PuBLIC EDUCATION

FY 2006

Budget Brief — Utah State Office of Education

SUMMARY

NumBER PEDBB-05-04

The State Office of Education (USOE) functions as support staff to the State Board of Education and the State
Superintendent of Public Instruction. The USOE provides information and direction relating to the policies,
procedures, and programs of Utah’s public education system. This brief provides budget detail for the State
Board of Education, State Charter School Board and the USOE operating divisions. Further information on the
USOE may be found in chapter 5 of the Compendium of Budget Information (COBI).

| SSUES AND RECOMMENDATIONS

The Executive A ppropriations Committee has not
allocated additional revenue to the subcommittee. The
budget detail table on page 4 does not include funding for
the recommendations presented in this brief.

National Geographic Endowment — Recommended
Amount $300,000 (one-time)

The National Geographic Society (NGS) has offered to
match local contributions to establish an endowment of
up to $1 million to support geography education. The
NGS — Education Foundation invests the funds and
covers al administrative costs. Income from the
endowment may support professional development,
curriculum materials, exhibitions, etc. The Analyst
recommends that the subcommittee discuss thisitem and
weigh it in their final budget priorities submitted to the
executive committee.

Educator Licensing Fees

During the 2004 General Session, the Legislature passed
intent language directing the State Board to develop afee
plan that would generate enough revenue to cover the
costs of administering educator licenses. The Issue Brief
titled “ Educator Licensing Fees’ (PEDIB-05-05)
provides further detail of thisfee plan.

General Fund Appropriation — FY2005 Supplemental
Reduction

The Legidlature appropriated GF $1,400,000 (one-time)
to implement the provisions of H.B. 115 (Carson Smith
Special Needs Scholarships.) The Governor vetoed H.B.
115; however the revenue to implement the provisions of
the bill was appropriated in H.B. 3 (Supplemental
AppropriationsAct 11.) Thelineitemin H.B. 3 was not
vetoed by the Governor, leaving $1,400,000 unallocated
in USOE's budget. The Analyst’s recommendation
includes a supplemental reduction of $1.4 million, freeing
up this revenue for future allocation by the Legislature.
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PuBLIC EDUCATION FY 2006

School LAND Trust Administration

The Issue Brief titled “ School LAND Trust Program” (PEDIB-05-06) provides detail on revenue transferred from
the MSP — School LAND Trust program to the state office for program administration. The Analyst recommends
changing the source of revenue for the School LAND Trust program from the Uniform School Fund to a USF
Restricted sub-fund, titled “USFR — Interest and Dividends Account.”

Federal Funds

The Issue Brief titled “Public Education Federal Funds’ (PEDIB-05-04) details the various federal funds received
by the State Office of Education.

ACCOUNTABILITY DETAIL

The State Superintendent is in the process of revising the strategic plan of the Utah State Office of Education.
The strategic plan states that the mission of USOE “is to facilitate high levels of student achievement and teacher
quality and to assist schoolsin their drive toward excellence, through statewide service, leadership, and
accountability.” With the continued focus on the No Child Left Behind Act, Performance Plus, and U-PASS, the
USOE is evaluating performance measures used in prior years and how they correlate with the mission of USOE.
The USOE has submitted the following accountability measures for inclusion in the budget brief for the agency.
The FY 2007 Compendium of Budget Information (COBI), released prior to the 2006General Session, will
contain further accountability information for the agency.

Accountability Detail - Utah State Office of Education

FY 2004 FY 2005

Goal Measur e Obser ved Target

Quality teachers in every classroom

The Utah State Board has convened a major 1. Number of educators participating in USOE 17,300 17,500
study of this, with expectations of restructuring sponsored professional development activities

rewards and recognition systems as well as

dismissal systems that honor great teachers and

dismiss perpetually poor teachers.

2. Number of Educator Licenses Granted, 9,000 9,000
Renewed, and Endorsed

3. Number of Utah Professional Practices 44 44
Committee A ctions Taken (An increase may be
indicative of better enforcement and
investigation; a decrease may be indicative of
better screening.)
Writing initiative: All teacher s ar e teacher s of writing.

