
 STATE OF ARIZONA  
   
 

Joint Legislative Budget Committee 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS   RUSSELL K. PEARCE 
  CHAIRMAN 2008 PHONE (602) 926-5491   CHAIRMAN 2007 
PAULA ABOUD  KIRK ADAMS 
AMANDA AGUIRRE FAX (602) 926-5416 ANDY BIGGS 
JAKE FLAKE  TOM BOONE 
JORGE LUIS GARCIA http://www.azleg.gov/jlbc.htm OLIVIA CAJERO BEDFORD 
JACK W. HARPER  LINDA J. LOPEZ 
THAYER VERSCHOOR  PETE RIOS 
JIM WARING  STEVE YARBROUGH 

 
 

JOINT LEGISLATIVE BUDGET COMMITTEE 
Thursday, May 10, 2007 

8:00 a.m. 
House Hearing Room 4 

 
 

MEETING NOTICE 
 
- Call to Order 
 
- Approval of Minutes of March 29, 2007. 
 
- DIRECTOR'S REPORT (if necessary). 
 
- EXECUTIVE SESSION  

A. Arizona Department of Administration, Risk Management Services - Consideration of Proposed 
Settlements under Rule 14. 

 B. AHCCCS - Review of Medicaid Eligibility Privatization Request for Proposal. 
 
1. DEPARTMENT OF CORRECTIONS - Consider Approval and Review of Requested Transfer of 

Appropriations. 
 
2. DEPARTMENT OF PUBLIC SAFETY - Review of the Expenditure Plan for the Gang and Immigration 

Intelligence Team Enforcement Mission. 
 
3. DEPARTMENT OF COMMERCE - Review of First Quarterly Expenditure Report for the Arizona 21st 

Century Competitive Initiative Fund. 
 
4. ATTORNEY GENERAL  
 A. Review of Allocation of Settlement Monies. 
 B. Review of Intended Use of Monies in the Antitrust Enforcement Revolving Fund. 
 
5. ARIZONA DEPARTMENT OF EDUCATION - Report of Plan to Fund AIMS Study Guides with 

Achievement Testing Monies. 
 
6. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY - Review of Intended Use of Monies in 

the Indirect Cost Recovery Fund. 
 
7. ARIZONA DEPARTMENT OF TRANSPORTATION - Review of Third Party Progress Report. 
 
The Chairman reserves the right to set the order of the agenda. 
5/4/07 
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 

 
March 29, 2007 

The Chairman called the meeting to order at 8:10 a.m., Thursday, March 29, 2007, in House Hearing Room 4, and 
attendance was as follows: 
 
Members: Representative Pearce, Chairman Senator Burns, Vice-Chairman 
 Representative Adams Senator Aguirre 
 Representative Biggs Senator Flake 
 Representative Cajero Bedford Senator Garcia 
 Representative Lopez Senator Harper 
 Representative Rios Senator Verschoor 
 Representative Yarbrough Senator Waring 
  
Absent: Representative Boone Senator Aboud 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of February 6, 2007, Chairman Pearce stated that 
the minutes would stand approved. 
 
DIRECTOR’S REPORT 
 
Mr. Richard Stavneak, Director of the Joint Legislative Budget Committee (JLBC), stated that with regard to the minutes, we 
are now going to start putting our meetings on video like regular standing committees.  We hope to streamline our minutes as 
a timesaving measure, which have been close to verbatim.  If members need a verbatim transcript, we can provide that. 
 
He further clarified that a revised agenda was distributed and that there is no Executive Session.   
 
ATTORNEY GENERAL (AG) – Review of Allocation of Settlement Monies.  
 
Ms. Leah Ruggieri, JLBC Staff, said that the AG is requesting a favorable review of their proposed allocation of monies 
received from the Bayer Corporation consent judgment.  This consent judgment was part of a multistate settlement involving 
allegations that Bayer Corporation sold a cholesterol-lowering drug without properly disclosing the associated risks.  The 
multistate settlement totaled $8 million, of which $200,000 will be deposited into Arizona’s Consumer Fraud Revolving 
Fund for attorney costs and fees.  The JLBC Staff is recommending a favorable review of the AG’s request. 
 
Senator Burns moved that the Committee give a favorable review of the allocation plan from the Bayer Corporation consent 
judgment as recommended by JLBC Staff.  The motion carried. 
 
