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BUDGET RESERVE ACCOUNT AND DISASTER

RECOVERY ACCOUNT AMENDMENTS
2008 GENERAL SESSION
STATE OF UTAH

Chief Sponsor: Wayne A. Harper

Senate Sponsor:

LONG TITLE
Committee Note:
The Revenue and Taxation Interim Committee recommended this bill.
The Utah Tax Review Commission recommended this bill.
Membership: 6 legislators 10 non-legislators
Legislative Vote: 4 voting for 1 voting against 1 absent

General Description:

This bill makes changes to the state's budget reserve and disaster recovery accounts.

Highlighted Provisions:
This bill:

» changes target amounts for year-end surplus transfers to the General Fund Budget

Reserve Account, Education Fund Budget Reserve Account, and State Disaster
Recovery Restricted Account;

» modifies requirements governing deposits into the accounts;

» changes the conditions under which monies may be appropriated from the budget

reserve accounts;

» designates legislative appropriations to the budget reserve accounts as repayments

when specified appropriations from the accounts have not been repaid;

» requires the Legislative Fiscal Analyst and the Governor's Office of Planning and

Budget to report to the Executive Appropriations Committee and the Tax Review
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Commission on revenue volatility and its relation to the balances in the General Fund Budget
Reserve Account and the Education Budget Reserve Account; and
» makes technical changes.
Monies Appropriated in this Bill:
None
Other Special Clauses:
None
Utah Code Sections Affected:
AMENDS:
63-38-2.5, as last amended by Laws of Utah 2003, Chapters 88, and 319
63-38-2.6, as last amended by Laws of Utah 2007, Chapter 122
63-38-2.7, as enacted by Laws of Utah 2007, Chapter 328
ENACTS:
63-38-2.9, Utah Code Annotated 1953

Be it enacted by the Legislature of the state of Utah:

Section 1. Section 63-38-2.5 is amended to read:

63-38-2.5. Establishing a General Fund Budget Reserve Account -- Providing for
deposits and expenditures from the account.

(1) As used in this section:

(a) "Education Fund budget deficit" means a situation where appropriations made by

the Legislature from the Education Fund for a fiscal year exceed the estimated revenues

adopted by the Executive Appropriations Committee of the Legislature for the Education Fund
in that fiscal vear.

(b) "General Fund appropriations" means the sum of the spending authority for a fiscal

year that is:
(1) granted by the Legislature in all appropriation acts and bills; and

(i1) identified as coming from the General Fund.

(c) "General Fund budget deficit" means a situation where General Fund appropriations

made by the Legislature for a fiscal year exceed the estimated revenues adopted by the

Executive Appropriations Committee of the Legislature for the General Fund in that fiscal year.
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(d) "General Fund revenue surplus" means a situation where actual General Fund

revenues collected in a completed fiscal year exceed the estimated revenues for the General

Fund for that fiscal year that were adopted by the Executive Appropriations Committee of the

Legislature.
[tH] (2) There is created within the General Fund a restricted account to be known as

the General Fund Budget Reserve Account, which is designated to receive the legislative

appropriations, investment earnings, and the surplus revenue required to be deposited into the
account by this section.
(2] (3) (a) (i) [At] Except as provided in Subsection (3)(a)(ii), at the end of any fiscal

year in which the Division of Finance, in consultation with the Legislative Fiscal Analyst and

in conjunction with the completion of the annual audit by the state auditor, determines that
there is a General Fund revenue surplus, the Division of Finance shall transfer 25% of the
General Fund revenue surplus [shalt-be-transferred] to the General Fund Budget Reserve
Account[;exceptthat the-amountin-thecombimed-totalsof the].

(i1) If the transfer of 25% of the General Fund revenue surplus to the General Fund

Budget Reserve Account [and

63=38=2-6- maynotexceed6%] would cause the balance in the account to exceed 6% of

General Fund appropriations for the fiscal year in which the revenue surplus occurred, the

Division of Finance shall transfer only those funds necessary to ensure that the balance in the

account equals 6% of [the-totatofthe] General Fund [appropriatronramount-and-the Uniform
SchootFund-appropriatronamount| appropriations for the fiscal year in which the General

Fund revenue surplus occurred.

