MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
January 13, 1998

9:00 a.m.
Attendees
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Rep. Brent Goodfellow
Thomas Bielen Jay B. Dansie
Wi illiam Barton Senator Pete Suazo
Douglas Durbano Merwin U. Stewart
Visitors:

Susie A dams, People H elping People
LeeD. Eaton, Mountain States A nalytical
David Salisbury, The Sutherland Ingtitute
Layne Meacham

Excused:
Melanie Hall
Fred Hunsaker
Senator Poulton
Steve Price

Conducted by Jm Keder, Chairman

Mr. Keder welcomed the board members and vistors to the meeting. Mr Keder then invited board members
DouglasDurbano, Senator Pete Suazo and Merwin U. Stewart to introduce themselvesand tell alittle bit about
their background so the other board memberscould get to know them. Mr. Keder then provided an opportunity for
the vistorsto introduce themselves. The minutes of the previous meeting held December 17, 1997 were approved
as presented following a motion from Mr. Dansie.

Mr. Keder then turned the meeting over to David Salisury of The Sutherland Ingtitute who gave a presentation
on privatization. The Sutherland Institute’s mission isto advance solutions to public policy issuesin U tah,
especially solutionsthat rely on the voluntary private sector as opposed to alwayslooking to government to solving
problems. The Sutherland Institute seesprivatization as an integral part of an effective and efficient government.

Mr. Keder then turned the meeting over to the board membersfor areview of legidation affecting privatization.
Representative Stephensindicated that she wasnot personally aware of any legidation that would affect
privatization. Senator Suazo pointed out that the effects might be felt more through the appropriation process
rather than by legislation.

Representative Goodfellow indicated that he would like the board to review some areasthat have already been
privatized to find out if in fact they are actually working. He mentioned the Utah State Fair, Workers
Compensation, 800 MH Z and Construction of Buildings(design build). Mr. Richins suggested a presentation from
the Salt Lake School Board on their experiences with the privatization of school busng. Mr. Durbano suggested a
review of the Utah State Bar and Senator Suazo suggested MINUTES
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areview of Youth Corrections. It was decided by the membersthat at least two of these suggested organizations



should beinvited to the next board meeting to discusstheir experiences, both pros and cons, of being privatized.

Mr. Kesler then turned the balance of the meeting over to the board to discusspotential privatization issues. The
board members came up with eight potential privatization issueswhich are: health services, transit services, prisons
(DU offenders), foster care and adoption services construction of buildings(design build), education (any aspect),
toll roads and finish privatization of emissons, inspection and registration of the car.

Mr. Keder than assigned Mr. Richinsand Ms. M oulton the task of sending out a survey to the board members so
they could rank the potential privatization issues

Mr. Durbano asked that a discusson of the privatization guiding principlesbe placed on the agenda for the next
Privatization Policy Board meeting. Mr. Richins agreed that it is important for thisboard to discussthose issue and
to either refine them or embrace them.

At the concluson of the meeting, Mr. Keder asked the membersif they would like to set a schedule for the next
several meetings. Membersdecided to schedule a policy board meeting on the second Tuesday of every month
through June at 9:00 am. T he location to be announced prior to each meeting. The next board meeting was set for
Tuesday, March 10, 1998 at 9:00 am. (Subsequently the next meeting was canceled.)



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD

April 14,1998
9:00 a.m.
Attendees
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Douglas Durbano
Jay B. Dansie Merwin U. Stewart
Wi illiam Barton Thomas Bielen

Senator Pete Suazo

Visitors:

DonnaDahl, Utah State Fairpark

Kay Pope, Salt Lake City School Didrict

LeeD. Eaton, Mountain States A nalytical
CharlesD. Brokopp, Utah Department of Health
W ayne Pierce, Utah Department of Health
David Salisbury, The Sutherland Ingtitute
Robert Lockyer, Small BusnessLeg. Task Force

Excused:

Rep. Brent Goodfellow
Melanie Hall

Fred Hunsaker

Senator Poulton

Steve Price

Conducted by Jm Keder, Chairman

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
January 13, 1998 were approved, with one correction, following a motion from Mr. Barton.

DonnaDahl - Utah State Fairpark
Mr. Keder then turned the meeting over to Donna Dahl who gave a presentation on the Utah State Fairpark. Ms.
Dahl indicated that the fird¢ mandate of the Fairpark isto provide the State Fair for the citizensof Utah.

About five yearsago the Legidature put together a task force composed of legidators and businessmen. They
vidted several fairsacrossthe country. One of them was Colorado State

Fair, and another was N ew M exico State Fair. Subsequently, the Utah State Fairpark was patterned after these
examplesand was made into a quad gate agency. It isintereging to note that both Colorado and N ew Mexico
State Fairshave since gone bankrupt and are now under control of their State Legidature.

Ms. Dahl indicated that privatization hasbeen a challenge for the Fairpark. They haveto be MINUTES
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innovative looking for private enterprise to come in to help generate revenue. Currently, an attraction they are
looking at isan aquarium and botanical garden from a company called AMS Planning and Research in Petaluma,



California. Another enhancement to the Fairpark isthe prospects of the east-west light rail. If the light rail had a
stop at the Fairpark, they could do a park and ride for downtown Salt Lake City and/or the Salt Lake International
Alirport. It would also provide additional walk through traffic for the aquarium and botanical garden.

USA Volleyball hasindicated that they would like to build a volleyball facility on the Fairpark, however, they
would use it for only nine monthsout of the year and they want the Fairpark to split the building costs.
Unfortunately, the Fairpark would not recoup any money since they cannot charge the athletes for parking when
they cometo practice. They can only charge for major volleyball tournaments. Another idea suggesed is to build
aBM X bike ring and skate boarding area on the grounds. The Fairpark hasalso entertained the idea of putting a
hotel on the White Ball Park.