 
 
 



- 2 - 
 
ARIZONA PIONEERS’ HOME – Consider Approval of Requested Transfer of Appropriations. 
 
Ms. Amy Upston, JLBC Staff, said that this item concerns the Arizona Pioneers’ Home and a request to transfer a total of up 
to $325,800 from the Personal Services line and the Prescription Drug Special Line Item (SLI) to the Employee Related 
Expenditures (ERE) line in FY 2007. 
 
Senator Burns moved that the Committee approve the transfer up to $167,900 from the Personal Services Line and up to 
$157,900 from the Prescription Drug SLI to the ERE line in FY 2007 as recommended by the JLBC Staff.  The motion 
carried. 
 
ARIZONA DEPARTMENT OF TRANSPORTATION (ADOT) – Review of Third Party Progress Report. 
 
Mr. Bob Hull, JLBC Staff, stated that ADOT is requesting review of its third party quality assurance progress report for the 
second quarter of FY 2007.  The JLBC Staff recommends a favorable review, given ADOT’s continued progress in 
eliminating certain third party waiting lists. 
 
Senator Burns moved that the Committee give a favorable review of ADOT’s third party quality assurance report as 
recommended by JLBC Staff.  The motion carried. 
 
DEPARTMENT OF PUBLIC SAFETY (DPS) 
 
A. Review of Expenditure Plan for the Gang and Immigration Intelligence Team Enforcement Mission. 
 
Mr. Martin Lorenzo, JLBC Staff, said that item 4A is review of the DPS expenditure plan relating to GIITEM.  In FY 2007, 
DPS received an additional $7 million for additional DPS sworn personnel and $10 million to expand local participation in 
GIITEM and fund various other immigration efforts.  To date, the Committee has favorably reviewed the use of $2.3 million 
of the $10 million and $5.9 million of the $7 million.  Now, the department is requesting a favorable review for the use of an 
additional $1.1 million of the $7 million to hire an additional 11 sworn officers.  Under the plan, FY 2007 expenditure would 
total $6.9 million of the $7 million and sworn officer staffing for GIITEM would increase by 48 positions.  The JLBC Staff 
recommends a favorable review of this request with the following provisions: 
 
• DPS submit to the JLBC by April 25, the one-time and ongoing costs associated with all approved expenditures from the 

$7 million appropriation.  This information would help determine the number of positions DPS would be able to fill with 
the current appropriation. 

• DPS submit a revised expenditure plan prior to: 1) expending any additional monies beyond the reviewed expenditures; 
or 2) expending the approved amounts on items not in their current plan.   

 
Senator Burns moved that the Committee give a favorable review for the use of an additional $1.1 million (of the $7 million) 
to fund costs associated with adding an additional 11 sworn officers to GIITEM with the 2 provisions as stated above and as 
recommended by JLBC Staff. The motion carried. 
 
DEPARTMENT OF PUBLIC SAFETY (DPS) 
 
B. Quarterly Review of the Arizona Public Safety Communications Advisory Commission (PSCC). 
 
Mr. Jay Chilton, JLBC Staff, said that DPS has submitted for review their FY 2007 second quarter expenditures and progress 
for the statewide interoperability design project.  The Arizona PSCC was established to develop a standard based 
interoperability system which allows first responders throughout the state to communicate with one another.  The consultant 
firm contracted to create the conceptual design to the “long-term” interoperable solution is on schedule to complete its project 
on time.  The next step is the detailed design of the project.  The Attorney General’s office announced plans in February 2007 
to allocate $2.2 million to fund this phase of the project with settlement monies from an anti-racketeering case.  On February 
12, 2007, the Appropriations Subcommittee on Transportation and Criminal Justice also specified its intent that those anti-
racketeering monies be used for this phase of the project.  The PSCC second quarter expenditures were just over $100,000.  
The JLBC Staff recommends that the Committee give a favorable review of the request.  A response letter from the Arizona 
Department of Homeland Security was distributed and is included as Attachment A.   
 
Discussion ensued on this item. 
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Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff of DPS’s FY 2007 second 
quarter expenditures and progress for the statewide interoperability design project.  The motion carried. 
 
Arizona State University (ASU) – Review of Requested Transfer of Appropriations. 
 
