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  House Hearing Room 4 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of December 14, 2010. 
  
- DIRECTOR'S REPORT (if necessary). 
  
- EXECUTIVE SESSION - Arizona Department of Administration, Risk Management Services - 

Consideration of Proposed Settlements under Rule 14. 
  
1. ADOPTION OF COMMITTEE RULES AND REGULATIONS. 
  
2. STATE LAND DEPARTMENT - Review of Establishing Fees in Rule. 
  
3. JLBC STAFF - Consider Approval of Index for School Facilities Board Construction Costs. 
  
4. ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
  

 
  
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
4/11/11 
lm 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

 
December 14, 2010 

The Chairman called the meeting to order at 3:15 p.m., Tuesday, December 14, 2010, in Senate 
Appropriations Room 109.  The following were present: 
 
Members: Senator Pearce, Chairman Representative Kavanagh, Vice-Chairman 
 Senator Braswell Representative Biggs 
 Senator Gray Representative McComish 
 Senator Harper Representative Murphy 
 Senator Pierce Representative Williams 
 Senator Rios  
  
Absent:  Senator Aboud Representative Cajero Bedford 
  Senator Aguirre Representative Campbell 
 Representative Heinz 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of October 6, 2010, Chairman 
Russell Pearce stated that the minutes would stand approved. 
 
ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
 
Ms. Marge Zylla, JLBC Staff, stated this item is a review of allocation of settlement monies from 2 
settlements:  1) a $250,000 settlement resulting from mediation as part of ongoing Average Wholesale Price 
litigation with pharmaceutical companies, of which $227,500 will be deposited into the Consumer Protection-
Consumer Fraud Revolving Fund and $22,500 will go toward outside counsel compensation; and  2) a 
$1,181,400 settlement from a consent judgment with Pulte Homes, of which $281,400 is designated to 
compensate Arizona consumers, $500,000 will be deposited into the Consumer Protection-Consumer Fraud 
Revolving Fund, $100,000 will fund the publication of new educational materials, and $300,000 will go 
toward Attorney General costs and investigative expenses.  The JLBC Staff recommended a favorable review. 
 
Representative Kavanagh moved that the Committee give a favorable review to the Attorney General’s 
allocation plans of settlement monies totaling $1,431,400.  The motion carried. 
 
EXECUTIVE SESSION  
 
Representative Kavanagh moved that the Committee go into Executive Session.  The motion carried. 
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At 3:20 p.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Representative Kavanagh moved that the Committee reconvene into open session.  The motion carried. 
 
At 4:37 p.m. the Committee reconvened into open session. 
 
A. State Department of Corrections - Review of Request for Proposals for 5,000 Private Prison 

Beds per A.R.S. § 38-431.03A2. 
 
Representative Kavanagh moved that the Committee give a favorable review to the department’s proposal on 
this item.  The motion carried. 
 
B. State Department of Corrections - Report on Proposed Correctional Health Services Per 
 Diem Rates per A.R.S. § 38-431.03A2. 
 
This item was for information only and no Committee action was required. 
 
C. Arizona Department of Administration - Risk Management Services - Consideration of 

Proposed Settlements under Rule 14. 
 
Representative Kavanagh moved that the Committee approve the recommended settlement proposal by the 
Attorney General’s Office in the cases of: 
 
• Thomas v. State of Arizona  
• Scott v. State, et al.   
 
The motion carried. 

 
D. Annual Performance Review per Rule 7. 
 
This item was for information only and no Committee action was required. 
 
Without objection, the meeting adjourned at 4:50 p.m. 
 
Respectfully submitted: 
 
 ______________________________________ 
 Sandy Schumacher, Secretary 
 
 
 
 ______________________________________ 
 Richard Stavneak, Director 
 
 
 
 ______________________________________ 
 Senator Russell Pearce, Chairman 
 
 
 
 
NOTE: A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.  
A full video recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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DATE:  April 11, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
FROM: Richard Stavneak, Director 
 
SUBJECT: Adoption of Committee Rules and Regulations 
 
 
The Committee will consider the attached rules and regulations for adoption at its April 14th 
meeting.   
 