Common scoring guides in all classrooms; Six 1. Number of Districts/Charter Schools 20
Trait writing framework for all classrooms; More |mplementing Writing Software

writing expected from all teachers; Implementing

(beginning February 2005) writing software that

provides instant and ample feeback to student

writing (currently in pilot formin Roy)

Utah is moving from curriculum cover age to focused instr uction.

Instructional materials and programs will be 1. Number of Textbooks (plus related materials) 4,000 4,000
selected for their track record of performancein reviewed by the Instructional M aterials

raising student achievement (research-based) Committee

and core correlation
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BUDGET DETAIL

The State Office of Education acts as the fiscal agent for most federal support programs and grants received for
public education. Federal revenue contributes over 86.7 percent to the total USOE budget. The Uniform School
Fund provides over $20 million to the support of USOE, or 9.8 percent of the total budget. The table on page 4
details the remaining revenue sources for USOE, as well as, the maor expenditure categories and operating
division budgets.

Although the total FY 2006 budget for USOE totals over $200 million, the actual operating budget of USOE
totals alittle over $27 million. Of the total revenue appropriated to the State Office, approximately 87 percent is
passed on to the local school districts and charter schools. The remaining 13 percent provides for the operations
of USOE.

Budget Recommendation

The Analyst recommends atotal FY 2006 budget appropriation of $213,776,500, with $20,853,400 from the
Uniform School Fund, for the Utah State Office of Education. The Analyst also recommends a one-time
appropriation of $300,000 from the Uniform School Fund for the National Geographic Society — Geography
Education Endowment Match discussed on page 1. Thisfunding increase is not built into the table and charts of
this budget brief.

The Analyst recommends the following changes to the USOE budget.

1. A supplemental (FY 2005) reduction to USOE budget of $1,400,000 in Genera Fund revenue. As
discussed on page 1, this funding was appropriated during the 2004 General Session for the
implementation of H.B. 115 (vetoed).

2. Appropriate $80,000 from the USFR — Interest and Dividends Account to support the administration of
the School LAND Trust program at USOE. Shifting the revenue source from the Uniform School Fund to
arestricted account resultsin adecrease in total public education expenditures when compared to the total
subcommittee allocation. Please see the Issue Brief titled “ School LAND Trust Program” (PEDIB-05-06)
for further information.

3. Reduce the total ongoing USF appropriation to Law, Legislation, and Education Services by $416,000 and
appropriate one-time USF revenue in its place. Thiswill allow time for the USOE to collect the required
Educator Licensing Fees to support operations currently subsidized by the Uniform School Fund. Please
refer to the Issue Brief titles “ Educator Licensing Fee” (PEDIB-05-05) for further information.

These changes are included in the Analyst’ s recommendations provided in the budget detail table provided on
page 4.
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BUDGET DETAIL TABLE
State Boar d of Education - State Office of Education
FY 2004 FY 2005 FY 2005 FY 2006

Sour ces of Finance Actual Appropriated Changes Revised Changes Analyst*
General Fund, One-time 0 1,400,000 (1,400,000) 0 0 0
Uniform School Fund 22,806,900 21,349,400 0 21,349,400 (496,000) 20,853,400
Uniform School Fund, One-time 0 68,900 0 68,900 347,100 416,000
Federal Funds 182,354,500 166,511,900 18,879,800 185,391,700 (1,700) 185,390,000
Dedicated Credits Revenue 5,541,200 6,360,450 (795,050) 5,565,400 (82,200) 5,483,200
Federal Mineral Lease 1,459,200 971,850 50 971,900 0 971,900
Restricted Revenue 0 0 490,000 490,000 0 490,000
GFR - Substance Abuse Prevention 396,500 490,000 (490,000) 0 0 0
USFR - Interest and Dividends A ccount 0 0 0 0 80,000 80,000
USFR - Professional Practices 72,000 90,700 0 90,700 1,300 92,000
Transfers - Interagency 278,200 0 0 0 0 0
Transfers - State Office of Education 183,800 0 0 0 0 0
Beginning Nonlapsing 4,533,500 4,533,600 3,797,100 8,330,700 0 8,330,700
Closing Nonlapsing (8,330,700) (4,533,600) (3,797,100) (8,330,700) 0 (8,330,700)