The Fairpark hasa unique location. It isa very valuable piece of State property that needsto be used at itshighest
optimal level, yet still maintain the integrity of the State Fair. On April 21, 1998 there will be a meeting held of
private business people and planners from the state. They will be brainstorming to see if they can come up with a
master busnessplan that looksat the typesof facilitiesthat would work at the Fairpark and the revenue that they
would generate. Mr. Barton asked Ms. Dahl if she would notify the board of the results of the businessmeeting
being held on A pril 21%.

Kay Pope - Salt Lake City School District

Mr. Kesler then turned the meeting over to Kay Pope to give a privatization status briefing on school busing for Salt
Lake City School Digrict (ATTACHMENT A). Their budget for running the busprogram was $1,714,899. Tran
Spec’sbid was $ 1,218,735. T here were two other private bidders however their bids were more expensive than the
cost for the district to do the busing itself. In addition, with Tran Spec purchasing the district’sfleet it would infuse
$1,086,816 of capital into the Salt Lake School sysem. If you project that out over afive year period, Salt Lake
School Didgrict would be looking at a savingsclose to $3,832,643. Therefore, it appeared to be a good idea to
privatize the school busing program.

Tran Spec at thistime was successully running the transportation services for the Schools for the Deaf & Blind.
The problem Tran Spec ran into with Salt Lake City isthat a school district is much more sophisticated and there
ismuch more involved than running the transportation servicesfor the Schoolsfor the Deaf & Blind. The routes
are shorter and much more complex and the timingismuch tighter. Nevertheless, the main reason T ran Spec
failed is because their local managers didn’t seem to have a gragp on what it would take to run the program. To
begin with Tran Spec reorganized all the established bus routes. Subsequently, when school sarted they were
unable to pinpoint exactly where a sudent would get on a busand just how many children would be riding each
bus. Conseguently, it wasareal hit and misssituation which poisoned the public against them almost immediately.
Another critical factor in the failure wasthat the busdriversdid not support the privatization effort, even after
they were hired by Tran Spec.

Salt Lake isnot the only digrict that hastried privatizing school busng in Utah. San Juan, Logan and MINU TES
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part of Ogden have successully privatized their school busng programs. Based upon their experience, Salt Lake
School District didn’t see any reason not to privatize. “I think it wasjust our particular situation, our proximity to
televison stationsand Tran Spec’slocal management unwilling to make changesthat were clearly needed,” Kay
Pope summarized.

In April, Tran Spec cameto Salt Lake School District and indicated to them that they were not making a profit
and could no longer render their service unlessthey could get more money. At that timethe Salt Lake School
Didtrict felt it wasin their best interest to dissolve the relationship and take the busing program back. Since then,
Salt Lake School District has regained public support and bus drivers support.



Lee Eaton - Mountain States A nalytical

Mr. Keder then turned time over to Douglas Later of Mountain States A nalytical for a presentation on
environmental testing laboratories. Lee Eaton, Vice Presdent of Mountain States A nalytical, notified the board at
thistime that Mr. Later was unable to attend the meeting due to a family emergency and that he [Mr. Eaton] would
be stepping in for Mr. Later and make their presentation.

Mr. Eaton’s purpose in coming before the board wasto represent the interests of the Utah Independent Laboratory
A sociation (ATTACHMENT B). They analyz soil and water samples by approved analytical chemistry methods
to help clients achieve compliance with environmental regulations. Their indugtry issmall in Utah and last year
did an estimated volume of $15,000,000 in revenue.

Mr. Eaton feelsthat independent Iabs are faced with government competition from several sourceswithin the State.
These include the State itself, Counties, Municipalities and Higher Education. Thiscompetition isespecially
burdensome on their industry because they are so amall. For example, last year M ountain States Analytical did
about $3,000,000 of work. They paid about $300,000 in state and local taxes including income tax, salestax,
property taxes and licenses and fees In addition, their revenue was reduced because of government subs dized
competition. Mr. Eaton arguesthat other industries do not have to compete with the government so they don’t pay
thishidden tax. Mr. Eaton estimatesthistax cost the independent lab industry within Utah about $6,000,000 last
year. Therefore, Mr. Eaton arguesthat when society employs peoplein government to perform commercial
activities, we are really increasing the burden of government on the economy. Government should regulate the
work but not do the work. Case in point, waste disposal. The EPA requiresMunicipalitiesto test their waste when
they put it in amunicipal land fill. They have to test their ground water and soil contamination for metalsthat are
dangerousto the public such aslead. Some of thistesting isdone by private labs and some isdone by the State. Mr.
Eaton would prefer that all the testing should go to private industry. Mr. Eaton continued saying, “we are properly
certified by the State Laborat ory to independently test these things but it is aconflict of interest and self defeating
for the State to certify usand also compete with us.”

In closing, Mr. Eaton asked the board to advise state government, county government, municipal government and
higher education to cease competing with them and to out-source their environmental test work to the private
sector. He also encouraged the Board to introduce legidation that will prohibit the government from engaging in
commercial activities. Thislegidation he feelswill MINUTES
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eliminate current conflicts of interes, reduce the burden of government on the citizens of Utah and improve Utah’s
free market economy thus contributing in every way to awealthier society.

Charles Brokopp - Div. of Epidemiology and L aboratory Services
Mr. Keder then turned time over to Charles Brokopp, the Director, Department of Health, Divison of
Epidemiology and Laboratory Services, to briefly present the other side of the argument.