RS:lm 
Attachment 
 



 JOINT LEGISLATIVE BUDGET COMMITTEE OF ARIZONA 
 
 RULES AND REGULATIONS 
 
 RULE 1 
 
NAME OF COMMITTEE AND METHOD OF APPOINTMENT 
 
The name of the Committee is the Joint Legislative Budget Committee, hereinafter referred to as the Committee, 
consisting of sixteen members designated or appointed as follows: 
 
1. The majority leaders of the Senate and House of Representatives, the Chairmen of the Senate and House of 

Representatives Appropriations Committees, the Chairman of the Senate Finance Committee and the 
Chairman of the House of Representatives Ways and Means Committee. 

 
2. Five members of the Senate and five members of the House of Representatives who are members of their 

Appropriations Committees shall be appointed to the Committee by the President of the Senate and the 
Speaker of the House of Representatives, respectively. 

 
 
 RULE 2 
 
STATUTORY POWERS AND DUTIES OF THE COMMITTEE 
 
1. The Committee shall ascertain facts and make recommendations to the Legislature relating to the State 

budget, revenues and expenditures of the State, future fiscal needs, the organization and functions of State 
agencies or divisions thereof and such other matters incident to the above functions as may be provided for 
by rules and regulations of the Committee. 

 
2. The Committee shall promulgate rules and regulations for the operation of the Committee. 
 
3. The Committee shall have the powers conferred by law upon legislative committees. 
 
4. The Committee shall make studies, conduct inquiries, investigations and hold hearings. 
 
5. The Committee may meet and conduct its business any place within the State during the sessions of the 

Legislature or any recess thereof and in the period when the Legislature is not in session. 
 
6. The Committee may establish subcommittees from the membership of the Legislature and assign to such 

subcommittees any study, inquiry, investigation or hearing, with the right to call witnesses, which the 
Committee has authority to undertake. 

 
 
 RULE 3 
 
CHAIRMAN OF THE COMMITTEE 
 
The Chairman of the House of Representatives Appropriations Committee shall have a term as Chairman of the 
Committee from the first day of the First Regular Session to the first day of the Second Regular Session of each 
Legislature and the Chairman of the Senate Appropriations Committee shall have a term from the first day of the 
Second Regular Session to the first day of the next Legislature's First Regular Session. 
 
 
 RULE 4 
 
COMMITTEE PROCEEDINGS 
 
The Committee proceedings shall be conducted in accordance with Mason's Manual of Legislative Procedure, 
except as otherwise provided by these rules. 
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 RULE 5 
 
SUBCOMMITTEES 
 
The Committee may establish subcommittees from the membership of the Legislature and assign to such 
subcommittees any study, inquiry, investigation or hearing with the right to call witnesses which the Committee has 
authority to undertake.  Each such subcommittee shall include in its membership an equal number of Senate and 
House of Representatives members. 
 
 
 RULE 6 
 
QUORUM 
 
A majority of the members of the Committee shall constitute a quorum for the transaction of business. 
 
 
 RULE 7 
 
LEGISLATIVE BUDGET ANALYST 
 
The Legislative Budget Analyst (hereinafter “Director”) shall be the Staff Director and the Chief Executive Officer 
of the Committee.  The Director shall be appointed by the Committee and shall serve on a full-time basis.  The 
Committee shall annually review the Director’s performance and THE COMMITTEE OR THE CHAIRMAN AND 
VICE CHAIRMAN SHALL determine the Director’s salary within the limits prescribed by law.  The Chairman of 
the Committee may appoint a subcommittee to make recommendations concerning these matters.  
 
In addition to the responsibilities prescribed by A.R.S. § 41-1273, the duties of the Director shall include any duties 
which shall be assigned by the Committee, including the following: 
 
1. Compilation of information for the Committee. 
 
2. A continuous review of State expenditures, revenues and analysis of the budget to ascertain facts, compare 

costs, workload and other data and make recommendations concerning the State's budget and revenue of 
the departments, boards, commissions and agencies of the State. 