(ii1) The Division of Finance shall calculate the amount to be transferred under this
Subsection (3)(a):

(A) before transferring from the General Fund revenue surplus any other contingency

appropriations, set asides, or other transfers required by law; and

(B) excluding the investment earnings for the fiscal year.
[H—In] (b) (i) Except as provided in Subsection (3)(b)(ii), in addition to Subsection

[2)] (3)(a)(1), if a General Fund revenue surplus exists and if, within the last ten years, the

Legislature has appropriated any money from the General Fund Budget Reserve Account that

has not been replaced by appropriation or as provided in this Subsection [(Z2)ta)ttH)] (3)(b), the
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DCTOTEany

Division of Finance shall[

taw-are-made;] transfer up to 25% more of the General Fund revenue surplus to the General

Fund Budget Reserve Account to replace the amounts appropriated, until legislative

appropriations and transfers [of] from the General Fund revenue surplus under this Subsection

[2ta)t)] (3)(b) have replaced the appropriations from the [fand] account.

(i1) If the transfer under Subsection (3)(b)(i) would cause the balance in the account to

exceed 6% of General Fund appropriations for the fiscal year in which the revenue surplus

occurred, the Division of Finance shall transfer only those funds necessary to ensure that the

balance in the account equals 6% of General Fund appropriations for the fiscal year in which

the revenue surplus occurred.

(ii1) The Division of Finance shall calculate the amount to be transferred under this
Subsection (3)(b):

(A) before transferring from the General Fund revenue surplus any other contingency

appropriations, set asides, or other transfers required by law; and

(B) excluding the investment earnings for the fiscal year.

(c) For appropriations made by the Legislature to the General Fund Budget Reserve

Account, the Division of Finance shall treat those appropriations, unless otherwise specified in

the appropriation, as replacement funds for appropriations made from the account if funds were

appropriated from the account within the past ten years and have not yet been replaced.

[t3)] (4) (a) If, at the close of any fiscal year, there appear to be insufficient monies to
pay additional debt service for any bonded debt authorized by the Legislature, the Division of

Finance may hold back monies from any General Fund revenue surplus sufficient to pay the

additional debt service requirements resulting from issuance of bonded debt that was
authorized by the Legislature.

(b) The Division of Finance may not spend the hold back amount for debt service
under Subsection [3)] (4)(a) unless and until it is appropriated by the Legislature.

(c) If, after calculating the amount for transfers to the General Fund Budget Reserve

Account, the remaining General Fund revenue surplus is insufficient to cover the hold back for

debt service required by Subsection [3}] (4)(a), the Division of Finance shall reduce the
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121  transfer to the General Fund Budget Reserve Account by the amount necessary to cover the
122 debt service hold back.

123 (d) Notwithstanding Subsection (2), the Division of Finance shall hold back the

124 General Fund balance for debt service authorized by this Subsection [3}] (4) before making

125  any transfers to the General Fund Budget Reserve Account or any other designation or

126  allocation of General Fund revenue surplus.

127 [(Hta)Anyappropriattonrmade by-the]

128 (5) The Legislature may appropriate monies from the General Fund Budget Reserve
129  Account [may] only [beused] to [coveroperatingdefieits;]:

130 (a) resolve a General Fund budget deficit, for the fiscal year in which the General Fund

131  budget deficit occurs;

132 (b) pay some or all of state settlement agreements approved under Title 63, Chapter

133 38b, State Settlement Agreements[;or];

134 (c) pay retroactive tax refunds[:]; or

135 (d) resolve Education Fund budget deficits.

136

137

138 [€5—Ad] (6) Except as provided in Subsection (4)(b), interest generated from

139  investments of money in the General Fund Budget Reserve Account shall be deposited into the

140  account.