Ms. Leah Ruggieri, JLBC Staff, said that Arizona State University is requesting a transfer of $11.1 million from their ASU 
main operating budget to their Downtown Phoenix Campus (DPC) Special Line Item line.  Of this amount, $9.3 million is for 
central administrative functions that were not initially captured in the original allocation of funds for the DPC Special Line 
Item.  The DPC Special Line Item was created by the Legislature during the last legislative session as the number of students 
attending the campus increased substantially in FY 2007.  The remaining $1.8 million of the $11.1 million request would 
essentially enhance the departments that are now on campus in terms of their budget and would primarily add additional staff 
positions.  This would not require an additional appropriation from the General Fund in future years.  The JLBC Staff is 
recommending a favorable review of ASU’s request. 
 
Senator Burns moved that the Committee give a favorable review as recommended by JLBC Staff to transfer $11.1 million 
from the Operating Lump Sum to the DPC Special Line Item line in FY 2007.  The motion carried. 
 
Arizona Health Care Cost Containment System (AHCCCS) – Review of Medicaid Eligibility Privatization Request for 
Proposal. 
 
Mr. Russell Frandsen, JLBC Staff, said that this item concerns AHCCCS’ review of its Medicaid eligibility privatization 
request for proposal.  Last year the Legislature passed legislation requiring AHCCCS to issue a Request for Proposal (RFP) 
to privatize the eligibility determination system for Medicaid clients.  Additionally, this legislation required that an RFP be 
issued by March 31, 2007 and that the RFP be reviewed by this Committee before it was to be released.  Additionally, the 
legislation required that the contract be reviewed by this committee before it is awarded.  AHCCCS’ plan regarding this 
legislation takes 2 different forms.  1) AHCCCS intends to issue an RFP for its KidsCare program and they indicate that they 
will issue this RFP (in the future, once the current issues regarding KidsCare are resolved in this year’s budget) and 2) the 
AHCCCS’s plan is to issue a Request for Information (RFI).  An RFI differs from an RFP in that an RFP is actually 
requesting bids on a contract and an RFI is simply a request for information regarding a possible future contract that may lead 
to a request for proposal.  This RFI would cover the remaining AHCCCS population, or 93% of the Traditional and 
Proposition 204 populations.  
 
AHCCCS indicates that they have 2 primary concerns related to the issuance of an RFP to privatize its eligibility services: 1) 
AHCCCS felt that March 31, 2007 was not enough time to develop an adequate RFP for a project of this size;  2) there are 3 
agencies involved in determining eligibility for the traditional and proposition 204 populations, AHCCCS is involved as well 
as the Department of Economic Security, which determines a majority of the eligibility for the Medicaid populations, and in 
addition, the Social Security Administration is also involved in determining eligibility, as those clients who are approved for 
SSI cash are automatically eligible for AHCCCS services.  
 
The Committee has at least the following options: a favorable review which would validate AHCCCS’ concern that they have 
expressed concerning the time frame for processing proposals, or an unfavorable review, as the RFP which they intend to 
issue for the KidsCare population, constitutes only 7% of the AHCCCS population.  Under either option, the Committee may 
wish to clarify that AHCCCS should return when its KidsCare eligibility RFP is available. 
 
Discussion ensued on this item.  Tom Betlach, of AHCCCS, responded to member questions. 
 
Senator Burns moved that the Committee give an unfavorable review to the RFI to privatize eligibility for Traditional and 
Proposition 204 populations with the caveat that AHCCCS should return when its KidsCare eligibility RFP is available.   
 
Representative Rios moved a substitution motion to recommend a favorable review.  The motion failed. 
 
Senator Burns’ original motion carried. 
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Without objection the Committee meeting adjourned at 9:00 a.m. 
 
Respectfully submitted: 
 
 
       __________________________________________ 
        Tanya Smith, Secretary 
 
 
       __________________________________________ 
        Richard Stavneak, Director 
 
 
       __________________________________________ 
            Representative Russell Pearce, Chairman 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE: A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams. 
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DATE:  May 7, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Martin Lorenzo, Fiscal Analyst 

Kimberly Cordes-Sween, Fiscal Analyst 
 
SUBJECT: Arizona Department of Corrections – Consider Approval and Review of Requested 

Transfer of Appropriations 
 
Request 
 
The Arizona Department of Corrections (ADC) requests the Committee consider the transfer of $27.9 
million within the department’s operating budget line items and Special Line Items (SLI).  Under the 
plan, monies would be transferred from line items that, at current funding levels, are projected to result in 
a surplus at the end of FY 2007 to line items projected to result in a deficit at the end of FY 2007.  
 