  
3. Act as administrative head of the Committee Staff, with authority to hire and dismiss such personnel as 

may be necessary for the proper conduct of the office, and fix compensation of staff members within any 
limits set by the Committee. 

 
4. Maintain the records and files of the Committee. 
 
5. Shall make special reports for presentation to the Committee and to others as directed by the Committee. 
 
6. Attend all meetings of the Committee and such other meetings and hearings as are necessary to facilitate 

the work of the Committee. 
 
7. Examine as to correctness all vouchers for the expenditure of funds appropriated for the use of the 

Committee. 
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 RULE 8 
 
AGENDA FOR MEETINGS 
 
An agenda for each Committee Meeting shall be prepared by the Director and, whenever possible, mailed or 
delivered to members of the Committee, not less than one week prior to the meeting.  The Director must have at 
least three weeks prior notice for any state agency-requested items that appear on the agenda, unless the Chairman of 
the Committee approves of a later submission. 
 
 
 RULE 9 
 
ORDER OF BUSINESS 
 
The Order of Business at a Committee meeting shall be determined by the Chairman of the Committee.  It shall 
normally be as follows: 
 

1. Call to order and roll call 
2. Reading and approval of minutes 
3. Director’s Report [if any] 
4. Executive Session (including Rule 14 items) 
5. Items requiring Committee review and/or approval 
6. Other Business - For Information Only 
7. Adjournment 

 
 
 RULE 10 
 
DISBURSEMENTS 
 
1. All expenditures of the Committee shall be by vouchers properly itemized and supported by receipts and 

shall be approved by the Director when authorized by the Chairman of the Committee. 
 
2. All contracts and studies authorized by the Committee shall be approved by the Committee after 

examination. 
 
 
 RULE 11 
 
MEETINGS OF THE COMMITTEE 
 
The Committee shall meet at such times and places as the Committee may determine, but in any event, no less than 
once in each calendar quarter.  Additional special meetings may be called by the Chairman or by a majority of the 
members of the Committee. 
 
 
 RULE 12 
 
ADOPTION AND AMENDMENT OF THE RULES AND REGULATIONS 
 
These rules and regulations shall be adopted and may be amended by a majority vote of the members of the 
Committee, provided that a quorum is present. 
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 RULE 13 
 
FISCAL NOTES 
 
1. The President of the Senate and the Speaker of the House of Representatives or their designees may each 

designate bills that shall have a fiscal note prepared regarding their impact. 
 
2. The JLBC Staff shall prepare the fiscal notes utilizing an impact period that covers the full cost of the 

legislation.  The fiscal notes shall indicate any local fiscal impact, where appropriate. 
 
3. Fiscal notes shall not contain comments or opinions on the merits of the bill. 
 
4. Exceptions to the procedure set forth in this rule shall be permitted with the approval of the Chairman and 

Vice Chairman of the Committee. 
 
5. The Committee may amend or suspend this rule or any subsection hereof by a majority vote of those 

present and eligible to vote. 
 
6. Procedures to implement this rule shall be prepared by the Director and approved by the Chairman and 

Vice Chairman of the Committee. 
 
 
 RULE 14 
 
STATE LIABILITY CLAIMS - PROCEDURE FOR SETTLEMENT WHEN COVERED BY RISK 
MANAGEMENT SELF-INSURANCE FUND 
 
1. General provisions for presentation of settlement to the Committee: 
 

A. Settlements of $250,000 or less do not require approval of the Committee pursuant to A.R.S. § 41-
621(N).  All proposed liability settlements must be presented to the Committee in accordance with 
these provisions and accompanied by a report containing the information specified in Paragraph 3. 

 
B. The report shall be filed with the Chairman of the Committee seven days before the meeting 

scheduled to consider the settlement proposal. 
 

C. A limited number of items may be excluded from the written report and presented orally at the 
Committee meeting, if the Attorney General and Risk Management Division find the exclusion to 
be absolutely necessary for the protection of the State's case. 