141 Section 2. Section 63-38-2.6 is amended to read:

142 63-38-2.6. Establishing an Education Budget Fund Reserve Account -- Providing
143 for deposits and expenditures from the account.

144 (1) As used in this section:

145 (a) "Education Fund appropriations" means the sum of the spending authority for a

146  fiscal year that is:

147 (1) granted by the Legislature in all appropriation acts and bills; and
148 (i1) identified as coming from the Education Fund.
149 (b) "Education Fund budget deficit" means a situation where appropriations made by

150  the Legislature from the Education Fund for a fiscal year exceed the estimated revenues
151 adopted by the Executive Appropriations Committee of the Legislature for the Education Fund
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in that fiscal year.

(c) "Education Fund revenue surplus" means a situation where actual Education Fund

revenues collected in a completed fiscal year exceed the estimated revenues for the Education

Fund in that fiscal year that were adopted by the Executive Appropriations Committee of the

Legislature.
[(D] (2) There is created within the Education Fund a restricted account to be known

as the Education Fund Budget Reserve Account, which is designated to receive the legislative
appropriations, investment earnings, and the surplus revenue required to be deposited into the

account by this section.
[t2)] 3) (a) (i) [At] Except as provided in Subsection (3)(a)(ii), at the end of any fiscal

year in which the Division of Finance, in consultation with the Legislative Fiscal Analyst and

in conjunction with the completion of the annual audit by the state auditor, determines that
there is [a] an Education Fund revenue surplus [mrthe EducatronFund;the Uniform-Schoot
Fundorboth], the Division of Finance shall transfer 25% of the [evmutatitve] Education Fund
revenue surplus [shatt-be-transferred] to the Education Fund Budget Reserve Account[;except
that the-amount-mthe-combined-totatsof].

(i1) If the transfer of 25% of the Education Fund revenue surplus to the Education Fund

Budget Reserve Account [and

63=38=2-5maynotexceed6%] under Subsection (3)(a)(i) would cause the balance in the

account to exceed 7% of Education Fund appropriations for the fiscal year in which the

Education Fund revenue surplus occurred, the Division of Finance shall transfer only those

funds necessary to ensure that the balance in the account equals 7% of the [totatcombimed
appropriations-fromthe] Education Fund appropriations [and-the-Generalfund] for the fiscal

year in which the Education Fund revenue surplus occurred.

(ii1) The Division of Finance shall calculate the amount to be transferred under this
Subsection (3)(a):

(A) before transferring from the Education Fund revenue surplus any other contingency

appropriations, set-asides, or other transfers required by law; and

(B) excluding the investment earnings for the fiscal year.
[H—In] (b) (i) Except as provided in Subsection (3)(b)(ii), in addition to Subsection

[2)] 3)(a)(1), if [a] an Education Fund revenue surplus exists and if, within the last ten years,
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the Legislature has appropriated any money from the Education Fund Budget Reserve Account
that has not been replaced by appropriation or as provided in this Subsection [(2)}ta)ti)] (3)(b),
the Division of Finance shall[;before-anycontingentappropriationsorothertransfersrequired
bytaw-are-made;] transfer up to 25% more of the Education Fund revenue surplus to the
Education Fund Budget Reserve Account to replace the amounts appropriated, until legislative

appropriations and transfers [of] from the Education Fund revenue surplus under this
Subsection [2)}ta)tit)] (3)(b) have replaced the appropriations from the [fand] account.

[tb c-amount-to-be-transterred-to-the Educatron Budget Reserve-Accou

(i1) If the transfer under Subsection (3)(b)(i) would cause the balance in the account to

exceed 7% of Education Fund appropriations for the fiscal yvear in which the Education Fund

revenue surplus occurred, the Division of Finance shall transfer only those funds necessary to

ensure that the balance in the account equals 7% of Education Fund appropriations for the

fiscal year in which the revenue surplus occurred.