Total $209,295,100 $197,243,200  $16,684,800 $213,928,000 ($151,500)  $213,776,500
Programs
Board of Education 1,628,300 1,374,000 6,179,600 7,553,600 (82,100) 7,471,500
Student A chievement 146,266,500 172,120,800  (26,058,900) 146,061,900 (47,800) 146,014,100
Data and Business Services 6,984,800 12,240,200 (7,619,200) 4,621,000 (15,800) 4,605,200
Law, Legislation and Education Services 54,415,500 11,241,100 44,450,400 55,691,500 (5,800) 55,685,700
School LAND Trust Administration 0 80,000 (80,000) 0 0 0
State Charter School Board 0 187,100 (187,100) 0 0 0

Total $209,295,100 $197,243,200  $16,684,800 $213,928,000 ($151,500)  $213,776,500
Categories of Expenditure
Personal Services 12,601,000 13,425,200 405,300 13,830,500 (148,900) 13,681,600
In-State Travel 241,600 208,200 33,400 241,600 0 241,600
Out of State Travel 174,400 162,700 11,700 174,400 0 174,400
Current Expense 13,022,000 12,468,000 551,900 13,019,900 0 13,019,900
DP Current Expense 1,141,800 1,167,700 (25,900) 1,141,800 0 1,141,800
DP Capital Outlay 15,100 105,300 (90,200) 15,100 0 15,100
Capital Outlay 20,700 0 0 0 0 0
Other Charges/Pass Thru 182,078,500 169,706,100 15,798,600 185,504,700 (2,600) 185,502,100

Total $209,295,100 $197,243,200  $16,684,800 $213,928,000 ($151,500) $213,776,500
Other Data
Total FTE 192.0 192.0 12.0 204.0 0.0 204.0
Vehicles 7 7 0 7 0 7

* Does not include amounts in excess of subcommittee's state fund allocation that may be recommended by the Fiscal A nalyst.

LEGISLATIVE ACTION

This section provides a guide of what actions might be taken if the Legislature wishes to adopt the
recommendations of this brief. The Analyst recommends the L egislature consider adopting:

1. A total base budget appropriation of $213,776,500, as detailed in the table above, for the State Office of
Education. Aswell asthe Federa Funds detailed in the Federal Funds Issue Brief number PEDIB-05-04.

2. Prioritize the recommended one-time USF increase of $300,000 for the National Geographic Endowment

Match to be included in the subcommittee’ s recommendations to the Executive Appropriations

Committee.

3. Adopt the Educator Licensing Fee plan as detailed in the I ssue Brief titled “ Educator Licensing Fees’

(PEDIB-05-05).
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FY 2006

Budget Brief — USOE Internal Service Fund & Indirect Cost Pool

SUMMARY

NUMBER 01-01-01

The State Office of Education operates two Internal Service Fund (ISF) programs. The State Board of Education
| SF budget supports the Board' s print shop and mailroom. The Office of the Superintendent — Indirect Cost Pool
funds those programs and individuals who administer the State Office of Education. It supports administrative,
accounting, budgeting, purchasing, and government liaison functions of the USOE.

| SSUES AND RECOMMENDATIONS

Internal Service Funds are not funded directly through a
state fund appropriation, but rather operate by charging
other USOE programs to support their operations. Under
Utah Code (63-38-3.5), an ISF may not bill another
program unless the Legislature reviews the I|SF' s budget
and authorizes its revenue, rates, and FTE level. Further,
the I SF may not acquire capital unless such acquisitionis
authorized by the Legidlature.