A.R.S. § 35-173(D) requires Committee approval prior to transferring monies to or from Personal 
Services and Employee Related Expenditures.  In addition, Laws 2006, Chapter 344 requires that any 
transfer to or from the amounts appropriated for the Overtime/Compensatory Time or Provisional Beds 
SLI’s would require review by the Joint Legislative Budget Committee (JLBC).  
 
Recommendation 
 
JLBC Staff recommends that the Committee approve and favorably review an alternative proposal to the 
ADC request.  The primary differences are as follows: 
 
• Transfer $10.2 million rather than the ADC requested $10.8 million into the Correctional Officer 

Personal Services line. 
• Transfer $7.0 million rather than $7.5 million out of All Other Personal Services. 
• Transfer $7.3 million rather than $8.0 million into the Overtime/Compensatory Time SLI. 
• Transfer $3.4 million into the Health Other Operating Expenditures (non-salaries) line item.  The 

department had not requested any transfer into the line item. 
• Transfer $1.9 million rather than $4.5 million into the Non-Health Other Operating Expenditures 

(non-salaries) line item. 
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(Continued) 

These adjustments would conform the proposed transfers to the current House and Senate FY 2007 
supplemental estimates.  With one exception, JLBC Staff and the Office of Strategic Planning and 
Budgeting (OSPB) have previously agreed on the surplus and shortfall estimates for each of the ADC line 
items.  The 2 offices had not agreed on a Health Other Operating Expenditure (OOE) estimate, but the 
current House and Senate budget FY 2007 supplemental proposals (as of this writing) essentially split the 
difference between the JLBC and OSPB estimates. 
 
The Senate is currently proposing a $9.6 million General Fund supplemental for the Health OOE, while 
the House has proposed a $9 million supplemental.  Under either proposal, the supplemental would be 
combined with the proposed $3.4 million transfer noted above to address the current shortfall in Health 
OOE. 
 
The following table provides the proposed transfer amounts and the revised appropriation total for each 
line item, under the department’s request and the JLBC Staff recommendation. 
 
Table 1 

Arizona Department of Correction's 
Transfers Requiring Committee Approval and Review 

       

Line Item 
ADC 

Proposal 
ADC  

Revised Total 
JLBC 

Proposal 
JLBC 

Revised Total 
Correctional Officer Personal Services* $10,800,000  $274,807,200  $10,225,500  $274,232,700  
Health Care Personal Services* (7,300,000) 35,940,900 (7,371,700) 35,869,200  
All Other Personal Services* (7,500,000) 69,516,200 (7,029,000) 69,987,200  
Employee Related Expenditures* 4,500,000  143,769,000 4,442,700  143,711,700  
Overtime/Compensatory Time SLI** 8,000,000  41,875,500 7,319,600  41,195,100  
Health OOE** 0 1/ 62,787,400 3,353,900 2/ 66,141,300  
Non Health OOE** 4,500,000  128,037,200 1,945,300  124,835,900  
County Jail Beds SLI** 0  1,009,500 17,700  1,027,200  
Private Prison Per Diem SLI** (13,099,000) 68,747,800 (13,103,700) 68,743,100  
Provisional Beds SLI** 99,000  35,032,400 199,700  35,133,100  
______________ 
1/ ADC proposes a $15.8 million supplemental (based on the ADC extrapolation). 
2/ This amount would be in combination with a $9.0 million to $9.6 million health care supplemental. 
* Committee approval is required for these line items. 
** Committee review is required for these line items. 

 
Analysis  
 
Personal Services and Employee Related Expenditures (ERE) 
Based on the department’s monthly expenditure reports, the Correctional Officer Personal Services line 
item is estimated to have a shortfall approaching $10.2 million, potentially due to the re-allocation of 
Personal Services and/or the department’s success in increasing Correctional Officer II staffing.  This 
shortfall, however, would be offset by an estimated surplus of $7.4 million in the Health Care Personal 
Services line item and $7 million in the All Other Personal Services line item.  
 