(ii1) The Division of Finance shall calculate the amount to be transferred under this
Subsection (3)(b):

(A) before transferring from the Education Fund revenue surplus any other contingency

appropriations, set-asides, or other transfers required by law; and

(B) excluding the investment earnings for the fiscal year.

(c) _For appropriations made by the Legislature to the Education Fund Budget Reserve

Account, the Division of Finance shall treat those appropriations, unless specified otherwise in

the appropriation, as replacement funds for appropriations made from the account if funds were

appropriated from the account within the past ten years and have not yet been replaced.

(3] (4) [Anyappropriattonmadeby-the] The Legislature may appropriate monies
from the Education Fund Budget Reserve Account [may-ontybeusedtocoveroperating
defrettsinthe-state's public-and-highereducatronsystem| only to resolve an Education Fund

budget deficit.
[H—Adtmterest] (5) Interest generated from investments of money in the Education

Fund Budget Reserve Account shall be deposited into the account.

Section 3. Section 63-38-2.7 is amended to read:
63-38-2.7. Deposits related to the Disaster Recovery Funding Act.
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Beginning with the fiscal year ending June 30, 2007, at the end of each fiscal year and
after the transfer of surplus General Fund revenues has been made to the General Fund Budget
Reserve Account as provided in Section 63-38-2.5, the Division of Finance shall deposit an
amount into the State Disaster Recovery Restricted Account, created in Section 53-2-403,
calculated by:

(1) determining the amount of surplus General Fund revenues after the transfer to the
General Fund Budget Reserve Account under Section 63-38-2.5 that is unrestricted and
undesignated;

(2) calculating an amount equal to the lesser of:

(a) 25% of the amount determined under Subsection (1); or

(b) 6% of the total of the General Fund appropriation amount [and-the UniformSchoot
Fund-appropriatronamount] for the fiscal year in which the surplus occurs; and

(3) adding to the amount calculated under Subsection (2) an amount equal to the lesser
of:

(a) 25% more of the amount described in Subsection (1); or

(b) the amount necessary to replace in accordance with this Subsection (3) any amount
appropriated from the State Disaster Recovery Restricted Account within ten fiscal years
before the fiscal year in which the surplus occurs if:

(i) a surplus exists; and

(i1) the Legislature appropriates money from the State Disaster Recovery Restricted
Account that is not replaced by appropriation or as provided in this Subsection (3).

Section 4. Section 63-38-2.9 is enacted to read:

63-38-2.9. Revenue volatility report.

(1) Beginning in 2011 and continuing every three years after 2011, the Legislative
Fiscal Analyst and the Governor's Office of Planning and Budget shall, by December 20,
submit a joint revenue volatility report to the Executive Appropriations Committee and Tax

Review Commission.

(2) The Legislative Fiscal Analyst and the Governor's Office of Planning and Budget

shall ensure that the report:

(a) discusses the revenue volatility of the revenue streams that provide the source of

funding for the state budget;
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(b) identifies the balances in the General Fund Budget Reserve Account and the

Education Fund Budget Reserve Account; and

(c) analyzes the adequacy of the balances in the General Fund Budget Reserve Account

and the Education Fund Budget Reserve Account in relation to the volatility of the revenue

streams.

Legislative Review Note
as of 11-15-07 12:38 PM

Office of Legislative Research and General Counsel



H.B. 49 - Budget Reserve Account and Disaster Recovery Account

Fiscal Note Amendments
2008 General Session

State of Utah

State Impact

Enactment of this bill will not require additional appropriations. During years in which an Education
Fund revenue surplus occurs, the bill could increase the balance of the Education Fund Budget Reserve
Account achieved through automatic end-of-year transfers from the surplus, up to an amount equal to
seven percent of Education Fund appropriations for the fiscal year in which the surplus occurred.

Individual, Business and/or Local Impact

Enactment of this bill likely will not result in direct, measurable costs and/or benefits for individuals,
businesses, or local governments.

12/27/2007, 12:36:28 PM, Lead Analyst: Allred, S. Office of the Legislative Fiscal Analyst



