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MEMORANDUM FOR EXECUTIVE APPROPRIATIONS COMMITTEE

FROM: Steven Allred, Deputy Director
DATE: May 10, 2011
SUBJECT: Review of Federal Funds Approval Process

During the 2011 General Session the Legislature passed Senate Bill 160,
“Federal Funds Procedures Act Amendments,” to clarify federal funds approval
requirements and answer questions raised by LFA a year ago in a briefing paper
entitled, “Federal Grants Review Process.”

We have prepared a one-page (double-sided) overview of the federal funds
approval process updated with changes made in S.B. 160. The overview
follows this memo, along with a copy of last year’s briefing paper. We will
present the overview during the May 17, 2011 meeting.



Overview of Federal Funds Approval Process (Updated for S.B. 160, 2011 G.S.)

All federal funds, except those exempted by statute, must go through the approval process,
regardless of whether they are new federal grants, reauthorizations of existing grants, or
continuations of multi-year grants.

Primary Approval Process (63]-5-201)

The primary approval process is for all grants (except those exempted by statute), regardless
of amount or terms, to be reviewed and accepted/rejected during a legislative session. The
process goes as follows:

N

The requesting state agency submits a request to the Governor’s Office.

The Governor’s Office submits a “Federal Fund Request Summary” to LFA.

LFA may include the federal funds in the base budget bill as directed by EAC.

LFA submits the summary to the appropriations subcommittees.

Subcommittees recommend acceptance or non-acceptance of each grant.

EAC reviews subcommittee recommendations and directs LFA to include/exclude the
funds in an appropriations act.

Legislature passes an appropriations act with federal funds, which constitutes
legislative approval of the associated grants.

Secondary Approval Process (63]-5-202 through 205

For grants that become available outside of the timeframe of the annual general session,
statute provides a secondary approval process. The required review and approval process
depends on the grant level:

1.

2.

Low-Impact Federal Grants. These grants can be approved by the Governor or Judicial
Council. To qualify as a low-impact federal grant, the grant must meet all of the
following requirements:

e Resultin the state receiving $1 million or less in federal funding per year;

e Require no additional permanent full/part-time employees; and

e Require no new state money to match or participate.

Medium-Impact Federal Grants. These grants must be submitted to the Executive
Appropriations Committee for its review and recommendations. Medium-impact
grants meet any one of the following conditions:
e Resultin the state receiving more than $1 million but less than $10 million per
year;
e Require one but less than 11 new permanent full/part-time employees; or
e Require the state to expend $1 to $1 million in new state money in a fiscal year
to match or participate.

The Executive Appropriations Committee may:
¢ Recommend the agency accept the new federal funds;
¢ Recommend the agency not accept the new federal funds; or
 Recommend to the Governor that the Governor call a special session to review
and approve or reject the acceptance of the new federal funds



3. High-Impact Federal Grants. These grants must be approved by the full Legislature in a
legislative session. High impact grants have any one of the following characteristics:
e Resultin the state receiving more than $10 million in federal funding per year;
e Require 11 or more new permanent full/part-time employees; or
e Require the state to expend more than $1 million in new state money to match
or participate.

Medium and high impact federal grants must also be approved by the Governor or Judicial
Council before going to the appropriate legislative body.

If federal funds awards exceed approved amounts
If an agency receives federal funds that exceed the amount approved through this process, it
may expend up to 25% in excess of the amount approved if all of these conditions are met:
e The excess funds will not require the addition of one or more permanent full-time or
part-time employees;
¢ No new state money will be required to match the excess federal funds; and

e Receipt of the excess money will not require the state to comply with new
requirements.
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Introduction

This briefing paper summarizes provisions of law and current practice regarding legislative
approval of federal grants, and makes recommendations that may reduce confusion as to when a
proposed grant should be approved, how it should be approved and by whom, and what constitutes
approval.

Normal Approval Process (UCA 63J-5-201)

Most federal grants go through the normal approval process during each annual general session,
with some tweaking to fit the base budget bill process. The normal process goes as follows:

The requesting state agency submits a federal funds request to the Governor’s Office for review
and approval. If the Governor’s Office approves, it submits the request for review and approval of
the relevant legislative appropriations subcommittee. If the appropriations subcommittee
recommends approval, the subcommittee submits the recommendation to the Executive
Appropriations Committee. If the Executive Appropriations Committee approves, the Legislative
Fiscal Analyst’s Office includes the federal funds in the subsequent appropriations bill.