The Utah code clearly describesthe duties of the Utah Department of Health in great detail. Some of those duties
include the establishment of laboratory services to support public health programs and medical services herein the
state. It also spellsout that the Department of Health isto establish and enforce sandardsfor laboratory services
that are provided by any laboratory in the state when the purpose of the service isto protect the public health. The
code also indicatesthat the Department of Health isto establish and to operate programs necessary for the
promotion and protection of the public health. One of the core functions of public health in every statein the
nation isto provide esential laboratory servicesto support those programs. Every state hasa public health lab.
These labs provide some form of clinical testing to support publicly funded entitiesand to provide laboratory
services for regulatory agencies of the state government.

The public health lab in Utah hasalong tradition of meeting the needs of the citizens of the sate. The State



laboratory receives many phone calls for lead testing. These requests are referred to an environmental testing
laboratory near the site to be tested.

Regarding landfill monitoring, the State Lab does not do landfill monitoring testing. However, one exception to
that rule would beif a county government is having some type of a problem. Generally problems will surface when
samples are taken and are sent to a private laboratory for testing and another sample issent to another laboratory
and the reaultsare inconsigent. Mr. Brokopp indicated that the State then makes their lab services available to
help sort out the inconsgencies. Mr. Brokopp also indicated that the State Lab hasnever in any way actively gone
out and promoted their srvicesto anyone other than the sate, federal or local entitiesthat are supported by tax
revenues. The mission for the public health laboratory here in Utah isto provide essential |aboratory servicesto
publicly funded entities.

Privatization Issues Survey

Mr. Kedler then turnedtime over to Mr. Richins, to give the results of the potential privatization issues survey
(ATTACHMENT C). Mr. Keder recommended that the Board pick low profile, doable projects to showcase what
privatization can do for the people of Utah. Mr. Keder then suggested forming subcommitteesto gather information
for the Privatization Policy Board. Mr. Kesler asked Mr. Barton to chair a subcommittee to study the transit
servicesissue. Mr. Barton accepted and indicated he would contact Senator Poulton and see if he would like to
participate on thistransit services subcommittee. Mr. Keder then volunteered to chair the subcommittee
studying vehicle emissons and regigtration. Mr. Dansie volunteered to be on Mr. Kesler's subcommittee.
Representative Stephensindicated that she would like to see a subcommittee do a study on private prisonsfor DU |
offenders Mr. Durbano volunteered to chair thissubcommittee and Representative Stephensand Senator Suazo
volunteered to participate on thissubcommittee.
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Mr. Richinsthen briefly discussed per diem and mileage reimbursement for board members attending the policy
board meetings

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, May 12. (Location to be announced at alater date.)



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD

May 12, 1998
9:00 a.m.
Attendees
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Douglas Durbano
Fred Hunsaker Merwin U. Stewart
Thomas Bielen Rep. Brent Goodfellow

Senator Pete Suazo

Visitors:

Kevin Jacobs Salt Lake County A ssessor

Lee Gardner, Salt Lake County A ssessor

Viola Bodrero, Utah State Tax Commission
Rod Marrelli, Utah State Tax Commission

Bart Blackgock, Dept. of Public Safety

Dave Beach, Dept. of Public Safety

David Salisbury, The Sutherland Ingtitute
Robert Lockyer, Small BusnessLeg. Task Force

Excused:
William Barton
Jay B. Dansie
Steve Price

Not Present:
Melanie Hall
Senator Poulton

Conducted by Jm Keder, Chairman

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
April 14, 1998 were approved following a motion from Rep. Stephens.

MOTOR VEHICLE LICENSING and REGISTRATION

Mr. Keder invited Lee Gardner and Kevin Jacobsfrom Salt Lake County and Viola Bodrero and Rod M arrelli from
the State Tax Commission to addressthe Board regarding motor vehicle licensing and registration.

Mr. Gardner said that just the day before Salt Lake County had elected to give the motor vehicle functions back to
the state because the Legidature didn’t allocate enough funds to cover costs that Salt Lake County incurs.

W hen Salt Lake County took over the motor vehicle licensing and registration they wanted to implement
programs that would make it easier for the public to license and register their cars Subsequently, three types of
outsourcing or third party registration programs were implemented.

1) 18 different I/M stationsin Salt Lake County were authorized to issue motor vehicle renewals. (The
individual incurs an additional $10.00 fee if thismethod is utilized.)

2. New car dealershipswere authorized to supply license platesto their cusomersimmediately upon the
purchase of anew car.

3) The Independent A uto Dealers A ssociation were authorized to handle plate and title functions.

N ext a discussion regarding renewing registration by mail ensued. Renewal by mail is used only by 30-35% of
people. The percentage islessoutside of the Wasatch Front. Mr. Marrelli feelsthat to make the mail program



successful there needs to be an incentive/disncentive for people. For example, give a $5.00 discount if an
individual renewsby mail or charge a $5.00 fee if they do not.

Mr. Jacob visited Arizona last year and wasimpressed with the program they have implemented there. Essentially,
Ariznahasjoined in a partnership with third party vendorsto provide DMV services. Thispartnership decreases
time spent in DMV offices, uses free market to provide customerswith more choices, increases service avail ability,
and the serviceisat no cog to the State.

Senator Suazo requested that the State Tax Commission recommend some changesthat might be pursued by the
Legidature and submit it to thiscommittee so they can include in itsannual report to the Governor’s Office.