Internal Service Fund Rates

Thetabletitled “USOE Internal Service Fund” on page 2
provides detail on the ISF'sFY 2006 projected revenue
and expenditures. Therates and FTE levelsfor the ISF
remain unchanged from FY 2005.

The State Board | SF requests an increase in Capital
Outlay Authorization to $90,000 to enable the Print Shop
to replaceits printer. The other ISF rates are listed
below:

1. Printing: $17.00 per hour labor
.04 per copy
Cost plus 35 percent on printing
supplies
2. Mail Room: Cost plus 25 percent on postage

Indirect Cost Pool Rates

The table on page 3 titled “USOE Indirect Cost Pool”
provides further detail on the Office of the
Superintendent — Indirect Cost Pool budget. Detall
includes the anticipated revenue and expenditures of the
ICP, FTE levels, and Capital Outlay Authorization.

The ICP operates by taking a proportion of al federal and
state funds that support personal servicesin the operating
sections of USOE. The rates reflect the percentage
amounts allowed by the U.S. Department of Education to
support state administration of federal grants.

Figure 1: ISF - Public Education - ISF - USOE Internal
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FY 2006

The rates approved by the federal government at the end
of FY 2005 are 13.5 percent for restricted funds and 16
percent for unrestricted funds. These rates expire at the
end of FY 2005. The FY 2006 rates are expected to be
within 2 percent of the current rates. Rate adjustments
must meet several federal regulations and require final
approval by the federal government before the final rates
are established.

Because these rates could increase or decrease by
approximately 2 percent, the Legislature may wish to
approve the FY 2005 rates plus 2 percent, as detailed
below:

1. 15.5 percent of personal service costs supported
by restricted funds.

2. 18 percent of personal service costs supported by
unrestricted funds.

BUDGET DETAIL

FTE Employees
w

Figure 2: ISF - Public Education - ISF - USOE Indirect

Cost Pool - FTE History
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The following tables provide budget detail for the USOE Internal Service Fund and Indirect Cost Pool.

ISF - Public Education - ISF - USOE Inter nal Service Fund
FY 2004 FY 2005 FY 2005 FY 2006

Sour ces of Finance Actual Appropriated Changes Revised Changes Analyst*
Dedicated Credits - Intragvt Rev 914,700 960,000 75,800 1,035,800 (4,200) 1,031,600

Total $914,700 $960,000 $75,800 $1,035,800 (%$4,200) $1,031,600
Programs
ISF - State Board ISF 914,700 960,000 75,800 1,035,800 (4,200) 1,031,600

Total $914,700 $960,000 $75,800 $1,035,800 (%4,200) $1,031,600
Categories of Expenditure
Personal Services 261,000 312,100 9,100 321,200 (3,600) 317,600
Current Expense 647,100 571,800 75,300 647,100 0 647,100
DP Current Expense 100 2,200 (2,100) 100 0 100
Capital Outlay 11,600 22,100 (10,500) 11,600 0 11,600
Other Charges/Pass Thru 43,300 51,800 4,000 55,800 (600) 55,200

Total $963,100 $960,000 $75,800 $1,035,800 (%$4,200) $1,031,600
Profit/(L oss) ($48,400) $0 $0 $0 $0 $0
Other Data
Total FTE 8.0 8.3 (0.3) 8.0 0.0 8.0
A uthorized Capital Outlay 17,300 22,100 (4,800) 17,300 72,700 90,000
Retained Earnings 135,100 41,500 45,200 86,700 0 86,700
* Does not include amounts in excess of subcommittee's state fund allocation that may be recommended by the Fiscal A nalyst.
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ISF - Public Education - ISF - USOE Indir ect Cost Pool
FY 2004 FY 2005 FY 2005 FY 2006

Sour ces of Finance Actual Appropriated Changes Revised Changes Analyst*
Dedicated Credits - Intragvt Rev 3,236,100 3,867,100 39,700 3,906,800 (21,000) 3,885,800

Total $3,236,100 $3,867,100 $39,700 $3,906,800 ($21,000) $3,885,800
Programs
ISF - Superintendant Indirect Cost Pool 3,236,100 3,867,100 39,700 3,906,800 (21,000) 3,885,800

