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JOINT LEGISLATIVE BUDGET COMMITTEE 
  Tuesday, April 28, 2009 

  8:00 A.M. 
  House Hearing Room 4 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of December 19, 2008. 
  
- 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. CORPORATION COMMISSION, DEPARTMENT OF HOUSING, DEPARTMENT OF 

INSURANCE, AND STATE PARKS BOARD - Review of Requested Exchange of Fund 
Transfers. 

  
3. ARIZONA PIONEERS' HOME - Consider Approval of Requested Transfer of Appropriations. 
  
4. DEPARTMENT OF ENVIRONMENTAL QUALITY - Review of Intended Use of Monies in 

the Indirect Cost Recovery Fund. 
  
5. AHCCCS - Review of Revised Acute Care Capitation Rate Changes - Agency Request. 
  
6. ARIZONA STATE SCHOOLS FOR THE DEAF AND THE BLIND - Review of Intended Use 

of Voucher Fund Expenditures. 
  
7. ATTORNEY GENERAL 
 A.  Review of Allocation of Settlement Monies - State vs. Countrywide. 
 B.  Review of Allocation of Settlement Monies - State vs. Eli Lilly. 
 C.  Review of Allocation of Settlement Monies - State vs. Great Expectations. 
 D.  Review of Allocation of Settlement Monies - State vs. Pfizer, Inc. 
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8. DINÉ COLLEGE - Review of Funding Compact. 
  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
4/21/09 
sls 
 
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 19, 2008 

The Chairman called the meeting to order at 9:35 a.m., Thursday, December 19, 2008, in Senate Appropriations 
Room 109.  The following were present: 
 
Members: Senator Burns, Chairman  Representative Pearce, Vice-Chairman 
 Senator Garcia Representative Biggs 
 Senator Harper Representative Cajero Bedford  
 Senator Waring Representative Lopez 
  Representative Rios 
 Representative Yarbrough 
  
Absent:  Senator Aboud Representative Adams  
 Senator Aguirre Representative Boone 
  Senator Verschoor  
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of November 13 2008, Chairman Burns 
stated that the minutes would be approved. 
 
DIRECTOR’S REPORT 
 
Mr. Richard Stavneak, Director, JLBC, reported that the Strategic Program Area Reviews (SPARS) would not be 
assigned in the upcoming year. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION - Review of Emergency Telecommunication Services 
Revolving Fund Expenditure Plan. 
 
Mr. Dan Hunting, JLBC Staff, stated that this item is a review of the expenditures in the Emergency 
Telecommunication Services Revolving Fund.  This fund received revenue from a monthly tax on wired and 
wireless telephone accounts of 20¢ per month.  The Committee has at least 2 options:  1) a favorable review of 
the $7.5 million wireless portion of the fund, or 2) an unfavorable review. 
 
Mr. Paul Shannon, Assistant Director, Budget and Resource Planning, ADOA, responded to member questions. 
 
The Committee requested ADOA forward a copy of the RFI for the state’s employee health plan. 
 
Chairman Burns stated that this item will be held due to the serious budget situation.   
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DEPARTMENT OF COMMERCE - Review of Memorandum of Understanding for the Arizona 21st Century 
Fund. 
 
Mr. Eric Billings, JLBC Staff, stated that this item is a review of the Memorandum of Understanding (MOU) 
between the Department of Commerce and Science Foundation Arizona (SFAz) to use the monies in the Arizona 
21st Century Competitive Initiative Fund.  The Committee has at least the following 2 options:  1) a favorable review 
since SFAz’s proposal generally meets the statutory guidelines for the 21st Century Fund, or 2) an unfavorable 
review. 
 
Mr. Grant Nulle, Director of Finance and Policy Research, Science Foundation Arizona, responded to member 
questions. 
 
Dr. William Harris, President and CEO, Science Foundation Arizona, responded to member questions. 
 
The Committee requested the Science Foundation Arizona report back to the Committee with a breakdown of the 
contracts SFAz enters into in terms of how the intellectual property is divided between state institutions and private 
industry. 
 
Chairman Burns stated that this item will be held due to the serious budget situation. 
 
DEPARTMENT OF REVENUE 
 
A. Review of FY 2009 Data Center Expenditure Plan. 
 
Mr. Juan Beltran, JLBC Staff, stated that this item is a review of Department of Revenue’s (DOR) FY 2009 Data 
Center Expenditure Plan.  The department may utilize up to $1.6 million of General Fund revenues in FY 2009 with 
expenses associated with the operation and relocation of a new data center.  The Committee will have at least the 
following 2 options:  1) a favorable review of the proposed $1.2 million expenditure plan, or 2) an unfavorable 
review.   
 
Representative Pearce moved that the Committee give a favorable review to the $1.2 million expenditure plan.  The 
motion carried. 
 