With respect to ERE (employee benefits), the Committee previously approved the department’s requested 
transfer of $12.7 million to other line items.  ADC overestimated its ERE surplus and now $4.4 million 
must be restored to this line item. 
 
Overtime/Compensatory Time (OT/CT) 
Laws 2006, Chapter 344 (General Appropriation Act) shifted monies from OT/CT to increase the salaries 
of those in the Correctional Officer (CO) series.  The higher pay was intended to reduce vacancies and, 



- 3 - 
 

(Continued) 

thereby, reduce overtime expenditures.  Based on the department’s monthly expenditure reports, it 
appears increases in staffing have resulted in decreased overtime costs in the current year.  For example, 
the department’s average OT/CT expenditures per-pay-period in July 2006 totaled $2.2 million as 
compared to the current cost of roughly $1.6 million when the department has an additional 664 
Correctional Officers.   
 
To date, the Committee has already transferred nearly $14.2 million to the OT/CT SLI, increasing the 
OT/CT allocation to $33.9 million.  The department’s requested transfer of $8 million would further 
increase this amount to $41.9 million and assumes the average cost per per-period, adjusted for new hires, 
would total approximately $1.5 million for the rest of FY 2007.  The JLBC Staff estimates the OT/CT 
cost per-pay-period could be further reduced to $1.4 million, as those currently in the Correctional Officer 
Training Academy (285 of the 664 new hires) are integrated into duties that are currently being completed 
by CO’s working overtime.  As a result, JLBC Staff proposes an alternative transfer of $7.3 million, 
bringing the total FY 2007 allocation to $41.2 million.  OSPB had previously agreed with the revised total 
expenditures of $41.2 million in this SLI. 
 
Health Care 
The FY 2007 General Appropriation Act provided funding of $62.8 million for Health Care OOE.  Due to 
increasing health care costs, both JLBC Staff and ADC are projecting a shortfall based on information 
provided in the department’s monthly expenditure reports.  Higher FY 2007 spending is attributed to an 
8.8% growth in the number of hospital bed days, a 6.5% increase in population, and 6% health care 
inflation.   
 
Non-Health OOE 
The FY 2007 General Appropriation Act includes $122.1 million for Non-Health OOE.  Currently, the 
department is projecting a FY 2007 need of $126.7 million, or $4.5 million more than what was 
appropriated for such costs.  The department attributes the $4.5 million shortfall to food and utility 
expenses.  Alternatively, when extrapolating the department’s current year-to-date expenditures for Non-
Health OOE, the JLBC Staff estimates an additional need of $1.9 million for a total of $124.8 million.  
OSPB had previously agreed to the revised total funding in this line of $124.8 million. 
 
Provisional Beds 
At the January 2007 JLBC meeting, the Committee deferred action on an ADC transfer request to the 
Provisional Beds SLI.  At that time, ADC was in the process of contracting for an additional 1,260 
provisional or temporary rented beds to replace out-of-state private and provisional contracts that were 
cancelled during the past 2 years.  Since the department had not negotiated a contracted rate with a 
provisional vendor or vendors, action was delayed until actual costs for contracting could be more 
accurately projected, and terms of the phase-in schedule would be known. 
 
The department has since contracted with the State of Indiana for 1,260 provisional beds at a per diem 
rate of $64.  On March 12, Indiana’s Newcastle Facility, a state-owned and privately-operated facility, 
began accepting Arizona inmates.  Based on a phase-in schedule of 105 inmates per week, JLBC Staff 
projects that the Provisional Beds SLI will be short by $199,700.  The JLBC Staff estimate is based on a 
consensus with OSPB.  The shift would provide total funding of $35.1 million in the Provisional Beds 
SLI in FY 2007.   
 