Total $3,236,100 $3,867,100 $39,700 $3,906,800 ($21,000) $3,885,800
Categories of Expenditure
Personal Services 3,034,300 3,100,900 250,400 3,351,300 (24,200) 3,327,100
In-State Travel 5,500 3,300 2,200 5,500 0 5,500
Out of State Travel 9,100 4,200 4,900 9,100 0 9,100
Current Expense 366,700 380,300 (13,600) 366,700 0 366,700
DP Current Expense 100,000 131,000 (31,000) 100,000 0 100,000
DP Capital Outlay 0 14,800 (14,800) 0 0 0

Total $3,515,600 $3,634,500 $198,100 $3,832,600 ($24,200) $3,808,400
Profit/(L oss) ($279,500) $232,600 ($158,400) $74,200 $3,200 $77,400
Other Data
Total FTE 49.0 49.0 0.0 49.0 0.0 49.0
Authorized Capital Outlay 75,000 14,800 60,200 75,000 0 75,000
Retained Earnings (289,400) (315,800) 100,600 (215,200) 77,400 (137,800)
Vehicles 1 1 0 1 0 1
*Does not include amounts in excess of subcommittee's state fund allocation that may be recommended by the Fiscal A nalyst.

LEGISLATIVE ACTION

This section provides a guide of what actions might be taken if the Legislature wishes to adopt the
recommendationsin this brief. The Analyst recommends the Legislature consider adopting:

1. Therevenue, capital outlay, and FTE levels detailed in the table titled “USOE Internal Service Fund,” as
well as the following rates:

$17.00 per hour labor
.04 per copy

Printing:

Cost plus 35 percent on printing supplies
Mail Room: Cost plus 25 percent on postage

2. Therevenue, capital outlay, and FTE levels detailed in the table titled “USOE Indirect Cost Pool,” as well
asthe following rates:

15.5 percent of personal service costs supported by restricted funds
18 percent of personal service costs supported by unrestricted funds
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|ssue Brief — Public Education Agencies Federal Funds

NumMBER PEDIB-05-04

SUMMARY

During the 2004 General Session, the Legislature amended the Budgetary Procedures Act directing appropriations
subcommittees to review certain federal funds received by state agencies. The attached spreadsheets detail the
federal funds received by public education agencies, namely, Utah State Office of Education, Utah State Office of
Rehabilitation, and the Child Nutrition Programs.

LEGISLATIVE ACTION

Statute requires the Legislative Fiscal Analyst to submit afederal funds request summary to each appropriations
subcommittee pursuant to the agencies under their purview. The appropriations subcommittees shall review the
federal funds request and may:

1. Recommend that the agency accept the federal funds or participate in the federal program for the fiscal
year under consideration.

2. Recommend that the agency not accept the federal funds or not participate in the federal program for the
fiscal year under consideration.

3. Submit arecommendation of accepted federal fundsto the Executive A ppropriations Committee.

The following pages detail the federal funds compiled by the Governor’s Office of Planning and Budget pursuant
to 63-38e-201(2)(a). The Analyst submits the federal funds requests for the Utah State Office of Education, Utah
State Office of Rehabilitation, and the Child Nutrition Programs.
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ENTER SUBCOMMITTEE NAME HERE

UTAH STATE OFFICE OF EDUCATION & UTAH STATE OFFICE OF REHABILITATION
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|ssue Brief — Educator Licensing Fees

NumMBER PEDIB-05-05

SUMMARY

The Legislature, through the Educator Licensing and Professional Practices Act, established that “the high quality
of teachersis absolutely essential to enhance student achievement and to assure education excellence in each
classroom in the state' s public schools.” The Legislature has established a method of charging licensing fees for
educators, ensuring that educators meet and maintain “high standards both as to qualifications and fitness for
service as educators.”*

OBJECTIVE

This brief addresses statutory changes and intent language passed during the 2004 General Session. In addition, a
Educator Licensing Fee Plan is provided for Legidlative approval.