The Committee also recommended that if the funding for this program is retained in the FY 2010 budget, that the 
program be funded by a direct appropriation rather than through the diversion of General Fund revenue. 
 
B. Review of FY 2009 General Fund Revenue Enforcement Goals. 
 
Mr. Beltran stated that this item is a review of DOR’s FY 2009 General Fund Revenue Enforcement Goals.  The 
department’s goal for FY 2009 is $361.3 million, which is $(29.4) million below their FY 2008 actual collections.  
The Committee has at least the following 2 options:  1) a favorable review of the department’s goals for FY 2009, or 
2) an unfavorable review. 
 
Ms. Kristine Ward, Deputy Director, Department of Revenue, responded to member questions. 
 
Representative Pearce moved that the Committee give a favorable review to DOR’s General Fund revenue 
enforcement goals for FY 2009.  In addition, the Committee requested that DOR continue to report license 
compliance and transaction privilege tax as separate items for FY 2010, since each program produces a significant 
dollar amount of audit revenue.  The motion carried.
 
DEPARTMENT OF ENVIRONMENTAL QUALITY - Review of Water Quality Permit Processing Times. 
 
Mr. Dan Hunting, JLBC Staff, stated that the 2008 General Appropriation Act contains a footnote that requires the 
Department of Environmental Quality (DEQ) to submit for JLBC review a report on water quality permit processing 
times and costs.  For FY 2008, DEQ met the licensing timeframe targets for 43 out of 45 permit types.  The 
Committee has at least the following 2 options:  1) a favorable review, or 2) an unfavorable review. 
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Ms. Joan Card, Director of Water Quality Division, Department of Environmental Quality, responded to member 
questions. 
 
The Chairman asked DEQ to supply the Committee with information on the number and status of rulemaking 
proposals in place.   
 
Representative Pearce moved that the Committee give a favorable review to DEQ’s water quality permit processing 
time and costs.  The motion carried. 
 
EXECUTIVE SESSION 
 
Representative Pearce moved that the Committee go into Executive Session.  The motion carried. 
 
At 10:40 a.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Representative Pearce moved that the Committee reconvene into open session.  The motion carried. 
 
At 11:02 a.m. the Committee reconvened into open session. 
 
Arizona Department of Administration - Risk Management Services - Consideration of Proposed 
Settlements under Rule 14. 
 
Representative Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of Dora Delgado et al. vs. Holy Cross Hospital, et al.  The motion carried. 
 
Senator Garcia was excused from the vote. 
 
Representative Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of J.K. v. Arizona State University, et al.  The motion carried. 
 
A. Arizona Department of Administration - Risk Management Annual Report. 
 
This item was for information only and no Committee action was required. 
 
B. Annual Performance Review of JLBC Staff Director. 
 
This item was for information only and no Committee action was required. 
 
Without objection, the meeting adjourned at 11:05 a.m. 
 
Respectfully submitted: 
 
 

      
 __________________________________________ 

        Sandy Schumacher, Secretary 
 
 

      
 __________________________________________ 

        Richard Stavneak, Director 
 
 

      
 __________________________________________ 

        Senator Bob Burns, 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 22, 2009 
 
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 21 
meeting.  The rules and regulations are the same as the Committee used in the last biennium. 
 
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 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 
02/06/07 
e:\jlbc\Rules\JLBC RULES-02-06-07.doc 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Caitlin Acker, Assistant Fiscal Analyst 
 
SUBJECT: Corporation Commission, Department of Housing, Department of Insurance, and State 

Parks Board - Review of Requested Exchange of Fund Transfers  
 
 
Request 
 
The FY 2009 Budget Reductions and Transfers Bill (Laws 2009, 1st Special Session, Chapter 1, Section 
29) requires JLBC review of agency requests to transfer monies between their own funds in order to 
comply with transfers required by the act.   The Arizona Corporation Commission, Department of 
Housing, Department of Insurance, and State Parks Board have requested Committee review of fund 
transfers pursuant to this bill. 
 
Recommendation 
 
The Committee has at least the following 3 options: 
 
1. A favorable review of the proposed exchange of fund transfers. 
 
2. A favorable review of the proposed exchange of fund transfers with the following revision:  Rather 

than exchange $3 million of the State Park Enhancement Fund (SPEF) transfer with the State Lake 
Improvement Fund ($2 million) and Heritage Fund ($1 million) monies, instead exchange $2 million 
of SPEF with $2 million of Heritage Fund.  There would be no exchange with SLIF. 

 
3. An unfavorable review. 
 
Analysis 
 
Table 1 summarizes the requested fund transfers.   
 