Due to a recent disturbance on April 24 at the Newcastle Facility where Arizona inmates are being 
housed, the current status of the provisional contract is in flux.  The department has not yet indicated 
whether Arizona inmates will continue to be housed at this location or if they will be transferred back to 
Arizona prison facilities.  If the Indiana beds are not filled as planned, the department may generate a 
surplus in the Provisional Beds SLI in FY 2007. 
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Private Prison Per Diem 
The department has a FY 2007 appropriation of $81.8 million, which is currently used to house 4,264 
inmates at 5 private prison facilities within the State of Arizona.  Of this total funding, $13 million was 
provided to ADC to replace 645 beds at a privately-operated Newton County, Texas facility.  The Texas 
contract was cancelled by the vendor in November 2005.  Since that time, however, ADC has replaced the 
Newton, Texas beds with provisional or temporary rented beds in the State of Indiana.  The department 
no longer requires the $13 million in the Private Prison Per Diem SLI since the replacement beds are not 
privately-contracted.  Both the JLBC and ADC propose a transfer of $13.1 million out of the Private 
Prison Per Diem SLI to be used in other parts of the ADC budget.  The Private Prison Per Diem SLI will 
have $68.7 million remaining after the transfer.  
 
RS/KC/ML:ss 
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DATE:  May 7, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Martin Lorenzo, Fiscal Analyst 
 
SUBJECT: Department of Public Safety – Review of the Expenditure Plan for the Gang and 

Immigration Intelligence Team Enforcement Mission 
 
Request 
 
Pursuant to the General Appropriation Act (Laws 2006, Chapter 344), the Department of Public Safety 
(DPS) is required to submit for review an expenditure plan for their appropriations for the Gang and 
Immigration Intelligence Team Enforcement Mission (GIITEM) prior to their expenditure.  
 
DPS has submitted for review a proposal to expend an additional $4.0 million of the $10 million 
appropriation for non-DPS law enforcement agencies and equipment purchases.  The department intends 
to enter into agreements/contracts with the Maricopa County Sheriff’s Office (MCSO), the City of 
Phoenix Police Department, and the United States Immigration and Customs Enforcement (ICE) agency.  
The General Appropriation Act specifies that a portion of GIITEM funding is to be used to expand 
GIITEM and immigration enforcement, including border personnel and other border security efforts.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the department’s request with 
the following provisions: 
 
• The use of $357,000 for the purchase of portable fingerprint readers is contingent upon Project 

Investment Justification (PIJ) approval from the Government Information Technology Agency 
(GITA). 

• DPS submit a revised expenditure plan prior to: 1) expending any additional monies beyond the 
reviewed expenditures; or 2) expending the approved amounts on items not in their current plan.   
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Analysis 
 
Non-DPS - $10 million Grants 
 
Laws 2006, Chapter 344 appropriates $10 million to DPS to:  
 
• expand the existing GITEM into a multi-jurisdiction task force known as the Gang and Immigration 

Intelligence Team Enforcement Mission,  
• add new functions relating to immigration enforcement, including border security and border 

personnel, and  
• to fund 85% of the costs of each local government agreement or contract, providing the police 

department or county sheriff has entered into a 287 Memorandum of Understanding (MOU) with the 
United States Department of Homeland Security. 

 
To date, the department has received a favorable review for the use of $2.3 million of the $10 million to 
fund the purchase of equipment as well as the operating costs associated with 10 federal Border Patrol 
agents assisting GIITEM.  Now, the department is requesting a favorable review for the use of an 
additional $4.0 million as a result of 3 anticipated agreements/contracts with the MCSO, Phoenix Police 
Department, and ICE.  Based on the department’s report, the Maricopa County Sheriff’s Office and the 
Phoenix Police Department have successfully entered into a 287 MOU with the United States Department 
of Homeland Security, a requirement to be eligible to receive a portion of the $10 million.  A 287 MOU is 
an agreement with the federal Department of Homeland Security that allows specific officers of state and 
local law enforcement agencies to enforce federal immigration laws after those officers have completed 
training with ICE.  Table 1 identifies, by line item, the department’s current and previous requests that 
comprise an expenditure plan totaling $6.3 million. 
 

