittee chose to rank items by
priority. Co-Chair Newbold responded that the items are independent, and were created by
the co-chairs as a starting point.

Sen. Morgan asked if the USDB items add up to 4% of their total budget and would like to
give them flexibility in case a reduction change is needed. Mr. Leishman replied that the
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total is 4% of the USDB budget, and when the agencies were contacted and asked to identify
specific items to cut, this list was their response. Co-Chair Newbold responded that the co-
chairs would like to allow them flexibility, since it is mid year and individual schools may
want something different.

MOTION: Co-Chair Stephenson moved that the Public Education Appropriation
Subcommittee recommend to the Executive Appropriation Committee, the supplemental
budget for 2010, dated 1-20-2010 at 8:53, with further idea that if the 4% target reductions
are not to be implemented, but less than that, the amount be restored proportionately to each
of these items depending on the revenue available.

Co-Chair Newbold asked if Co-Chair Stephenson wanted to give the districts some
flexibility in moving money. Co-Chair Stephenson responded yes, he would like to include
a request that the districts and the USDB be given the flexibility to accommodate these
reductions in a way that best suits their needs. He would give that flexibility to the districts
and the School for the Deaf and the Blind.

Larry Shumway, State Superintendent, Utah State Office of Education, commented that all
of the input he is receiving is that flexibility would be important, especially since the
reductions will take place in the second half of the school year. If there has to be reduction in
the Minimum School Program, it needs to be fair and preserve as much flexibility to local
school boards and their administrators as possible.

SUBSTITUTE MOTION: Co-Chair Stephenson moved that the Public Education
Appropriations Subcommittee recommend to the Executive Appropriations Committee, the
supplemental budget for 2010, dated 1-20-2010 at 8:53, further with the idea that if the 4%
target reductions are not to be implemented, but less than that, the amount be restored
proportionately to each of these items depending on the revenue available. And to
recommend to the EAC that maximum flexibility be given to USDB, districts and charter
schools to accommodate reductions in a way that best suits their needs.

Superintendent Shumway commented that at the LEA levels, if legislative action is required,
a statutory change be implemented to give districts flexibility beyond the Minimum School
Program, for other funds that could be included in a one-time change for this year and the
potential for further legislation for inter-fund transfers.

Co-Chair Newbold asked if inter-fund transfers would be the ability to transfer between
Maintenance and Operation (M & O) and programs within the Minimum School Program.
He responded that it was correct, it did not include mixing M & O and Capital Funds.
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Co-Chair Newbold restated the motion and asked if Co-Chair Stephenson wanted to restrict
the motion for flexibility to just M & O funds, or Minimum School Program or extend it to

the Capital Funds as well. Co-Chair Stephenson said his motion would be just in the M&O

funds.

SUBSTITUTE MOTION: Sen. Stephenson moved that the Public Education
Appropriation Subcommittee recommend to the Executive Appropriations Committee, the
supplemental budget for 2010, dated 1-20-2010 at 8:53, further with the idea that if the 4%
target reductions are not to be implemented, but less than that, the amount be restored
proportionately to each of these items depending on the revenue available; and to
recommend to the Executive Appropriations Committee that maximum flexibility be given
to USDB, districts and charter schools to accommodate reductions in a way that best suits
their needs. That flexibility would be restricted to M & O funds.

Sen. Morgan asked if any of the line items not on the list, will be taking any cuts, and why is
the POPS and iSEE singled out on this list. Mr. Leishman replied that POPS and iSEE is
their own line item and will be impacted on those line items. The State Office of Education
or State Board doesn't have authority to transfer. "USOE -- Across-the-board 4% on
Initiative Program", on the list, includes those types of programs.

Rep. Cosgrove asked for clarification on the motion, if the flexibility is restricted just to the
line items on the list provided, or will it allow flexibility in other items not on the list. Co-
Chair Newbold responded that the motion gives flexibility to all the entities for any line
item.

Superintendent Shumway expressed appreciation to the subcommittee for their effort in
providing flexibility. He discussed an alternative approach would be to go to the bottom line
in the Minimum School Program and spread reductions out to all the line items, including
those below the line, which will maintain more funds in the most flexible part of the budget.
He asked what the below the line total is. Mr. Leishman responded that in the current
budget, $685.3 million total below line, and $381.8 million of that is ongoing. The majority
of the funding is in the SS and Retirement backfill. Superintendent Shumway replied that
reducing the $381.8 in ongoing funds would make a slightly lower cut in WPU distribution
which is the most flexible money.

Co-Chair Stephenson commented that if flexibility is given, it would all come out of the
general fund and wouldn't matter where the funds were reduced. Superintendent Shumway
responded that in some below the line distributions only a few people participate, but there
are pros and cons to either way.
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Kory Holdaway, Government Relations, Utah Education Association, commented that he
would caution the Legislators with regard to the current year, since the year is half over, the
4% reduction is actually an 8% reduction, and will affect the personnel in classrooms. He
suggests making a recommendation to use Rainy Day Funds.

Steve Peterson, Utah School Boards Association and Superintendents Association
commented that there should be maximum flexibility in Capital Outlay and M&O.

Co-Chair Newbold restated the substitute motion.

The motion passed with Sen. Stephenson and Reps. Newbold, Cosgrove, Fowlke, Garn,
Gibson, Last, and Riesen voting in favor; Sen. Morgan and Rep. Poulson voting against; and
Sens. Buttars and Hillyard absent for the vote.

MOTION: Rep. Cosgrove moved that the Public Education subcommittee submit to the
Executive Appropriations Committee that Public Education with all of its entities not take a
4% reduction.

Rep. Fowlke asked if the motion included across the board to all entities. Rep. Cosgrove
replied yes it does.

Rep. Poulson clarified that she supports maximum flexibility, but her no vote is to suggest
that Rainy Day Funds be used.

Rep. Cosgrove restated the motion.
The motion passed unanimously, with Sens. Buttars and Hillyard absent for the vote.

4. Begin FY2011 Budget Discussion
Co-Chair Newbold commented that the Executive Appropriations Committee has asked the
subcommittee to have an approved base budget to submit to them by our second meeting,
which is Thursday, January 28, 2010.
Mr. Leishman explained the handouts in the binder on the FY2010 general allocation and for
the targets for the 5% reductions for FY2011. There is a calendar in the handouts that
explains when items for consideration will be on the agendas for our next meetings. He

reviewed the agenda items for our next meeting, Wednesday, January 27, 2010.

5. Other Business
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Mr. Leishman announced that next week's session calendar is available in the Legislator's
boxes.

6. MOTION: Rep. Reisen moved to adjourn.

The motion passed unanimously with Sens. Buttars and Hillyard and Rep. Garn absent for
the vote.

Co-Chair Newbold adjourned the meeting at 2:25 P.M.

Minutes were reported by Karen C. Allred, Senate Secretary

Sen. Howard A.Stephenson, Co-Chair Rep. Merlynn T. Newbold, Co-Chair