- 2 - 

 

 

Table 1 

Requested FY 2009 Fund Transfer Switches 
 

Agency 
Fund Specified in Laws 

2009, Ch. 1 1/ 

Ch. 1 
Transfer 
Amount 2/ 

Transfer 
Type Agency Proposed Fund 3/ 

Revised Transfer 
Amount 4/ 

      
Corporation Commission Public Access Fund $239,200 EBT 5/ Investment Management Fund $239,200  
Department of Housing Housing Program Fund $2,500,000 EBT IGA and ISA Fund $2,500,000  
Department of Insurance Insurance Examiners’ 

Revolving Fund 
$236,500 FRAT 6/ Captive Insurance Regulatory and Supervision Fund $123,300 

 
    Health Care Appeals Fund $58,200 
    Financial Surveillance Fund $55,000 
State Parks Board 7/ State Parks Enhancement 

Fund 
$3,000,000 EBT State Lake Improvement Fund $2,000,000 

 
    Arizona Heritage Fund $1,000,000 
  $5,975,700   $5,975,700 
___________ 
1/ Fund source for reductions mandated by Laws 2009, 1st Special Session, Chapter 1. 
2/ Amount for reductions mandated by Laws 2009, 1st Special Session, Chapter 1. 
3/ Funds from which agencies are requesting transfers in order to accommodate the mandated reductions.    
4/ Transfer amounts proposed by agencies. 
5/ Excess balance transfers (EBTs) sweep money from anticipated FY 2009 ending balances into the General Fund. 
6/ Fund reduction and transfers (FRATs) reduce annual FY 2009 spending from the agency’s Other Funds.  An amount equal to these reductions would be swept into the General Fund. 
7/ There is also an alternative proposal to exchange $2 million of SPEF with $2 million of Heritage Fund. There would be no exchange with SLIF. 
 

(C
ontinued)
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(Continued) 

Arizona Corporation Commission 
Laws 2009, 1st Special Session, Chapter 1, Section 4 requires an excess balance transfer (EBT) of 
$239,200 from the Corporation Commission’s Public Access Fund to the General Fund.  EBTs sweep 
money from the anticipated FY 2009 ending balances into the General Fund.  The Commission is 
requesting to transfer $239,200 from the Investment Management Regulatory and Enforcement Fund 
instead of the Public Access Fund in order to complete the EBT.  According to a cash flow analysis 
provided by the agency, the Public Access Fund would have an FY 2009 ending balance of $(160,900) if 
the EBT is completed.  If, instead, a transfer is completed from the Investment Management Fund, the 
agency estimates the Public Access Fund will have an FY 2009 ending balance of $78,300 and the 
Investment Management Fund will have an FY 2009 ending balance of $407,300. 
 
The FY 2010 draft budget plan includes a $284,200 EBT from the Public Access Fund and a $433,300 
EBT from the Investment Management Fund.  According to the agency, the proposal to complete the FY 
2009 EBT from the Investment Management Fund rather than the Public Access Fund would not affect 
the proposed FY 2010 transfers. 
 
The Public Access Fund receives revenue from fees for expedited service for the filing of articles of 
incorporation and other documents.  The fund is used for a data processing system that allows direct, on-
line access by any person at a remote location to all public records concerning corporations and 
associations. 
 
The Investment Management Regulatory and Enforcement Fund receives licensing fee revenue from 
investment advisors and investment advisor representatives as well as revenue from costs recovered from 
enforcement actions associated with the licensing.  The fund is used for education, regulatory, 
investigative, and enforcement operations in the Securities Division of the Commission.   
 
Arizona Department of Housing 
Chapter 1, Section 4 requires the Department of Housing (ADOH) to transfer $2,906,300 in excess 
balances from the Housing Program Fund to the General Fund.  The department is requesting to transfer 
$2,500,000 from the IGA and ISA Fund instead of the Housing Program Fund to facilitate the EBT.  
There would be a remaining Housing Program Fund transfer of $406,300.  According to ADOH, the 
Housing Program Fund has earned significantly less interest during FY 2009 and will receive as much as 
$1,000,000 less in fee income due to a delay in the award of federal low-income housing tax credits.  The 
agency also believes that the IGA and ISA Fund is currently better able to absorb the reduction and 
transferring money from the fund would avoid a shortfall in the Housing Program Fund. 
 
According to the agency, the Housing Program Fund would have an FY 2009 ending balance of 
$2,781,700 if the EBT is completed.  If, instead, the transfer is made from the IGA and ISA Fund, the 
agency estimates the Housing Program Fund would have an FY 2009 ending balance of $5,281,700 and 
the IGA and ISA Fund would have an FY 2009 ending balance of $4,242,000.  The proposal would not 
affect the FY 2010 draft budget plan because the plan does not contain an EBT from the IGA and ISA 
Fund. 
 