 
D. All Committee settlement proceedings and material prepared for such proceedings shall be 

required to be kept confidential. 
 

E. Any plaintiff's inquiries regarding Committee meeting dates, times and agendas should be directed 
to the Attorney General's Insurance Defense Section which shall consult with the JLBC Staff 
Director. 

 
2. At a Committee meeting at which a settlement proposal is considered: 
 

A. Material shall be presented by the Attorney General or retained defense counsel who had primary 
responsibility over negotiation of the settlement and/or handling of the case, together with the 
Manager of the Risk Management Division of the Department of Administration. 
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RULE 14 CONTINUED 
 

STATE LIABILITY CLAIMS (CONT'D) 
 

B. The Committee Chairman or a majority of the Committee, may request other witnesses to attend 
and testify at any settlement proposal meeting.  When requested by a Committee member, the 
director of an agency named in a lawsuit for which a settlement is proposed shall be requested to 
appear at the meeting at which the settlement is proposed. 

 
C. The presentation of the settlement proposal at the Committee meeting shall contain, at a minimum, 

the information required to be submitted pursuant to Paragraph 3. 
 

D. In addition to the report, additional drafts, charts, pictures, documents or other items may be 
presented to the Committee by the Attorney General or Risk Management Division, if helpful in 
reviewing the merits of the settlement.  Additional items shall be presented when requested by the 
Committee Chairman, or a majority of the Committee at a prior meeting, or a JLBC subcommittee 
to which the matter has been referred. 

 
E. Upon a conclusion of the presentation, the Committee may accept the settlement as proposed, 

reject the settlement as proposed, recommend an alternative settlement with the advice of the 
Attorney General and Risk Management Division, request additional information, evaluations or 
appearances of witnesses, or the matter may be referred to a JLBC subcommittee for further study. 

 
3. The written settlement proposal report submitted to the Committee for each settlement offer shall contain 

the following information: 
 

A. A one to two page executive summary of pertinent information related to the case that, at a 
minimum, summarizes information contained in items B, D, G, H, I, K, L, N and P below. 

 
B. The names of the plaintiffs or claimants. 

 
C. Whether a lawsuit has been filed, the date on which it was filed and the current status of the 

lawsuit.  If a lawsuit has not been filed, the last date upon which a lawsuit could be filed. 
 

D. The basic facts of the case including, first, the undisputed facts and secondly, those facts in 
dispute. 

 
E. A summary of the basis or bases of liability claimed by plaintiff or claimant and the State's 

defenses to such liability, including the key evidence relied upon by each party. 
 

F. The amount originally claimed by the plaintiff or claimant. 
 

G. The identifiable damages and/or costs incurred by plaintiff or claimant to date. 
 

H. Costs incurred by the State in defending the claim or suit to date. 
 

I. Estimated costs to the State of defending the claim or suit through trial. 
 

J. Attorney for plaintiff, Attorney General assigned to the case, retained defense counsel, if any. 
 

K. Estimate of plaintiff or claimant's chances of prevailing in suit against the State. 
 

L. Range of recovery likely at trial for plaintiff's claims. 
 

M. Complete terms of settlement including: 
 

1. To whom payment is to be made; 
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RULE 14 CONTINUED 
 
STATE LIABILITY CLAIMS (CONT'D) 
 

2. The amount of payment; 
 

3. The conditions, if any, attached to the payment; and 
 

4. Deadline for settlement, if any. 
 

N. Settlement recommendations of Attorney General and Risk Management and recommended 
response to settlement offer. 

 
O. Whether the State has any claim or right of recovery against other parties, e.g., subrogation or 

indemnification. 
 

P. An agency and an Arizona Department of Administration response that shall contain the following 
information: 

 
1. Actions taken to eliminate or limit the future risk of liability to the state. 

 
2. Statement as to any disciplinary action(s) taken against any employee(s) that were 

negligent in carrying out their duties. 
 
3. An agency loss prevention plan approved by the Arizona Department of Administration 

(ADOA).  If an approved plan is not available, ADOA will provide an explanation of 
why it is not approved at that time, and a timetable for submitting an approved plan. 