DISCUSSION AND ANALYSIS

Prior to the 2004 Genera Session, the State Board of Education recommended an increase in the fees charged to
educatorsto receive alicense. The Legislature approved the recommended educator licensing fees in the 2004
Appropriations Act (S.B. 1, 2004 General Session.) Thiswasthefirst increase in the educator licensing feein
approximately 17 years. Dueto therelatively low fee charged to obtain alicense, Uniform School Fund revenues
have subsidized the operations of the USOE — Educator Licensing section.

Statute Requires Fees:

The Educator Licensing and Professional Practices Act states that “the board shall levy afee for each new,
renewed, or reinstated license or endorsement”? issued in the state. During the 2004 General Session, the

L egislature amended statute to include charging fees for renewed licenses. The statute was amended to ensure
that the State Office of Education could charge for renewed licenses. The statutory clarification for renewal fees
provides the fee capacity necessary for the USOE to operate educator licensing without the use of Uniform
School Funds.

Statute Requires Fee Revenue Cover Expenses:

Educator licensing isthe only professional fee charged by the state to be subsidized by state revenue. The
Budgetary Procedures Act requires that “ Each fee agency shall: (a) adopt a schedule of fees assessed for services
provided by the fee agency that are: (i) reasonable, fair and reflect the cost of services provided.”® Dueto this
statute, the current subsidy of Educator Licensing may be in conflict with state law. Educator licensing fee
revenue is credited to the Professional Practices Restricted Subfund in the Uniform School Fund. The State
Board of Education “shall pay the expenses of issuing licenses and of UPPAC (Utah Professional Practices
Advisory Commission) operations, and the costs of collecting license fees from the restricted subfund.”*

2004 General Session Intent Language:

Through intent language found in the “ Appropriations Act” (S.B. 1, 2004 General Session), the Legislature
requested that the State Board of Education submit ateacher licensing fee plan in its FY 2006 budget request that
provides enough fee revenue to support the costs of the USOE — Educator Licensing Section. By passing this
intent language, the Legidature reaffirmed the statutes requiring educator licensing, fee collection, and the
sufficient generation of revenue to cover costs.

1 UCA 53A-6-102(2) — Legislative findings on teacher quality.

2 UCA 53A-6-105(1) — Licensing fees.

3 UCA 63-38-3.2(2)(a)(i) — Fees — Adoption, procedure, and approval.
* UCA 53A-6-105(3) — Licensing fees.
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FY 2006 Educator Licensing Fees:

The State Office of Education has submitted the following fee schedule for consideration by the Legislature. The
State Board of Education has not formally recommended the attached fee schedule. The following schedule
increases every fee, except Duplicates/Replacements. Thisis necessary to generate enough revenue to support
USOE — Educator Licensing efforts.

fFeesfor Law, Legisation and Education Services: Old Fee New Fee Change Quantity Revenue
Teacher Licensure Fees
Level |
Utah Institutionally Recommended 45.00 80.00 35.00 2,593 90,755
Out of State 45.00  130.00 85.00 406 34,510
Digtrict/Charter License 80.00 80.00 50 4,000
Renewal
Inactive Educators 45.00 130.00 85.00 20 1,700
Active Educators 80.00 80.00 3,460 276,800
Alternative Licensure
Application 45.00 100.00 55.00 421 23,155
Evaluation 100.00  455.00 355.00 187 66,385
Career and Technology Education 45.00 80.00 35.00 211 7,385
Level Upgrade 80.00 80.00 1,286 102,880
Underqualified Educators
Letter of Authorization Request 50.00 50.00 987 49,350
State Approved Endorsement Program 55.00 55.00 445 24,475
Endorsements
Individual Application 65.00 65.00 100 6,500
Ingtitutionally or District Approved 50.00 50.00 1,429 71,450
Duplicates/Replacements 15.00 15.00 100
Finger Printing Fees
FBI & BCI 49.00 49.00 8,821 432,229
jUtah Professional Practices Advisory Commission 20.00 20.00 8,821 176,420
I Total $1,367,994|