The Housing Program Fund receives fees from the following programs: private activity bond 
(underwriting and hearings), low-income tax credit (application, monitoring, and reservation fees), fees 
charged from conferences and workshops, and fees from the Section 8 project-based contract 
administration program.  The fund pays for the cost of administering the programs from which the 
deposits are received and for other department programs.  Additionally, the monies may be transferred to 
any fund established by the Arizona Housing Finance Authority (AZHFA) in connection with any bonds 
or certificates issued by the Authority. 
 
The IGA and ISA Fund receives revenue from Interagency Service Agreements, including about 
$2,500,000 from the Housing Trust Fund through an interagency agreement to support the programs of 
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AZHFA.  The fund also receives monies through fees earned by the finance authority.  The fund supports 
the activities of AZHFA which issues bonds to finance single and multi-family housing programs. 
 
Department of Insurance 
Chapter 1, Section 5 requires the Department of Insurance to complete a $241,200 fund reduction and 
transfer (FRAT) from the Insurance Examiners’ Revolving Fund (IERF).  FRATs reduce annual FY 2009 
spending from the agency’s Other Funds.  An amount equal to these reductions would be swept into the 
General Fund.  The department is requesting to transfer $123,300 from the Captive Insurance Regulatory 
and Supervision Fund, $58,200 from the Health Care Appeals Fund, and $55,000 from the Financial 
Surveillance Fund instead of IERF in order to complete the FRAT.  There would be a remaining IERF 
transfer of $4,700.
 
According to the agency, there are insufficient funds in the Insurance Examiners’ Revolving Fund to 
complete the FRAT.  If the transfer is made from the Captive Insurance Regulatory and Supervision 
Fund, the Health Care Appeals Fund and the Financial Surveillance Fund, the agency estimates the 
Insurance Examiners’ Revolving Fund would have an ending balance of $30,700, the Captive Insurance 
Regulatory and Supervision Fund would have an ending balance of $100,000, $14,200 would be left in 
the Health Care Appeals Fund, and the Financial Surveillance Fund would have an ending balance of 
$61,700.   
 
The FY 2010 draft budget plan includes a $52,300 FRAT and $13,100 salary lump sum reduction from 
the Captive Insurance Regulatory and Supervision Fund as well as a $482,100 FRAT and $113,500 salary 
lump sum from the Insurance Examiners’ Revolving Fund.  According to the agency, the proposal would 
not affect the FY 2010 draft budget plan. 
 
The Insurance Examiners’ Revolving Fund receives payments from insurance companies for costs of 
financial, rate, and market conduct examinations performed by contract examiners.  The fund provides 
monies for contract examiners’ per diem compensation and to reimburse contract examiners for travel and 
living expenses.  Monies are also used to cover the department’s related administrative costs. 
 
The Captive Insurance Regulatory and Supervision Fund receives license and renewal fees collected from 
individual captive insurers and corporations applying to do business as a captive insurer.  A captive 
insurer is an enterprise with the authority to function as an independent insurance company, but is 
organized by a parent company with the express intent to provide the parent company’s insurance.  The 
fund is used to promote the state’s captive insurance industry and cover the department’s related 
administration costs. 
 
The Health Care Appeals Fund receives a one-time fee of $200 and an annual fee of up to $200 per health 
care insurance company.  The fund is used to pay for start-up and ongoing costs related to selecting an 
independent review organization.  The selected organization will conduct external independent reviews 
that involve issues of medical necessity. 
 
The Financial Surveillance Fund receives assessments paid by domestic insurers, other than life and 
disability re-insurers, service companies, and mechanical reimbursement re-insurers.  The fund provides 
monies for the cost of financial analysts who conduct financial surveillance of domestic insurers in order 
to identify possible risks to financial stability. 
 
Arizona State Parks Board 
Chapter 1, Section 4 requires the State Parks Board to transfer $3,664,000 from the State Parks 
Enhancement Fund (SPEF) to the General Fund.  The board is proposing to reduce its SPEF transfer to 
$664,000 and to instead transfer $2,000,000 from the State Lake Improvement Fund (SLIF) and 
$1,000,000 from the Arizona Heritage Fund.  According to the agency, the transfer will allow them to 
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maintain agency operations at the currently reduced levels during FY 2009 and provide for the minimum 
balance forward in SPEF that is required to continue operations into FY 2010.   
 
According to the agency, if the EBT is completed from SPEF, the FY 2009 ending balance would be 
negative because FY 2009 revenue is about 13% lower than anticipated.  If, instead, the EBT is completed 
from SLIF and the Arizona Heritage Fund, SPEF would have an FY 2009 ending balance of $2,000,000, 
SLIF would have an ending balance of $1,159,600, and the Arizona Heritage Fund would have an ending 
balance of $18,121,800. 
 