 
4. In conjunction with the settlement procedures prescribed pursuant to this rule, the Risk Management 

Division shall: 
 

A. Annually report to the Committee on 1) the operations of the Division, 2) the status of pending 
claims and lawsuits, 3) information on actual judgements and settlements, 4) status of claims and 
lawsuits reported on the prior year annual report, 5) number of claims and lawsuits filed since the 
last report, 6) number of liability cases taken to trial with information on the verdicts and 
judgment amounts, and 7) projected fund balances. 

 
B. With the assistance of the Attorney General, propose to the Committee any changes in State 

insurance coverage, State statutes, State liability principles or claims procedures which may help 
to limit future State liability. 

 
C. Provide the Committee with an agency loss prevention plan that results from a judgment against 

the state in an amount equal to or greater than that which requires JLBC settlement authority.  
Within sixty days after payment of the judgment, ADOA will either indicate approval of the plan, 
provide an explanation of why it is not approved, or provide an explanation as to why a plan is no 
longer applicable. 

 
 RULE 15 
 
CONFIDENTIAL NATURE OF SERVICES 
 
The Director, members of the JLBC Staff, and those charged with the duty of processing in any manner proposed 
budget estimates, recommendations or research, shall not, without consent of the recipient legislator(s), disclose to 
any other person whomsoever, the contents of any letter, memorandum, report, or other written communique.   
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 RULE 15 (CONTINUED) 
 
This provision does not apply to regular JLBC Staff reports nor information which the Staff prepares and 
disseminates under the general authority of the Director that was not specifically requested by a legislator(s). 
 
The violation of any provision of this rule by the Director, a member of his staff, or any person charged in any 
manner with the duty of processing proposed analysis or research may be deemed sufficient cause for dismissal by 
the Director and in the case of the Director, by the Committee. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
JLBC Staff 
04/14/11 
e:\jlbc\Rules\JLBC RULES-04-14-11.doc 
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DATE:  April 11, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Ted Nelson, Fiscal Analyst 
 
SUBJECT: State Land Department – Review of Establishing Fees in Rule  
 
Request 
 
Laws 2010, 2nd Regular Session, Chapter 243 repealed the specific fee schedule for State Land 
Department fees and instead allows the department to set its specific fees in rule.  The legislation requires 
Committee review of the department’s fees when they are established by rule.   
 
The Land Department is proposing to retain its current fee schedule in its new rules. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the department’s request to 
establish its current statutory fees in rule.   
 
Analysis 
 
The State Land Department manages 9.3 million acres of State Trust land, which are held in trust for a 
variety of state beneficiaries, the primary recipient being K-12 education.  The fees subject to this review 
are charged for application, permit, transaction, appraisal, service, filing and document activities relating 
to the use or purchase of Trust lands or products of those lands (See Attachment A).   
 
In FY 2010, the department collected approximately $750,000 from these fees.  This fee revenue is 
utilized by the department for operating expenses associated with the management of trust lands.  The 
department’s total FY 2010 fee revenue was $1.8 million, which also includes a selling and administrative 
fee still set in statute and not subject to this review.  Total FY 2010 spending by the department for trust 
related activities was $11.1 million. 
 
A.R.S. § 37-107 allows the State Land Department to establish its existing statutory fees relating to the 
management of State Trust lands in rule and also requires the department to have their fees reviewed by 
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JLBC.  In order for the department to establish their existing fees in rule, Laws 2010, 2nd Regular Session, 
Chapter 243 granted the department a 1-year exemption from rulemaking procedure.   
 
The fees proposed by the department are unchanged from those previously established in statute.  The 
department will be required to seek further review from JLBC to modify its fee structure. 
 
RS/TN:sls 
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DATE:  April 11, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jack Brown, Senior Fiscal Analyst 
 
SUBJECT: JLBC Staff - Consider Approval of Index for School Facilities Board Construction Costs 
 
Request 
 
A.R.S. § 15-2041D.3C requires that the cost-per-square-foot factors used in the School Facilities Board 
(SFB) building renewal and new school construction financing “shall be adjusted annually for 
construction market considerations based on an index identified or developed by the Joint Legislative 
Budget Committee (JLBC) as necessary but not less than once each year.” 
 