The following diagram illustrates the process outlined in statute:
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Because the base budget bill usually is prepared early in the session, the process outlined above is
modified slightly. After the Governor’s Office approves requests, it submits a summary to the
Legislative Fiscal Analyst’s Office for inclusion in the base budget bill. In the following weeks,
as the appropriations subcommittees review federal funds requests, they may recommend changes
or deletions. The Executive Appropriations Committee then reviews the recommendations and
directs the Legislative Fiscal Analyst’s Office to include approved changes in a subsequent
appropriations bill.

The following diagram outlines the federal funds process with the base budget bill:
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Secondary Approval Process (UCA 63J-5-202 and 63J-5-204)

While most federal grants are reviewed and approved through the normal process, sometimes
agencies learn of federal grant opportunities outside of the timeframe of the annual general
session. For these federal funds requests, statute provides for a secondary approval process.

Statute outlines three levels of federal grants. The review and approval process required depends
on the grant level.

1. Low-Impact Federal Grants. These grants can be approved by the Governor or Judicial
Council. To qualify as a low-impact federal grant, the grant must meet all of the following
requirements:

e Result in the state receiving less than $1 million in federal funding per year;
e Require no additional permanent full/part-time employees; and
e Require no new state money to match or participate.

2. Medium-Impact Federal Grants. These grants must be submitted to the Executive
Appropriations Committee for its review and recommendations. Medium-impact grants meet
any one of the following conditions:

e Result in the state receiving more than $1 million but less than $10 million per year;
e Require one but less than 11 new permanent full/part-time employees; or
e Require the state to expend up to $1 million in new state money to match or participate.

3. High-Impact Federal Grants. These grants must be approved by the full Legislature in an
annual general session or a special session. High impact grants have any one of the following
characteristics:

e Result in the state receiving more than $10 million in federal funding per year;

e Require 11 or more new permanent full/part-time employees; or

e Require the state to expend more than $1 million in new state money to match or
participate.

Medium and high impact federal grants must also be approved by the Governor or Judicial
Council before going to the appropriate legislative body.



Executive Appropriations Committee Options

This section outlines the various policy options available to the Executive Appropriations
Committee when reviewing medium impact federal grant requests that were not considered during
the annual general session.

UCA 63J-5-204 states that the Executive Appropriations Committee shall review the federal funds
request summary and may:

1. Recommend that the agency accept the new federal funds;

2. Recommend that the agency not accept the new federal funds; or

3. Recommend to the governor that the governor call a special session of the Legislature to
review and approve or reject the acceptance of the new federal funds.

Since the Executive Appropriations Committee “may” make any of these three recommendations,
it may also choose to take no action. If the committee takes no action, the agency may continue to
apply for and implement the federal grant, or it could abandon the grant.

Statute is silent on the consequences if a state agency does not follow a recommendation of the
Executive Appropriations Committee, presumably because the consequences will be determined
by the Legislature at a different time.



Process Improvement Recommendations

The Analyst recommends that the Executive Appropriations Committee consider the following
options for improving the federal funds approval process:

1. Streamlined application and processing of federal funds requests.

The Governor’s Office of Planning and Budget and Legislative Fiscal Analyst’s Office are jointly

working on an automated process for submission of federal funds requests from the agencies to the
Governor’s Office and to the Legislature in order to reduce the processing time currently required.

2. Process change by the Legislative Fiscal Analyst’s Office.

The Legislative Fiscal Analyst’s Office will tie federal appropriations to the grants detail
beginning with the base budget bill through subsequent budget bills throughout each general
session.

3. Additional reporting.

The Legislative Fiscal Analyst’s Office will generate an additional report that will show all federal
grants, and provide this report each general session in conjunction with other reports such as the
Consolidated Fees and Intent Language reports.

4. Follow up report for agencies to report to the Legislature.
The Legislature may wish to add a requirement that agencies report back at the end of the term of
a federal grant, showing how funds were expended and what was accomplished.

5. Clarify statute.
The Analyst recommends the Legislature clarify provisions of UCA 63J-5-201 through 204:

e Amend UCA 63J-5-201 to reflect the base budget process, as outlined on page 2.

e Clarify what constitutes legislative approval in UCA 63J-5-201. Statute is unclear as to
whether approval requires a specific motion by a subcommittee and the Executive
Appropriations Committee, or simply inclusion of an appropriation in a bill passed by the
Legislature.

e Clarify what is meant by “new federal program.” It is unclear if this includes only a
federal grant that the state has never had before, or if it includes reapplications of
previously approved grants, or if it includes existing grants when funding amounts change.

e Clarify the meaning of “new state monies” and “new federal funds.” The code doesn’t
clarify whether these terms include only new funds that the state has never spent or
received before, or include changes in amounts, or any reapplication of a previously
approved grant.