The FY 2010 draft budget plan includes a $725,900 FRAT, $2,901,500 EBT, and $557,600 salary lump 
sum reduction from SPEF.  It also includes a $415,000 FRAT, $4,753,000 EBT, and $185,400 salary 
lump sum reduction from SLIF as well as a $163,900 salary lump sum from the Heritage Fund.  
According to the agency, this proposal would not affect the FY 2010 draft budget plan. 
 
The Committee also has the option to favorably review the exchange of $2,000,000 from the Arizona 
Heritage Fund in place of SPEF.  There would be no revision in the current SLIF transfer.  This would 
leave FY 2009 ending balances of $336,000 for SPEF, $17,121,800 for the Arizona Heritage Fund, 
$2,159,600 for SLIF. 
 
SPEF generates revenue from state parks user fees and concession sales.  Half of the fund is appropriated 
for parks operations and the other half is used for park acquisition and development. 
 
SLIF generates revenue primarily from the Highway User Revenue Fund based on a formula that 
estimates state gasoline taxes paid for boating purposes.  It also receives revenue from a portion of the 
watercraft license tax collected by the Arizona Game and Fish Department.  The fund is used to fund 
projects at boating sites, including launching ramps, parking areas, lake improvement and construction, 
campgrounds and acquisition of property to provide access to boating sites. 
 
The Arizona Heritage Fund receives an annual transfer from the Lottery Fund of up to $10,000,000 and 
interest earnings.  The Lottery transfer funds acquisition and development of local, regional, and state 
parks (35%); development of trails (5%); acquisition of natural areas (17%); maintenance and operation 
of natural areas (4%); environmental education (5%); State Parks acquisition and development (17%); 
and historic preservation projects (17%).  Interest earnings are used for program administration. 
 
RS/CA:sls 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Blake Riley, Staff Intern 
 
SUBJECT: Arizona Pioneers’ Home – Consider Approval of Requested Transfer of 

Appropriations 
 
Request 
 
The Arizona Pioneers’ Home requests Committee approval to transfer up to $100,000 from the 
Personal Services Line to the Employee Related Expenditures (ERE) line in FY 2009.   
 
Because the Arizona Pioneers’ Home has a Modified Lump Sum by Agency budget, A.R.S. § 35-173 
requires Committee approval of transfers to or from the Personal Services and ERE line items. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee approve the agency request to transfer up to 
$100,000 from Personal Services to the Employee Related Expenditures line in FY 2009.  The 
Personal Services line is projected to have a surplus of $495,000 available in FY 2009 to cover this 
shortfall.   
 
Analysis 
 
According to the Arizona Pioneers’ Home, the total amount required for ERE will be $1.6 million for 
FY 2009 as compared to the appropriated $1.5 million.  The JLBC Staff concurs with the updated 
ERE estimate of $1.6 million based on current spending patterns.  During FY 2008, the Committee 
approved a total transfer of $350,700 from the Personal Services line and Prescription Drugs Special 
Line Item to ERE.   
 
RS/BR:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU: Richard Stavneak, Director 
 
FROM: Dan Hunting, Fiscal Analyst 
 
SUBJECT: Department of Environmental Quality – Review of Intended Use of Monies in the 

Indirect Cost Recovery Fund 
 
Request 
 
Pursuant to a General Appropriation Act footnote (Laws 2007, Chapter 255), the Department of 
Environmental Quality (DEQ) requests Committee review of the intended uses of $1,999,600 in 
Indirect Cost Recovery Funds above the $11,900,500 appropriation. 
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review of increasing expenditures by the full $1,999,600 request to $13,900,100.  

This option would effectively reduce the amount of Indirect Cost Recovery Fund transfer in 
the March 26 FY 2010 draft plan from $4.2 million to $0.5 million. 

 
2. A favorable review of increasing expenditures by a reduced amount of $599,600 to 

$12,500,000. This option would effectively reduce the FY 2010 draft plan transfer from $4.2 
million to $3.2 million. 

 
3. An unfavorable review.  These monies could be used to reduce the FY 2010 budget shortfall 

by $4.2 million as outlined in the FY 2010 draft plan. 
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Analysis 
 
The Indirect Cost Recovery Fund is used to pay administrative and overhead expenses for DEQ 
programs.  A footnote in the General Appropriation Act allows  DEQ to spend all Indirect Cost 
Recovery Fund revenues, but requires Committee review if the department plans to exceed the 
specifically appropriated amount.  The original FY 2009 appropriation to the fund was 
$10,531,000; however, subsequent legislative adjustments for salary and budget offsets have 
raised the appropriation to $12,748,200.  The January Special Session FY 2009 budget changes 
subsequently reduced the appropriation to $11,900,500. 