In conclusion, Mr. Jacobs gated that privatization isthe natural direction to go. He believes it can work, that thisis
thetimeto do it and the citizens of Utah are ready for it. He encouraged the committee to do whatever it can to
promote privatization in thisarea.

DRIVER LICENSING
Mr. Keder feelsthat the same problemsexig with driver licensing asit does with the licensing and regigration of
motor vehicles Therefore, Mr. Keder invited David Beach

and Bart Blackgock to addressthe board. Mr. Beach pointed out that they operate in a different environment than
the State Tax Commission. Since 1951 the responsibility for driver licensing has fallen under the Department of
Public Safety snce thisfunction is more law enforcing rather than arevenue source. However, they too have been
implementing outsourcing in various areas:

1) Since 1990 much of the written and road testing are taking place in the public high schools.

2. The majority of the 40 thousand new16 year old drivers each year go through driver education classes
taught through the public high schools.

3. There are 22 commercial driving schoolsin the state that teach roughly 5,000 people yearly to drive.
These schools are not allowed to do any written or road testing at thispoint due to the liability issue.

4. The Commercial Licensing program came into existence in 1989 from a federal initiative which

established a separate tier of licensing that isreferred to asCDL or Commercial Driver Licensing. Utah
currently has 1.3 million driversand between 65-70,000 of them are CDL holders Inthe CDL program,
the state hasthird party examiners, such as England Trucking Company, that conduct a majority of the
testing.

5. Theinsurance verification database has been outsourced to a third party vendor.

Mr. Keder invited Mr. Beach and Mr. Blackgtock to come back in Augug to give a comparison of the way Arizona
driver licensing operatesin a mostly privatized fashion verses how Utah operates.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, June 9™ at 9:00 am in Legidative Room 225.



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD

June 9, 1998
9:00 a.m.

Attendees:
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Douglas Durbano
Merwin U. Stewart Fred Hunsaker
W illiam Barton Thomas Bielen
Rep. Brent Goodfellow Steve Price

Senator L. Steven Poulton

Visitors:

Senator Howard A. Stephenson

Ed Radke, Coalition for Accountable Government

Drew Chamberlain, Coalition for A ccountable Government
F. Kenneth Olafson, Coalition for A ccountable Government
Bernie R. Diamond, Management & Training Corp

Michael Murphy, Management & Training Corp

David Salisbury, The Sutherland Ingtitute

Robert Lockyer, Small BusnessLeg. Task Force

Excused:
Jay B. Dansie
Senator Pete Suazo

Conducted by Jm Keder, Chairman

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
May 12, 1998 were approved following a motion by Representative Goodfellow.

Senator Howard A. Stephenson - S.B. 180

Mr. Keder then turned the meeting over to Senator Howard A. Stephenson who gave a brief presentation on
Senate Bill 180. The purpose for thislegidation wasto create a Privatization Enterprise Review Commisson and to
statutorily prohibit certain types of government competition with the private sector. ThisPrivate Enterprise
Review

Commission would have the legal authority to decide the legitimacy of a complaint and then to hear that
complaint and would also have the ability to issue an order that isenforceable in the courts. T he final version of the
bill established two areas,

environmental testing services and public pharmacies, that would not allow government to compete with the
private sector. Senator Stephenson intends to sponsor smilar legidation in the coming year.

Representative Goodfellow stated that he would like to see what thiscurrent board could accomplish rather than
introduce legidation to implement the proposed Privatization Enterprise Review Commission.
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Mr. Barton expressed his approval of thisbill gating that it sets forth the mechanicsto look at unfair government
competition issues. Mr. Barton then made a motion that the Privatization Policy Board should go on record as
endorgng the “general concept” of S.B. 180 and that the final bill should be brought before the Board subject to a
final review before receiving full endorsement. Mr. Durbano seconded the motion. The motion was approved with
three opposing votes by Mr. Bielen, Mr. H unsaker and Representative Goodfell ow.

Douglas Durbano - Privatization of Prison Facilities
Because of time congtraints Mr. Durbano’s subcommittee presentation was pogponed until Tuesday, Augug 11,
1998.

Bill Barton - Transit Services

Time wasthen turned to Mr. Barton for hissubcommittee’s presentation on Transt Services. Mr. Barton
introduced Ken Olafson the past chairmen for the Coalition for A ccountable Government to discus hisstudy “A
Case for Competitive Contracting of Public Transit Services.” Mr. Olafson basic pointsare 1) operating cogs per
mile are excalating on ayearly bass 2) costs per passenger per mile are escalating on a yearly bass, 3) income per
passenger isminuscule in rate of increase per pag year; and 4) the total passenger per mile isdecreasng. Therefore,
according to Mr. Olafson present day bottom-line profits attributed to UTA appear to exist only asa result of
taxpayer funded subsidies. He recommends other avenues such as competitive contracting which can result in
improved serviceswith less subsidies by local and national taxpayers. Case in point, Miami, Horida has
approximately 400 private passenger vans carrying 50,000 passengers a day without taxpayer subsdy. UTA uses
approximately 280 (40ft.) busesto carry the same number of passengersin Salt Lake County with at least a $23
million annual subsidy. Competitive contracting resultsin greatly improved public transit cost effectiveness
because a competitive environment produces products for lower costs than a non-competitive environment.
Competition is better than a monopoly. “The purpose for competitive contracting the supply of the UTA s services
isnot to quedion the integrity or impugn the services supplied by UTA . Instead, the purpose isto install a “market
mechanism” into amonopolistic environment,” stated Mr. Olafson.

Mr. Keder closed the meeting with areminder that there would be no Privatization Board meeting for the month of
July. Meetingswould resume A ugugt 11, 1998 at 9:00 am in room 225 of the State Capitol.