RECOMMENDATION

The Analyst recommends adopting the fee schedule detailed above. Further, the Analyst recommends that the

L egislature reduce the ongoing Uniform School Fund appropriation to the Utah State Office of Education — Law,
Legidation, and Education Services Division by $416,000. Thiswill remove the Uniform Schools Funds
identified by the State Office of Education currently supporting Educator Licensing. The Analyst also
recommends that the L egislature appropriate $416,000 in one-time Uniform School Fund revenue to replace the
ongoing revenue. Thiswill enable the USOE to operate the Educator Licensing section entirely from fee revenue
beginning in FY 2007.
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LEGISLATIVE ACTION

This section provides a guide of what actions might be taken if the Legislature wishes to adopt the
recommendations of this brief. The Analyst recommends the Legislature consider adopting:

1. The schedule for Educator Licensing Fees detailed above.
2. Reduce the ongoing USOE Uniform School Fund appropriation by $416,000.

3. Consider appropriating $416,000 in one-time Uniform School Fund revenue to allow the USOE to collect
fee revenue for one year prior to expenditure.
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|ssue Brief — School LAND Trust Program

NuMBER PEDIB-05-06

SUMMARY

The School LAND Trust Program (Learning And Nurturing Development) provides revenue direct to individual
schools. Each school has a School Community Council that establishes a school “Trust Lands’ plan that
identifies a given need at the school. Program revenues implement this plan. The program was established by the
Legidature during the 1999 General Session.

The State has approximately 3 million acres of school trust lands that were set aside at statehood to support
Utah's schools. Revenue generated from these lands is saved in the State School Fund. The interest and
dividends earned off the investment of this fund are distributed to the schools. Legisation passed during the 2004
General Session places these revenues into a Uniform School Fund restricted account called the “Interest and
Dividends Account.”

M School LAND Trust Program
12,000,000

This brief provides information on budgetary impacts

associated with changing the revenue source of the 10,000,000 -

School LAND Trust program from the Uniform School 8.000.000

Fund to the Uniform School Fund Restricted — Interest o

and Dividends Account. 6,000,000 .///

4,000,000

Appropriated

DISCUSSION AND ANALYSIS

Prior to the 2004 General Session, the interest and 2,000,000 -
dividends derived from the investment of moniesin the
permanent State School Fund plus the interest generated 2001 2002 2003 2004 2005
on those monies while they are being held were deposited Fiscal Year

into the Uniform School Fund at the beginning of July.

The State Treasurer deposits the interest and dividends, plus the interest earned off of them during the year, into
the Uniform School Fund. State financial transactions require deposits to be accepted into the account by the
entity overseeing the account. Thismay result in atime lapse from the actual deposit and the accepting of the
deposit —in which more interest is earned and deposited into the General Fund. The Attorney General provided
an opinion stating that this revenue should be deposited into the Uniform School Fund not the General Fund. The
School LAND Trust Program Restricted Account (H.B. 78, 2004 General Session) provided statutory provisions
for actions taken by the Division of Finance in accordance with the Attorney General opinion.

The Legislation created the restricted “Interest and Dividends® account within the Uniform School Fund. This
action requires all School LAND Trust revenue to be appropriated from the USF-Restricted account and not the
Uniform School Fund.

RECOMMENDATION

The Analyst has adjusted the revenue source associated with the School LAND Trust Program from the Uniform
School Fund to the Uniform School Fund Restricted — Interest and Dividends Account. This action isreflected in
the FY 2006 Analyst Recommendation and can be seen in two budgets:

1. The USF revenue for the Minimum School Program was reduced by $8,820,000 and replaced with
$8,820,000 in USFR-Interest and Dividends Revenue.

2. USF revenue allocated to the Utah State Office of Education was reduced by $80,000 and replaced with
$80,000 in USFR-Interest and Dividends Revenue. This revenue supports the administration of the
School LAND Trust program at USOE.
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