DEQ has expended $9,526,500 from this fund in the first 2 quarters of FY 2009.  They anticipate 
spending a total of $13,900,100 for the entire fiscal year.  In comparison, they spent $12,308,300 
in FY 2008.  They intend to spend the additional monies on salaries and benefits, rent, and other 
operating expenses.  One reason for these increased costs is that DEQ has shifted all of its health, 
dental and life insurance costs, as well as rent and computer costs to the Indirect Cost Recovery 
Fund to offset a General Fund reduction of $(2,441,200) that was enacted as part of revisions to 
the FY 2009 budget.  If the Committee does not favorably review the $2 million DEQ request, 
the department will have a challenge in finding other ways of implementing this reduction with 2 
months remaining in the fiscal year. 

There are sufficient reserves in the fund to accommodate the DEQ request for FY 2009.  
However, the fund balance would not permit the $4.2 million in fund transfers included in the 
FY 2010 draft budget plan of March 26.  With the DEQ request, there would only be sufficient 
funds for a $0.5 million transfer in FY 2010, assuming the $13.9 million funding level continued 
in FY 2010.   

Alternatively, the Committee could favorably review an amount less than the full request.  A 
favorable review of a $599,500 increase, bringing expenditures to $12.5 million, would leave 
$3.2 million available for transfer to the General Fund, assuming the same $12.5 million 
spending level in FY 2010. 

If the DEQ request is not favorably reviewed, the full $4.2 million will be available for transfer 
to the General Fund. 

Although the Indirect Cost Recovery Fund is appropriated, monies are transferred to it from 
other funds, not directly deposited into it.  Federal grants supply 28% of the fund, with an 
additional 39% coming from other non-appropriated sources.  The remaining 33% of the fund 
originates in appropriated funds that are derived from fees, such as charges for the Vehicle 
Emission Inspection program and landfill tipping fees. 
 
RS/DH:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Upston, Senior Fiscal Analyst 
 
SUBJECT: AHCCCS – Review of Revised Acute Care Capitation Rate Changes – Agency Request  
 
Request  
 
Pursuant to a footnote in the General Appropriation Act, the Arizona Health Care Cost Containment 
System (AHCCCS) is required to report capitation and fee-for-service inflationary rate changes with a 
budgetary impact to the Committee for review prior to implementation.  AHCCCS proposes reducing the 
Acute Care capitation rates beginning May 1, 2009. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the contract year-ending 
(CYE) 2009 capitation rates proposed by AHCCCS.  
 
The proposed rates would cost $(1,371,800) less from the General Fund than budgeted in FY 2009, taking 
into account the enhanced federal matching rate associated with the federal American Recovery and 
Reinvestment Act of 2009.   
 
Analysis 
 
AHCCCS proposes 3 changes which would impact the FY 2009 budget:   

• reducing the physician services component of the Acute Care capitation rates; 
• eliminating dental sealants for primary teeth as a covered service; and 
• shifting costs from the Department of Economic Security’s (DES) State Only Developmental 

Disabilities program to AHCCCS’ Acute Care program.   
 
Relative to the revised FY 2009 budget, these 3 changes are expected to save approximately $(1,371,800) 
from the General Fund during the remainder of FY 2009.  AHCCCS has indicated that these changes are 
being made midyear to help the agency address the approximately $10.9 million in net lump sum General 
Fund reductions incurred in the revised FY 2009 budget bill.   
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Beginning on February 1, 2009, AHCCCS reduced the Physician Fee-for-Service rate schedule by (5)%.  
Since many of the AHCCCS health plans base their rates on the AHCCCS fee schedule or a percentage of 
the AHCCCS fee schedule, AHCCCS proposes reducing the physician services component of the Acute 
Care capitation rates beginning on May 1, 2009.  In addition to payments to physicians, the rate schedule 
also includes reductions to durable medical equipment, radiology, and drugs administered in a physician’s 
office.  These changes will save approximately $(1,366,800) from the General Fund in FY 2009.    
 
In addition to the physician rate fee reduction, AHCCCS proposes 2 other changes: 
 
• AHCCCS would end coverage of dental sealants for primary teeth.  According to AHCCCS, recent 

published studies suggest that usage of dental sealants on primary teeth is not an effective method 
of preventing dental decay.  Eliminating this coverage will save approximately $(55,000) from the 
General Fund in FY 2009.   

• DES intends to increase their referrals to the Acute Care program for nursing, therapy, and other 
clinical services for members enrolled in the State Only Developmental Disabilities program.  
These individuals do not meet the qualifications for the Arizona Long Term Care System (ALTCS) 
program, so many of their needed services are paid for by the state funded program.  However, 
many of these people are already in AHCCCS’ Acute Care program and DES is going to begin 
referring more services to the Acute Care program.  This should provide a cost savings to DES of 
about $(200,000) but increase General Fund costs by $50,000 in the Acute Care program in FY 
2009.  The cost to AHCCCS is less than the savings to DES because DES has been paying for the 
services with 100% General Fund while AHCCCS will draw down matching federal funds. 