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
August 11, 1998

9:00 a.m.
Attendees:
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Thomas Bielen
Merwin U. Stewart Fred Hunsaker
W illiam Barton Jay B. Dansie
Senator Pete Suazo Rep. Brent Goodfellow
Visitors:

Blair Evans, Dept. of Corrections

Dave Beach, Dept. of Public Safety

Skip Nielsen, Dept. of Public Safety

Bart Blackgock, Dept. of Public Safety

FerrisGroll, Dept. of Public Safety

Jmmie Stewart, M anagement & Training Corp.
Bernie R. Diamond, Management & Training Corp.
David Salisbury, The Sutherland Ingtitute

Excused:

Douglas Durbano

Senator L. Steven Poulton
Steve Price

Conducted by Jm Keder, Chairman.

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
June 9, 1998 were approved following a motion by Mr. Stewart.

DRIVER LICENSIN G

Mr. Keder then turned the meeting over to Mr. Beach, Mr. Blacksock and Mr. Nielsen to give a brief presentation
on thereport compiled by Mr. Nielsen entitled, Privatization and Partnership initiativesin Arizona and Oregon Driver
Licensing Agencies A copy of Mr. Nielsen’sreport is attached.

Representative Goodfellow made amotion that the Privatization Policy Board go on record as supporting the
concept of, or at least exploring the possbility of preparing legislation to consolidate driver licensing and vehicle
registration functions. The motion was seconded by Mr. Barton and was approved unanimously.

Mr. Barton then requested that Mr. Richins and Mr. Dansieresearch and identify any satuary or legal impediments
that might negatively impact privatization of these areas including any statues that may need to be amended. T he
results of thisresearch would then give the Privatization Policy Board direction towardsdrafting a resolution to get
thisprocessmoving.
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MANAGEMENT & TRAINING CORPORATION

Mr. Keder then turned the balance of the meeting over to Bernie R. Diamond, Sr. Vice Presdent of Management
& Training Corporation (MT C) of Ogden and Jmmy Stewart, warden of the Promontory facility in Draper, Utah
operated by MTC. MTC wasfounded in December of 1980 by acquiring the busness of the Education and
Training Divison of the Thiokol Corporation. T he correction facility management has grown to become a major
divison of MTC. MTC operatesa 424 bed correctional facility for California; a 450 bed substance abuse treatment
facility for Arizona; a 1,700 bed gate jail for Texas; a 48 bed juvenile facility for Garza County; and a 400 bed pre-
release and return-to-custody facility for Utah.

In July 1994, U tah awarded MTC with a contract to build and operate a 400 bed pre-release, probation and parole
violator center in Draper. The Promontory facility providesshort-term programming in a secure stting for inmates
who are serving the final 90 days of their ntence. Mr. Stewart pointed out that Promontory givesthe inmates
educational programsincluding substance abuse treatment, literacy and life skills courses, family counsdling,
individual and group therapy, employment searches and job skills assessment.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, September 8 at 9:00 am in Legidative Room 416.



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
September 8, 1998

9:00 a.m.
Attendees:
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Thomas Bielen
Merwin U. Stewart Fred Hunsaker
W illiam Barton Jay B. Dansie
Steve Price Rep. Brent Goodfellow
Visitors:

Bob W ard, Standard Examiner
Michael Packard, Concerned Citizen

Excused:

Douglas Durbano

Senator Pete Suazo
Senator L. Steven Poulton

Conducted by Jm Keder, Chairman.

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
Augug 11, 1998 were approved following a motion by Mr. Stewart.

RESOLUTIONS
Mr. Keder then turned the meeting over to Mr. Barton to review histwo busing resolutions.

Mr. Barton distributed aresolution regarding UTA Bus Contracting to the Board.

Rep. Goodfellow pointed out that thisresolution wastoo premature and that UTA should have an opportunity to
come before the Board and present aresponse to Mr. Olafson, Coalition for A ccountable G overnment, June 9,
1998 presentation. Mr. Barton agreed and withdrew hismotion. Mr. Richinswasthen assigned to contact John
Inglish of UTA and invite him to the November meeting giving him an opportunity to respond to Mr. Olafson’s
presentation.

Resolution - Private Bus Contracting for U tah Schodl Digricts (Attachment A)

A motion was made by Mr. Barton and seconded by Rep. Stephens. Thisresolution passed with one dissenting vote
by Mr. Bielen. Rep. Stephensasked that thisresolution be sent to the State Office of Education and recommend
that they digributeit to the school districts.

Mr. Richinsthen passed out aletter (Attachment B) from Kay Pope, Director of Purchasing for Salt Lake City
School Didrict, dealing with an issue that the Board needs to be aware of that may negatively impact the
privatization of school busng. Salt Lake City School Digrict hasbeen in alitigation proceeding over the
exemption of fuel tax for Tran Spec’s use of fuel for the transportation of the Digtrict’schildren. The Tax
Commission prevailed over the Digtrict on thisissue. The School District feelsthat thisdecision places a
significant impediment in the path of future privatization efforts.
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STATUARY IMPEDIMENTS RESEARCH UPDATE

Atthelas board meeting Mr. Richins and Mr. Dansie were asked to investigate whether there were any gatutory
impediments to greater privatization in the areas of motor vehicle regigration and driver license renewals In
response, Mr. Richins and Mr. Dansie explained how they sat down with the databases of all the state codesand
rulesand searched the sectionsthat would apply to those particular agencies. Once having found these sections
they researched to see if they could identify any statutory impediments. Their analyssconcluded that there were
none. However, they felt it best to write to Rod M arrelli a the State Tax Commission and also to Dave Beach at
the Driver License Divison and asked them if they would also review their statutes and identify any impediments
they may have missed. Both Mr. Marrelli and Mr. Beach were invited to present their findingsbefore the Board, or
if more convenient, submit their findingsin writing. These findingsmay be available at the next meeting.