As the FY 2012 budget includes a new construction moratorium and the suspension of the building 
renewal formula, the adjustment would generate no change in new construction or building renewal costs. 
In addition, the adjustment will not affect current projects, as statute requires those projects to use the cost 
per-square-foot in effect at the time they were awarded.  
 
Recommendation 
 
The Committee has at least 2 options to consider: 
 
1. Approve a 0% adjustment in the cost-per-square-foot factors, based on the latest 1-year change in the 

Rider Levett Bucknall (RLB) national construction cost index. 
 
2. Approve the SFB Staff request for a 4.9% increase for K-8 grade levels and 0.8% for 9-12 grade 

levels. This adjustment is based on an index which estimates actual construction costs per-square-
foot as opposed to the change in costs from a prior period. 

 
Table 1 lists the cost-per-square-foot amounts for options 1 and 2.  
 

Table 1 
Cost-Per-Square-Foot Amounts for Each Option 

 K-6 7-8 9-12 
Option 1 - Current Amount $136.66 $144.27 $167.05 
Option 2 - SFB Staff Request 143.36 151.34 168.39 
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Analysis 
 
Background Information 
The original Students FIRST legislation (Laws 1998, 5th Special Session, Chapter 1) established funding 
amounts per-square-foot of space for new construction and building renewal (e.g., $90 per-square-foot for 
Grades K-6).  The statute requires that the funding amount per-square-foot “shall be adjusted annually for 
construction market considerations based on an index identified or developed by the JLBC as necessary 
but not less than once each year” (A.R.S. § 15-2041D.3C). 
 
Current statute requires that SFB use the cost-per-square-foot in effect at the time a new construction 
project is approved, except that SFB may adjust the formula amount based on geographic or site 
conditions as defined in statute.  
 
The Committee has used a variety of different indices to establish the per-square-foot amounts.  Last year, 
the Committee approved a 0% adjustment in the cost-per-square-foot factors, based on an average of the 
changes in 2 measures of general inflation, the Consumer Price Index (CPI) and the Gross Domestic 
Product implicit price deflator (GDP deflator). 
 
FY 2009 – FY 2012 budget legislation generally prohibits SFB from authorizing or awarding funding for 
the design or construction of any new school facility. The FY 2010 budget, however, authorized 
$100,000,000 in lease-purchase capacity primarily supported by Federal Funds.  SFB subsequently 
entered into $91,325,000 worth of lease-purchase transactions to finance 8 new construction projects. 
 
Construction Market Factors 
Construction activity in Arizona has continued to be lower than in previous years, largely as a result of 
the widespread oversupply of residential and commercial properties. Recent analyses have estimated that 
the Phoenix Metropolitan area has an excess supply of 70,000 housing units.   
 
This oversupply has caused a significant decline in the issuance of new housing building permits, with 
housing starts in Arizona declining approximately (14.5)% in calendar year 2010, from already depressed 
levels in 2009.  Lower levels of contracting sales tax receipts also suggest a weaker construction market. 
Fiscal year-to-date contracting tax collections are down (10.3)% from FY 2010.  
 
This decline in market activity has generally reduced inflationary increases in the construction sector.  
 
Two Options 
The first option is the continuation of last year’s 0% inflation adjustment.  This would be based on the 
minimal change in the RLB national construction index between October 2009 and October 2010, the 
latest available 12-month period. 
 
The second option is the SFB request of 4.9% for K-8 grade levels and 0.8% for the 9-12 grade levels.  
SFB Staff has estimated that the current per-square-foot amount is insufficient to build new school 
facilities using only state funds.   
 