 
RS/AU:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU: Richard Stavneak, Director 
 
FROM: Jack Brown, Fiscal Analyst 
 
SUBJECT: Arizona State Schools for the Deaf and the Blind – Review of Intended Use of 

Voucher Fund Expenditures 
 
Request 
 
Pursuant to a footnote in the FY 2008 General Appropriations Act (Laws 2007, Chapter 255), the 
Arizona State Schools for the Deaf and the Blind (ASDB) requests Committee review of the 
expenditure plan for their FY 2009 Voucher Fund adjustment.  ASDB received an $878,500 
appropriation to the Voucher Fund Adjustment Special Line Item for FY 2009 to pay for 
expenses associated with projected enrollment growth and inflation.  The footnote requires 
ASDB to seek Committee review of the expenditure plan prior to spending any Voucher Fund 
monies. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of the proposed $878,500 expenditure plan. 
 
2. An unfavorable review. 
 
Analysis 
 
The Voucher Fund Adjustment Special Line Item represents ASDB’s expected increase in 
funding from the ASDB Fund.  The ASDB Fund consists of special education voucher monies, 
which represent ASDB’s reimbursement from the Arizona Department of Education (ADE) for 
educational costs based on enrollment.  These monies are reflected within a special line item to 
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give ASDB flexibility in allocating the increased funding across its 4 program areas (Phoenix 
Day School for the Deaf, Preschool Programs, Regional Cooperatives, and Tucson Residential 
Campus). 
 
A summary of ASDB’s proposed expenditure plan follows on Table 1: 
 

Table 1 
 

FY 2009 Voucher Fund Adjustment Expenditure Plan 
  
Teachers/Instructional Assistants $   562,600  
Educational Interpreters/Tutors 126,000 
Other Personnel 84,000 
Supplies and Materials      105,900 
     Total $   878,500 

 
A more detailed summary of the proposed Voucher Fund expenditures are contained in 
Attachment 1. 
 
RS/JBr:lm 
Attachment 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies - State vs. Countrywide 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) 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 a $200,000 allocation to the AG from a consent judgment with Countrywide 
Financial Corporation, an entity operated by the Bank of America. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan from the 
Countrywide consent judgment.  The allocation plan is consistent with A.R.S. § 44-1531.01, which 
relates to the distribution of monies recovered as a result of enforcing consumer protection or consumer 
fraud statutes. 
 
Analysis 
 
In October 2008, the AG and 30 other states entered into a consent judgment with Countrywide as a result 
of their consumer fraud investigation of Countrywide’s lending practices.  The settlement does not 
constitute an admission of liability on the part of Countrywide. 
 
The settlement requires Countrywide to pay $200,000 to the AG.  This amount will be deposited into the 
Consumer Fraud Revolving Fund for attorneys fees, investigation costs, and to support consumer fraud 
investigations, consumer education, and enforcement of the Consumer Fraud Act.  
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The settlement also requires Countrywide to pay Arizona $4,098,300.  Half of this will be paid by 
Countrywide to Arizona borrowers who have experienced a home foreclosure and the other half will be 
used for foreclosure relief and mitigation programs administered by the AG.   
 
RS/MZ:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies - State vs. Eli Lilly 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) 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 a $2,205,705 allocation to the AG from a consent judgment with Eli Lilly, a 
pharmaceutical company. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan from the 
Eli Lilly consent judgment.  The allocation plan is consistent with A.R.S. § 44-1531.01, which relates to 
the distribution of monies recovered as a result of enforcing consumer protection or consumer fraud 
statutes. 
 
Analysis 
 
In October 2008, the AG and 32 other states entered into a consent judgment with Eli Lilly as a result of 
their consumer fraud investigation of Eli Lilly’s prescription drug olanzapine, marketed under the name 
Zyprexa, which is FDA-approved for treatment of certain bipolar disorders.  The investigation determined 
that Eli Lilly misrepresented the drug’s uses during a wide-spread marketing campaign in 2000.  Eli Lilly 
marketed Zyprexa for uses that were not FDA approved, also known as “off-label” uses.  Physicians can 
prescribe drugs for off-label uses, but the drugs cannot by marketed as such. 
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The settlement requires Eli Lilly to pay $2,205,705 to the AG.  This amount will be deposited into the 
Consumer Fraud Revolving Fund for attorneys fees, investigation costs, and to support consumer fraud 
investigations, consumer education, and enforcement of the Consumer Fraud Act.  
 
The settlement also requires Eli Lilly to ensure that medical staff develops and approves medical 
references to Zyprexa and that Zyprexa is not promoted outside its FDA approved uses.    
 