RECOMMENDATIONS FOR ANNUAL REPORT
Mr. Kedler reminded the Board that in December he would like the reports from each committee to be ready to
submit to the Governor. He recommended that each committee make their reports short and concise.

OTHER BUSINESS

Mr. Keder then reviewed the presentations the Board has heard so far thisyear and asked if anyone would be
opposed to hearing one more presentation dealing with either education or adoption services. Rep. Stephens said
she would like to see the Board invitethe State A doption Advisory Council to come and give areport on their
privatization efforts during the N ovember privatization meeting.

Rep. Stephensthan mentioned she had two items she wanted to point out. Frg, if the Board plansto study and
possibly create a piece of legidation regarding Byron Fisher'srecommendation for getting the Legidature to provide
tax exemption for all privatization contracts, then the Board should not wait much longer. Second, by statute,
when a state agency has a proposal to privatiz part of the servicesthat they render, they are required to present
their plan to the Privatization Policy Board prior to implementation. Board members decided that a notification
letter should go out to all agenciesoutlining thisrequirement. However, before sending out thisletter, Rep.
Stephens aked that all Board members study the current statue and Senator H oward Stephenson’s proposed bill
and think about waysto make thisBoard a more effective resource.

Michael Packard, Sandy City Engineer, asked permisson to come before the Board. He testified about the
challengesthe Board would have in recommending privatization of UTA because of the dollarsflowing from
W ashington D.C. rewarding an inefficient system.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, October 13 at 9:00 am in room 225 of the State Capitol.



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
October 13, 1998

9:00 a.m.
Attendees:
Jm Keder, Chairman Fred Hunsaker
Jay B. Dansie, Vice Chair Rep. Nora Stephens
DouglasRichins, Secretary Thomas Bielen
Merwin U. Stewart Senator Pete Suazo
Wi lliam Barton Senator L. Steven Poulton
Visitors:

H.L. (Pete) Haun, Utah Dept. of Corrections

Gary Dalton, Utah Dividgon of Youth Corrections, Dept. of Human Services
Bob W ard, Standard Examiner

David Salisbury, The Sutherland Institute

Excused:

Douglas Durbano
Steve Price

Rep. Brent Goodfellow

Conducted by Jm Keder, Chairman.

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
September 8, 1998 were approved following a motion by Mr. Hunsaker.

UTAH DEPARTMENT of CORRECTIONS

Mr. Keder then turned the meeting over to H.L. (Pete) Haun, Executive Director of the Utah Department of
Correctionsto give a presentation on his Departments’ efforts with privatization. “Corrections has been growing
dramatically over the last 10 years. In an attempt to addressthisgrowth, Corrections has pursed a number of
options, utilizng other public sector and private sector entities to provide needed services and housing
(Attachment A). However, because of the nature of the offender population, some of thisgrowth must remain
under direct control of the state. Our plan for dealing with growth in the next five years combines increasng sate
operated services while also adding to our contracts with private and public organizations,” stated Mr. Haun.
Correctionshasathree pronged approach: 1)Utilizing privatized correctional facilities; 2) Contracting with county
jails; and 3) Increasing some state facilities.

UTAH DIVISION of YOUTH CORRECTIONS
Once Mr. Haun wasfinished with hispresentation, Mr. Keder turned the meeting over to

Gary Dalton, Director of the Utah Division of Youth Correctionsto give hispresentation on Youth Corrections
efforts with privatization. “Over the lag five years Youth Corrections has experienced an increase in youth offender
populations. Thisgrowth ssemsfrom public policiesset out by the Legidature, Executive Branch and/or Judicial
Branch rather than by population growth. Like Corrections, some of Youth Corrections growth must remain under
direct control of the state. Consequently, no more than 25 to 30% of any project isprivatized within Y outh
Corrections. Mr. Dalton distributed a one page handout MINUTES
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identifying the current private sector contracts Youth Corrections utilizes (A ttachment B).



Mr. Dalton mentioned four pointsregarding Youth Corrections experience with privatization: “1) Y outh offenders
are wardsof the state and not of the private entities. Therefore, the state isalways going to be liable for the kids. If
something goeswrong with the private entity, it isour neckson theline; 2) Most of the time we have utilizd a
design build operation, private entities want their profit margin built in. Consequently, these automatic
adjustments become problematic to the state; 3)Thereisno profit margin in smaller facilities. Youth Corrections
would be happy to entertain privatizing the smaller facilities, but we have no private entitiesthat want to bid; and
4) One major advantage of privatization isthe federal government will reimburse us M edicaid dollars for privately
run institutionswhereas they won’t reimburse state institutions.” Thisfederal reimbursement isa 6 to 8 million
dollar revenue source for Youth Corrections every year.

STATUARY IMPEDIMENTS RESEARCH UPDATE
Mr. Richins digributed a letter from David Beach, Driver License Divison, responding to the Boardsrequest for a
review of their statutes that may negatively impact privatization (Attachment C).

OTHER BUSINESS
The Board decided to invite Byron Fisher to the December Privatization Policy Board meeting to discuss his
recommendation to the Legid ature regarding giving an exemption from state taxeson all privatization contracts.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, November 10 at 9:00 am in room 414 of the State Capitol.



MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
N ovember 10, 1998

9:00 a.m.
Attendees:
Jm Keder, Chairman Rep. Nora Stephens
DouglasRichins, Secretary Rep. Brent Goodfellow
William Barton Senator Pete Suazo
Merwin U. Stewart Senator L. Steven Poulton

Thomas Bielen
Douglas Durbano

Visitors:

Bob W ard, Standard Examiner

Bob Lockyer, Small BusnessLeg. Task Force

Drew Chamberlain, Coalition for A ccountable Government
LesEngland, A doption A dvisory Council

Ken Montague, Utah Transit Authority

Steve Booth, UTA Local 382

Excused:

Jay B. Dansie, Vice Chair
Fred Hunsaker

Steve Price

Conducted by Jm Keder, Chairman.

Mr. Kesler welcomed the board members and visitors to the meeting. The minutes of the previous meeting held
October 13, 1998 were approved following a motion by Mr. Barton.

ADOPTION ADVISORY COUNCIL

Mr. Keder then turned the meeting over to LesEngland, Chairman of the Adoption A dvisory Council, to give a
report on their research into privatization of adoptions. The A dvisory Council was appointed by the Governor and
the Division of Child & Family Services and ischartered to hear issues regarding foster care and adoption functions.

Oneissue Rep. Stephens brought before the A dvisory Council was the issue of privatization of adoptions. The
State of Kansashas privatized their entire foster care system for the last three years with great success Under their
contract, it coststhe state of Kansas $13,000 per adoption. Rep. Stephenswanted to adopt Kansas plan, but
wanted the A dvisory Council to research into it further to seeif it would work in Utah. The A dvisory Council’s
preliminary conclusion, A fter six to eight months of research, isthat the Kansasmodel is not going to work in the
state of Utah. There are two reasons. 1) There are no private agencies here that are willing to undertake thistype of
aprogram or system regardless of the money that may be paid to them; and 2) The Division of Child & Family
Servicesisactually doing a better job than 80% of the private agencies outside the state.

Consequently, the A dvisory Council has adopted the approached towards thisissue that “if it isn’t broke don’t fix
it.” Senator Poulton expressed some concern with the management of the Division of
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Child & Family Services. Mr. England agreed, “W e don’t think our system iscompletely broke, we think there are
flawsin the Dividon of Child & Family Services, there are definitely some problemsthey have had and continue to
have, but to throw the whole syssem out and then try to turn it over to the private sector is not financially feasible
or practical since no private agenciesare interested in taking it on. If a “gatekeeper” agency could be created, then
the Adoption A dvisory Council would support the concept of privatization.”

Instead, of turning the entire foster care program over to the private sector, the A dvisory Council has broken down
the whole foster care system into three separate areas 1) recruitment of appropriate families 2) permanent
placement; and 3) post-placement support. The Advisory Council iscurrently researching each of the three areasto
determine if there are certain aspects that may be subject to and may be appropriate for the private sector. Mr.
Richinsquegioned if the Advisory Council or the Divison of Child & Family Services had ever contemplated
experimenting with privatization of thisfunction by trying to solicit proposalsto provide adoption servicesfor a
smaller portion of the state. Mr. England indicated that they had not discussed this.

The Board decided to invite to the December meeting Robyn Arnold-W illiams, Executive Director of Human
Services, and Ken Patterson, Director of the Divison of Child & Family Services, to addressthe issue of
Privatization of Adoptions. (Note, both Ms. Arnold-Willams and Mr. Patterson are unable to attend the December
meeting. Both would like to come to the following meeting to addressthisisaue.)

UTAH TRANSIT AUTHORITY

Once Mr. England wasfinished with hispresentation, Mr. Keder turned the meeting over to Ken M ontague,
Finance Director for Utah Transit A uthority to give hispresentation on UTA 'sefforts with privatization. A copy of
the higory of privatization at U TA isattached.

“Private sector involvement in UTA programs will be continued whenever feasible and when consisent with UTA
operational goals. Private sector participation will be encouraged in the provision of new and/or expanded transit
serviceswhere cost effectiveness and consisency with UTA's Strategic Plan can be documented,” said Mr.

M ontague.

OTHER BUSINESS

Mr. Keder reminded the Board about their position papers. “Write a one page position paper and forget the
legalities. Remember, our position isto give an objective view in ashort report and from that we are going to
accomplish something,” said Mr. Keder.

Mr. Richins brought to the Board’s attention that the resolution for school busing passed in September’s meeting
contained inaccurate information. Logan School Digrict, identified as currently usng private busing, does not
contract with the private sector, but contractswith another school district. Mr. Keder asked Mr. Barton to correct
the resolution and bring it before the Board at the December meeting.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
Tuesday, December 8 at 9:00 am in room 414 of the State Capitol.
MINUTES
UTAH STATE PRIVATIZATION POLICY BOARD
D ecember 8, 1998
9:00 a.m.

Attendees:
Jm Keder, Chairman Douglas Durbano



Jay B. Dansie, Vice Chair Fred Hunsaker

DouglasRichins, Secretary Rep. Nora Stephens
Wi lliam Barton Senator Pete Suazo
Thomas Bielen Senator L. Steven Poulton

Sharlene McFarland

Visitors:

Michael Hepner, Utah School Employees A ssociation

David Winder, Utah Dept. of Community & Economic Development
M. Byron Fisher, Attorney at Law

Excused:

Rep. Brent Goodfellow
Merwin U. Stewart
Steve Price

Conducted by Jm Keder, Chairman.