Table 1 
GIITEM Expenditure Plans - $10 Million 

      

 
MCSO 

Agreement 
Phoenix /ICE 

Agreement Technology 
Previously 
Approved Total 

FTE Positions (Non-DPS) 15 7 0 10 37
Personal Services $1,027,900 $510,500 $0 $0 $1,538,400
Employee Related Expenditures 358,400 215,000 0 0 573,400
Professional and Outside Services 0 0 0 0 0
Travel - In State 0 21,000 0 0 21,000
Travel - Out of State 0 0 0 0 0
Other Operating Expenditures 55,600 240,000 0 289,300 584,900
Equipment 150,000 932,200 537,000 1,980,000 3,599,200
Total $1,591,900 $1,918,700 $537,000 $2,269,300 $6,316,900

 
Pursuant to a General Appropriation Act footnote, any unexpended and unencumbered monies remaining 
at the end of FY 2007 would be available for use through June 30, 2008.  To date, DPS has encumbered 
$621,600 of the $10 million for the purchase of an armored vehicle and mobile license plate readers.  Of 
the total, $273,800 was encumbered in the 3rd quarter.  In addition, 3 of the 10 federal Border Patrol 
agents are currently assisting GIITEM.  
 
Maricopa County Sheriff’s Office 
 
As indicated above, the Maricopa County Sheriff’s Office would receive nearly $1.6 million to support a 
portion of the costs incurred by 2 MCSO squads supporting the GIITEM mission.  This funding would 
provide 85% of the personal services and employee benefit costs for 15 MCSO sworn positions, 8 hours 
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of overtime per month for each eligible employee, vehicle mileage reimbursement, and a portion of 
MCSO’s start-up equipment costs.  Of the $1.6 million, $438,400 funds costs anticipated in FY 2007 
while the remaining monies fund costs to be incurred in FY 2008.  These MCSO squads would be 
independent of the GIITEM task force and would do immigration enforcement work focused on human 
smuggling operations. 
 
City of Phoenix Police Department  
 
Based on DPS’ report, nearly $1.9 million would fund a portion of the costs associated with a squad, 
consisting of 7 sworn Phoenix Police officers that are anticipated to be assigned to GIITEM.  While the 
department has not formally entered into an agreement with the City of Phoenix Police Department, it 
anticipates that the assignment may begin as early as June 2007.   As a result, approximately $55,800 
would be expended in FY 2007 and the remaining costs would be incurred in FY 2008.  Of the $1.9 
million, $725,500 provides 85% of the Personal Services and employee benefit costs for the 6 Phoenix 
Police Officers and the remaining monies provide: 
 
• $21,000 for in-state and potentially out-of-state travel expenses, 
• $424,300 for building lease and improvements and; 
• $702,800 for vehicles, fuel, maintenance, police equipment, and other operating expenditures. 
 
The Phoenix Police Department officers assigned to GIITEM would work with ICE and would be focused 
on human smuggling and other illegal immigration operations. 
 
Immigration and Customs Enforcement 
 
Like the positions aiding GIITEM and its mission from the MCSO and Phoenix PD, the federal 
Immigration and Customs Enforcement agents are not DPS employees, though they would be assigned to 
the GIITEM task force.  Specifically, 6 ICE agents would comprise 1 of 3 squads within the taskforce that 
form the Illegal Immigration Prevention and Apprehension Co-Op Team (IIMPACT).  The officers from 
the Phoenix PD and existing DPS officers will form the other 2 squads.  In total, the department 
anticipates only $45,100 in expenses associated with the ICE agreement as federal law prohibits U.S. 
agencies from accepting personnel funding from state or local governments.  In addition, the costs are 
further reduced due to ICE providing their own vehicles.  As a result, the $45,100 funds a portion of their 
operating, office, computer, and other equipment costs. 
 
Equipment 
 
To maximize the effectiveness of GIITEM and the newly formed IIMPACT, the department requests 
approval to use $537,000 to purchase specialized equipment.  The equipment, to be purchased, includes 
surveillance equipment ($180,000) and mobile fingerprint readers and associated infrastructure 
($357,000).  The mobile fingerprint readers would allow officers to scan fingerprints of individuals they 
come in contact with in the course of their duties.  The purchase of these mobile fingerprint readers would 
be contingent upon Project Investment Justification approval from the Government Information 
Technology Agency. 
 
Overview/Update - $7 million 
 
In addition to the $10 million, Laws 2006, Chapter 344 appropriates $7 million and 100 FTE Positions for 
sworn DPS personnel, of which 50 are for immigration and border security.  At this time, the department 
is not requesting approval for the use of any additional monies beyond the $6.9 million that previously 
received a favorable review.  The $6.9 million funds costs associated with 48 DPS sworn positions and 
the expansion of the departments recruiting efforts.   
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To date, 38 of the 48 approved DPS sworn positions have been filled and expenditures through the 3rd 
quarter totaled $1,477,500, with additional year-to-date encumbrances of $2,504,300.   
 
