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Revenue Estimating and Budgeting in Utah: A Primer
by Kevin G. Walthers, Ph.D.
Utah’s state constitution prohibits the Utah Legislature from appropriating or authorizing any
expenditure that “exceeds the total tax provided for by statute and applicable to the particular
appropriation or expenditure.”[1] This balanced budget requirement places a high priority on
revenue estimating as the governor and legislature propose and approve budgets months in
advance of the fiscal year.[2] Utah’s Legislative Fiscal Analyst’s Office, Governor’s Office of Planning
and Budget, and State Tax Commission collaborate on a Consensus Revenue Forecast. This
multi-faceted approach “cultivates a strong capacity in revenue forecasting through a consensus
process with the legislature that results in high accuracy.”[3]
Estimating Revenue in the State Of Utah
Utah’s consensus revenue process begins with a meeting of the Revenue Assumptions Committee (RAC), to
determine the key factors that will drive Utah’s economy and tax revenue. The RAC includes economists from the
Governor’s Office of Planning and budget, the Legislative Fiscal Analyst’s Office, the Utah State Tax Commission,
state agencies, and experts from academia and the private sector. “The major goal of this exercise is to form a
consensus view of the near term outlook for economic growth to form expectations and inputs to the revenue
forecast.”[4] The RAC focuses on changes in more than fifty different indices spread across seven categories of
indicators[5] to build a model for projecting changes to state revenue. While all indices are considered, the
indicators that most directly impact the econometric model are wages, total construction value, new auto
purchases, natural resource price and production, profits, personal income, employment and average wage growth.
Economists in the Legislative Fiscal Analyst’s Office, Governor’s Office of Planning and Budget, and State Tax
Commission use the RAC economic indicators, among other data, in their independent econometric models to
derive preliminary forecasts. As such, the final consensus estimate is a collaborative effort of the Executive and
Legislative Branches.[6] In June and September the consensus revenue estimate provides an estimated range of
collection. This range allows policymakers to begin establishing spending priorities for the upcoming year. As the
table below shows (and as would be expected), the range estimate becomes more precise the closer they are
issued to the end of a fiscal year.

Within three months of the end of FY 2009, the Office of the Legislative Fiscal Analyst reported that the final
revenue collections for the General Fund and Education fund were $23.46 million short of estimates (a variance of
-0.51%) and the Transportation Fund produced a $5.82 million surplus (a variance of 1.43%).[7]
Utah has been historically sound in making revenue forecasts – this is likely the result of the combination of
conservative estimating and a less politicized process that reaches across branches of government and includes
experts from the private sector and academia. Since 1970, Utah averages under forecasting revenue by 2.5%. This
means that mid-year adjustments are most likely to add funds to agency budgets or allow funding for new
construction projects. During that same time the state has over forecast only four times (1974, 1996, 2001 and
2008).[8] These years are memorable not only because two of them occurred in this decade, but because over
forecasting requires policy makers to re-open discussions on budget priorities, leading to unanticipated and difficult
cuts to state programs. Even in years where forecasts show a decline in revenue (e.g., FY 2010), an accurate
forecast limits the angst generated by further rounds of budget cuts and additional estimates to ensure
expenditures stay within constitutionally prescribed limits.
Revenue Estimating and the Budget
The governor’s budget development process begins in earnest in October, with final production of a
recommendation following the November revenue estimates. The November consensus estimate is set at a “point”

for use by the governor as a target for budget recommendations – this estimate becomes the “cap” on
appropriations allowed for submission by the governor. The governor’s budget must be submitted to the Legislative
Fiscal Analyst no later than 30 days prior to the general session and publicly to the legislature within the first three
days of the general session.[9]
As the governor is finalizing the Executive Branch Budget recommendation, the Legislature’s Executive
Appropriation Committee traditionally adopts the November consensus revenue estimate. Similar to the Executive
Branch process, this formal adoption serves as a target for budget development by the Legislative Fiscal Analyst in
preparation for the upcoming general session. Legislative staff prepares budgets for each of eleven appropriation
subcommittees.[10] In conjunction with the adoption of revenue estimates, the Executive Appropriation Committee
also allocates spending caps to the subcommittees. In recent years the legislature has begun to pass a “base
budget” bill early in the session that authorizes the base budget for each state agency (generally this is approval of
ongoing funds at the prior year’s appropriation level). The “State Agency and Higher Education Base Budget”[11]
bill establishes a starting point for subcommittee work in developing the new year budget.
Each appropriation subcommittee establishes priorities within their scope of oversight, meeting up to three times a
week during the general session to develop spending priorities. Even with the new base budget process,
subcommittees have the most influence over base budgets. Changes within the base budget approved by the
subcommittee are generally accepted without discussion at the Executive Appropriation Committee level.
Adjustments to the base budget are made within the appropriations act, passed in the last week of the session.
The process of prioritizing requests and analyzing base budgets is done in anticipation of the second “point
estimate” that is released in mid-February. The February estimate serves as the final estimate of revenue for the
general session. As the final estimate, the February revenue adoption allows the legislature to adjust current year
budgets (adding one-time funds in good years, making cuts in years with revenue shortfalls). From the time the
February estimate is adopted, there is generally less than three weeks left for the legislature to finalize budgets.
Over that time frame, the legislature passes five additional appropriation acts:
Minimum School Program (MSP) Budget Amendments[12]
Current Year Minimum School Program Amendments
Current Fiscal Year Supplemental Appropriations
New Fiscal Year Appropriation Act
Appropriation Adjustments
The appropriation acts can be defined in three ways. The “current year” appropriations make changes in budgets
that go into effect prior to the end of the fiscal year on June 30. The “new fiscal year” and MSP amendments set the
budget beginning on July 1. “Appropriation Adjustments” are individual appropriations for projects. This legislation
is referred to as the “Bill of Bills” - it is essentially a list of funding items that identifies recipients of expenditure and
sources of funding for any passed bill that requires an appropriation upon enactment.
As the state begins to move forward with the FY 2011 appropriation process, more interest is being placed on the
process of estimating revenue and making appropriations. The state saw combined General Fund and Education
Fund revenues fall about $750 million between FY 2007 and FY 2009. February estimates forecast an additional
reduction in revenue of $195 million for FY 2010, the current fiscal year (the forecast will be updated for the
Governor’s FY 2011 Budget).

“Like most other states, Utah used flexible funds provided in the American Recovery and Reinvestment Act of 2009
(ARRA) [13] in balancing its FY 2009 and FY 2010 budgets.”[14] State agencies, public education, the Judicial
Branch and higher education face additional cuts with further reductions to revenue estimates expected in
November.[15] State entities are bracing for cuts ranging from 10 to 15% of FY 2010 levels – the combination of
the loss of one-time federal funds with the slow recovery create a sense of pessimism that the state will see
increasing revenue of any significance until FY 2012 at the earliest.
Conclusion
Those interested in the adjustment to the current base budget and the development of the FY 2011 budget should
pay attention to key events and decisions as policymakers set their priorities. Among things to watch for:
How drastically will November 2009 point estimate be revised from the February 2009 point estimate?
How drastically will February 2010 point estimate be revised from the November 2009 point estimate?
Will new factors be included in the estimates?[16]
To what extent will revenue be available to replace federal ARRA funds?
How much of the state’s “Rainy Day” fund will policy makers be willing to use to fill budget holes?
Will the recovery bottom out and show signs of improvement in time to impact the February “point estimate”?
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