Mr. Keder welcomed the board members and vistors to the meeting. Mr. Keder invited the newes board member,
Sharlene M cFarland, to introduce herself. The minutes of the previousmeeting held November 10, 1998 were
approved, with one correction and an addition to the language, following a motion from Mr. Barton.

TAX IMPLICATIONS ON PRIVATIZATION EFFORTS - M. Byron Fisher

Mr. Keder then turned the meeting over to M. Byron Fisher, a private attorney who represents Salt L ake School
District, to discuss hislitigation over the exemption of fuel tax purchased by Salt Lake School Digrict and used by
its former school busng contractor, Tran Spec. The Tax Commission ruled against the school district and required
payment of tax on the fuel because Trans Spec “used” the fuel, even though the use wasfor a public purpose. A
copy of the ruling was provided to the board in a previous meeting. Mr. Fisher feelsthat thisdecison places a
significant impediment in the path of future privatization efforts. “We took that caseto the Tax Commission in
litigation because we wanted a decison asto what wasintended asthe term of “use” of fuel and whether it would be
taxed. W e knew what the decison would be, but by obtaining a decison in that form we can then propose to the
Legidature to redefine the term “use’ for the propose of avoiding one governmental entity paying taxesto another
governmental entity when all the money comesfrom the same pot,”stated Mr. Fisher.

Mr. Durbano commented to the Board that if they are going to make a recommendation to the Legidature or the
Governor the goal should bethat a government agency should not tax another government agency. Mr Durbano
made a motion that the Board should issue a statement or a short letter aspart of their report that in order to allow
privatization or to encourage privatization the Legidature should adopt the goal of fairnessin taxation that a private
entity providing the privatized function for a public entity would be taxed to the same degree for services rendered
to aschool district MINUTES
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or agovernmental agency asthat governmental agency would be taxed. Mr. Barton seconded Mr. Durbano’s
motion. Mr. Bielen commented that he was reluctant to consider Mr. Durbano’s motion for three reasons. Firg, this
islegidation that hasn’t been run or sponsored yet; second, the burden of taxes hasnever been an issue in any of the

presentations heard before the Policy Board; and third, private entitiesare for profit. If taxes are waived for them
wouldn’t the state be subsdizing them? Mr. Barton agreed and suggested that the aim should beto get the
resolution on theinterim study lis for next year. Mr. Keder asked Mr. Durbano to write a short formal resolution
and bring to the next meeting.



PROPOSED PRIVATIZATION OF THE DCED NATIONAL BUSINESSRECRUITMENT FUNCTION
Mr. Richinsintroduced David W inder, Executive Director of the Utah Dept. of Community & Economic
Development who's purpos before the Board wasto provide notice of hisdepartment’sintent to privatize N ational
Business Recruitment function within the Division of Busness Development. Mr. Winder indicated that presently
there are two organizations that recruit businessto Utah; the Economic Development Corporation of Utah which is
a public private partnership and is centralized in Salt Lake County and the National Budness Recruitment Group
within the Depart ment of Community & Economic Development. T he two groups duplicate each other and cause
confusion among businessout of state. N either of these two organizations has enough critical mass, or funding to
employ specialig in certain areas, such asin recruiting high technology firms. Mr. Winder feelsthat these problem
would be olved if these two organizationswere combined. A task force gudied thisproblem and they
recommended that these two organizations be combined under the Economic Development Corporation of Utah,
though Mr. Winder indicated that the privatization would happen via a competitive Request for Proposal process
and any firm could respond and be considered asthe private contractor. He indicated that none of the affected
employeeswere career rvice employees The state employeeswould be loaned to the private contractor for a
period of about 6 months, then they would be offered the option of either becoming employees of the private
contractor, or perhaps be offered another position at DCED.

UTAH SCHOOL EMPLOYEESASSOCIATION - SCHOOL BUSING

Michael Hepner, Executive Director of the Utah School Employees A ssociation appeared before the board to
comment on the Board's resolution regarding private bus contracting for school didricts. Hisorganization
represents public school bus drivers. After Mr. Hepner reviewed the resolution he requested to meet with the
board. He verbally presented hisarguments against the resolution. Mr. Hepner’'s comments are contained in the
attached letter, which he submitted to the board, dated December 7, 1998. (A ttachment A)

RESOLUTIONS
Mr. Keder then turned the meeting over to Mr. Barton to review histwo busing resolutions.

Resolution - Private Bus Contracting for U tah School Digricts (Attachment B)

Following discussion and rewording, a motion was made by Rep. Stephensand seconded by Mr. Durbano to approve
the resolution on attachment B on Private Bus Contracting for Utah School Digrictsand to replace thisresolution
with the one adopted on September 8,1998. The resolution MINU TES
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was approved with two dissenting votes by Mr. Bielen and Ms. McFarland. Rep. Stephens asked that thisresolution
be sent to the State Office of Education and recommend that they distribute it to the school digricts. Senator
Suazo asked Mr. Richinsto correspond with the school districts mentioned in the resolution who are currently
contracting with private companies to provide their school busservices and ask them what their experience has
been with private school bus contracting.

Resolution - UTA Bus Contrading (Attachment C)
A motion was made by Rep. Stephensand seconded by Mr. Durbano to approve the resolution offered by

Mr. Barton regarding UTA Bus Contracting (found on Attachment C). Thisresolution passed with two disenting
votes by Mr. Bielen and Ms. McFarland. Rep. Stephens asked that thisresolution be distributed to UTA board
members.

Mr. Keder closed the meeting with areminder that the next Privatization Policy Board meeting will be held on
W ednesday, January 13, 1999 at 9:00 am in room 5112 of the State Office Building. (Subsequently the time of the
next meeting was changed to 10:30 am.)