RS/MZ:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies - State vs. Great 

Expectations 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) 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 a $275,000 allocation to the AG from a consent judgment with Sun West 
Video, Inc., doing business as Great Expectations, a referral dating service. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan from the 
Great Expectations consent judgment.  The allocation plan is consistent with A.R.S. § 44-1531.01, which 
relates to the distribution of monies recovered as a result of enforcing consumer protection or consumer 
fraud statutes. 
 
Analysis 
 
In February 2009, the AG entered into a consent judgment with Great Expectations as a result of their 
consumer fraud investigation of Great Expectations’ sales and representation practices.   
 
The settlement requires Great Expectations to pay $275,000 to the AG.  This amount will be deposited 
into the Consumer Fraud Revolving Fund for attorneys fees, investigation costs, and to support consumer 
fraud investigations, consumer education, and enforcement of the Consumer Fraud Act.  
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The settlement also requires Great Expectations to pay Arizona consumers $250,000.  This will be paid 
on a pro rata basis to the consumers who have previously filed complaints with the AG concerning their 
memberships with Great Expectations.  
 
Great Expectations is also prohibited from misrepresenting their membership data, membership marriage 
rates, and refund policies. 
 
RS/MZ:ss 
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DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies - State vs. Pfizer, Inc. 
 
Request 
 
The General Appropriation Act (Laws 2007, Chapter 255) 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 a $2,500,656 allocation to the AG from a consent judgment with Pfizer, Inc., a 
pharmaceutical company. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan from the Pfizer 
consent judgment.  The allocation plan is consistent with A.R.S. § 44-1531.01, which relates to the distribution 
of monies recovered as a result of enforcing consumer protection or consumer fraud statutes. 
 
Analysis 
 
The Attorney General and 31 other states entered into a consent judgment with Pfizer as a result of their 
consumer fraud investigation of Pfizer’s marketing and sale of Bextra, a pain medication.  The investigation 
determined that Pfizer marketed Bextra for uses that were not FDA approved, including for acute pain.   
 
The settlement requires Pfizer to pay $2,500,656 to the AG.  This amount will be deposited into the Consumer 
Fraud Revolving Fund for attorneys fees, investigation costs, and to support consumer fraud investigations, 
consumer education, and enforcement of the Consumer Fraud Act.  
 
The settlement also requires Pfizer to provide complete scientific data and medical information to doctors and 
prescribers and to fully disclose conflicts of interest for promotional speakers.   
 
RS/MZ:ss 









(Continued) 

 STATE OF ARIZONA  
   
 

Joint Legislative Budget Committee 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
RUSSELL K. PEARCE   JOHN KAVANAGH 
  CHAIRMAN 2010 PHONE (602) 926-5491   CHAIRMAN 2009 
PAULA ABOUD  ANDY BIGGS 
AMANDA AGUIRRE FAX (602) 926-5416 OLIVIA CAJERO BEDFORD 
CHUCK GRAY  CLOVES C. CAMPBELL, JR. 
JACK HARPER http://www.azleg.gov/jlbc.htm MATT HEINZ 
STEVE PIERCE  JOHN MCCOMISH 
REBECCA RIOS  RICK MURPHY 
JIM WARING  VIC WILLIAMS 

 
DATE:  April 22, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU: Richard Stavneak, Director 
 
FROM: Marge Zylla, Fiscal Analyst 
 
SUBJECT: Diné College – Review of Funding Compact 
 
Request 
 
A.R.S. § 42-5031.01 requires Joint Legislative Budget Committee (JLBC) review of a proposed 
10-year renewal of the existing funding compact between the Navajo Nation, Diné College, and 
the State of Arizona.  A.R.S. § 42-5301.01 allows 10% of the Transaction Privilege Tax (TPT) 
revenues collected within the Navajo Nation, up to $1,750,000, to be used for maintenance, 
renewal, and capital expenses for Diné College.  The TPT revenues can only be retained by the 
Navajo Nation if it maintains a compact with the State of Arizona.   
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review and a renewal of the compact for up to 10 years. 
 
2. An unfavorable review. 
 
Analysis 
 
The TPT revenue is transmitted to the Navajo Nation on a monthly basis and is designated for 
maintenance, renewal, and capital expenses for the college.  The revenue that is received is also 
subject to an annual audit. 
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The existing compact is included as Attachment 1. The proposed renewal compact would be 
identical. 
 
The current compact outlines the guidelines for the TPT revenue calculation to determine the 
amounts to be transferred to Diné College for maintenance, renewal, and capital expenses.  It 
also requires Diné College to annually submit a schedule of expenditures to the Auditor General 
and designates how the Department of Revenue will allocate the funds to the college.  Diné 
College is also required to submit work plans for capital projects to the Department of 
Administration. 
 
RS/MZ:ss 
Attachment 
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