In making this calculation, SFB Staff references data produced by RLB which outlines construction cost 
estimates for the Phoenix Metropolitan area.  These data show that the cost-per-square-foot to build an 
elementary school varies between $130-$200, while the current New School Facilities (NSF) formula 
amount is $136.66.  In addition, the RLB data shows the cost-per-square-foot to build a high school is 
$175-$260, while the NSF formula amount currently stands at $167.05.  SFB Staff has indicated that they 
believe the requested adjustments would align the NSF per-square-foot formula amount with current 
market conditions. 
 
RS/JBr:sls 
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DATE:  April 11, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Senior Fiscal Analyst 
 
SUBJECT: Attorney General - Review of Allocation of Settlement Monies  
 
Request 
 
The FY 2011 General Appropriation Act (Laws 2010, 7th Special Session, Chapter 1) contains a footnote 
that requires Joint Legislative Budget Committee (JLBC) review of the expenditure plan for settlement 
monies over $100,000 received by the Office of the Attorney General (AG), or any other person on behalf 
of the State of Arizona, prior to expenditure of the monies.  Settlements that are deposited in the General 
Fund pursuant to statute do not require JLBC review.   
 
This request is for review of the expenditure plan for a total of $6,206,800 from 5 settlements:   
 

1) A $3,471,900 settlement resulting from an agreement with Wells Fargo Bank as a result of 
alleged misrepresentations in the marketing of adjustable rate mortgages, of which $2,168,500 
will be deposited into the Court Ordered Trust Fund and $1,303,400 will go toward AG costs and 
investigative expenses;  

2) A $1,500,000 settlement from a consent judgment with Home Loan Center as a result of alleged 
misrepresentations in the marketing of adjustable rate mortgages, of which $1,150,000 will be 
deposited into the Court Ordered Trust Fund, $300,000 will go toward AG costs and investigative 
expenses, and $50,000 will go to the Department of Financial Institutions;  

3) A $188,800 settlement from a consent judgment with Amerix Corp. as a result of alleged 
deceptive practices while offering and selling debt management services, which will be deposited 
into the Consumer Fraud Fund;  

4) A $861,100 settlement from a consent judgment with Dannon Co. as a result of alleged 
misleading product advertising, which will be deposited into the Court Ordered Trust Fund; and 

5) A $185,000 settlement from a consent judgment with DirecTV Inc. as a result of alleged 
misleading advertising, which will be deposited into the Consumer Fraud Fund.  

 
Of the $6,206,800 in settlement monies, the AG will directly receive $1,603,400 for costs and 
administrative expenses. 
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Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plans from the 
$3,471,900 settlement with Wells Fargo Bank, the $1,500,000 consent judgment with Home Loan Center, 
the $188,800 consent judgment with Amerix Corp., the $861,100 consent judgment with Dannon Co., and 
the $185,000 consent judgment with DirecTV Inc. 
 
Analysis 
 
Wells Fargo Bank 
 
The Attorney General entered into a settlement with Wells Fargo Bank in December 2010.  The 
settlement resolves a lawsuit alleging misrepresentations in the marketing of certain adjustable rate 
mortgages by Wachovia Corporation and Golden West Corporation. These 2 companies were acquired by 
Wells Fargo at the end of 2008. The lawsuit included the allegation that Wachovia and Golden West did 
not adequately explain to consumers that minimum payments in the first year of the loan did not include 
interest payments and that unpaid interest would be added to the loan balance, creating higher loan 
payments in the future.    
 
The settlement does not acknowledge any wrongdoing on the part of Wells Fargo Bank.  It requires Wells 
Fargo bank to 1) offer loan modifications to eligible Arizona borrowers who received these adjustable 
rate mortgage loans from Wachovia or Golden West and 2) offer other foreclosure alternatives to 
borrowers who do not qualify for loan modifications. The settlement also requires Wells Fargo Bank to 
pay $2,168,500 to the AG to be deposited into the Court Ordered Trust Fund to assist the state’s efforts to 
prevent or mitigate foreclosures and to prevent mortgage loan modification fraud, as well as pay 
$1,303,400 to the AG for reimbursement for AG costs and investigative expenses. 
 
Home Loan Center 
 
The Attorney General entered into a consent judgment with Home Loan Center in November 2010.  The 
settlement resolves a lawsuit alleging misrepresentations in the marketing of payment option adjustable 
rate mortgages.  The lawsuit included allegations that Home Loan Center inadequately conveyed the risk 
of these adjustable rate mortgages, overemphasized supposed benefits, and promoted artificially low 
interest rates that were temporary and resulted in higher loan payments in the future.    
 
The settlement does not acknowledge any wrongdoing on the part of Home Loan Center.  It requires 
Home Loan Center to comply with the Arizona Consumer Fraud Act and to provide at least 90 days 
notice to the state if it offers payment option adjustable rate mortgages in the future. If they decide to 
offer this type of loan in the future, Home Loan Center is required to advertise the risks clearly. The 
settlement also requires Home Loan Center to pay $1,150,000 to the AG to be deposited into the Court 
Ordered Trust Fund to assist the state’s efforts to prevent or mitigate foreclosures and to prevent mortgage 
loan modification fraud, pay $300,000 to the AG for reimbursement for AG costs and investigative 
expenses, and pay $50,000 to the Department of Financial Institutions, which licensed Home Loan 
Center. 
 
Amerix Corp. 
 
Arizona, along with 20 other states, entered into a consent judgment with Amerix in November 2010.  
The settlement resolves an investigation of Amerix’s alleged violation of consumer protection laws that 
are applicable to debt management companies.  The lawsuit included allegations that Amerix failed to  
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obtain required business licenses, falsely represented that credit counseling was provided by a non-profit 
company, and enrolled consumers in programs that generated fees for Amerix and did not always benefit 
the consumers. The total nationwide settlement amount totals $4.5 million. 
 
The settlement does not acknowledge any wrongdoing on the part of Amerix.  It requires Amerix to 
comply with all state laws, including licensing requirements, to accurately represent the type of company 
that performs services, and explain the purpose of the fees charged to consumers.  The settlement also 
requires Amerix to pay $188,800 to the AG to be deposited into the Consumer Fraud Fund to support 
consumer fraud investigations, consumer education, and enforcement of the Consumer Fraud Act. 
 
Dannon Co. 
 
The Attorney General entered into a consent judgment with Dannon in December 2010.  The settlement 
resolves an investigation into alleged advertising misrepresentations.  The lawsuit included allegations 
that Dannon advertised yogurt products as “drugs” that could treat or prevent digestive and immune 
system diseases, although the Food and Drug Administration had not approved the products as such.  The 
total nationwide settlement amount totals $21 million. 
 
The settlement does not acknowledge any wrongdoing on the part of Dannon.  It prohibits Dannon from 
representing that non-approved products prevent or cure diseases, provide digestive relief or immune 
system support, or represent product health benefits without reliable scientific evidence. The settlement 
also requires Dannon to pay $861,100 to the AG to be deposited into the Court Ordered Trust Fund for 
pharmaceutical, health fraud and consumer product investigations and litigation.  
 
DirecTV Inc. 
 
Arizona, along with 48 other states, entered into a consent judgment with DirecTV in January 2011.  The 
settlement resolves an investigation alleging misrepresentations in the advertising of rebates and pricing.  
The lawsuit included allegations that DirecTV advertised prices that included rebates that did not apply to 
all consumers, required a lengthy redemption period, expired prior to redemption or were difficult to 
redeem, as well as advertising prices without clearly disclosing that the price did not apply to the entire 
term of the service commitment and failing to honor incentives offered by authorized retailers.  
 
The settlement does not acknowledge any wrongdoing on the part of DirecTV.  It requires DirecTV to 
comply with the Arizona Consumer Fraud Act and with regulations when using the word “free” in their 
advertising, offer clear disclosure of the terms of advertised offers, obtain express consumer consent 
before extending or adding to a commitment agreement, and disclose cancellation and automatic renewal 
fees.  The settlement also requires DirecTV to pay $185,000 to the AG to be deposited into the Consumer 
Fraud Fund to support consumer fraud investigations, consumer education, and enforcement of the 
Consumer Fraud Act. 
 
RS/MZ:mt 
 
 

































<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