At the July meeting, the Committee requested that DPS submit the one-time and ongoing costs associated 
with the $7 million appropriation.  Pursuant to this request, the department has reported the $7 million 
includes one-time costs of $3.3 million and annualized on-going costs of $6.2 million.  Therefore, 
approximately $800,000 would be available for use in FY 2008 to hire additional positions.  
 
RS/ML:ym 
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DATE:  May 4, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Grant Nülle, Assistant Fiscal Analyst 
 
SUBJECT: Department of Commerce – Review of First Quarterly Expenditure Report for the 

Arizona 21st Century Competitive Initiative Fund 
 
Request 
 
Pursuant to Laws 2006, Chapter 334, the Department of Commerce (COM) has submitted for review the 
first quarterly report of Science Foundation Arizona’s (SFAz) expenditure of monies from the Arizona 
21st Century Competitive Initiative Fund and changes to the initial Memorandum of Understanding 
between COM and SFAz.  COM is proposing to transfer $1 million from the $5 million allocation for 
assistance in obtaining federal research grants.  These funds would be used to expand existing initiatives 
for K-12 student math and science programs ($400,000), increase the number of math and science 
teachers taking paid summer internships ($100,000), and assist in funding partnerships that expand 
research and development (R&D) performed in Arizona ($500,000). 
 
In addition, SFAz has submitted a list of performance measures and numeric goals requested by the 
Committee during its November 15, 2006 meeting. 

 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the proposed transfer and the 
first quarterly expenditure report.  The transfer represents a reallocation of funding among items already 
reviewed by the Committee.  According to SFAz, there was not enough qualified projects in the federal 
research leverage program to justify the original $5 million expenditure allocation.   
 
As of April 2, 2007, SFAz has approved $13.9 million in awards for 5 of its 7 programs and actually 
expended $2.2 million of the monies drawn from the fund for award payments and activities.  The $18 
million allocated for public-private research partnerships has not been awarded yet.  Table 1 shows a 
more detailed description of the progress of the various programs. 
 
SFAz also included proposed first year performance measures, with numeric goals, to evaluate the 
effectiveness of its grant programs.  A detailed list of recommended performance measures are included 
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in Table 2 and Table 3.  The proposed measures are consistent with those used by other states to gauge 
the performance of science and engineering related investment programs. 
 
In addition to the performance measures suggested by SFAz, JLBC Staff suggests that the Committee 
recommend the following measures be tracked by SFAz:  
 
1)   Number of SFAz awards per investment program that result in commercial products; 
 
2)   Amount of licensing and royalty revenue earned by grant recipients; 
 
3)   A breakdown of the "dollars leveraged from other sources" measure by federal, private foundation, 

and venture capital sources when submitting results for the first year performance measures.  
 
The JLBC Staff also suggests the Committee recommend that SFAz provide numeric goals for the $2.5 
million other discretionary grants program’s performance measures in its next quarterly report. 
 
Analysis 
 
Expenditures and Proposed Reallocation of Monies 
 
Highlights from the first quarterly report are included below and summarized in Table 1. 
 
Table 1 

SFAz Awards and Expenditures-First Quarterly Report FY 2007 
$ in Millions 

       

Program 
Original 
Allocation Awards 1/ 

Awards 
Amount 

  Monies 
Drawn 

Monies 
Expended 

   Proposed 
Reallocation 

Public-Private Research  $18.0 0          $0.0 $0.0     $0.0       $0.0 
Federal Research Leverage 5.0 26 4.0 2.5 2.0 (1.0) 
Small Business Seed Capital 2.0 8 1.9 1.0 0.0 0.0 
Graduate Research Fellowships 4.0 80 4.0 2.0 0.0 0.0 
K-12 Student Programs 1.5 3 1.9 0.0 0.0 0.4 
K-12 Teacher Internships 2.0 5 2.1 0.0 0.0 0.1 
Other Discretionary Grants 2.0 0 0.0 0.0 0.0 0.5 
Management/Studies    0.5  N/A N/A 0.1 0.2 0.0 
    Total $35.0 122 $13.9 $5.6 $2.2 -- 
____________ 
1/ Award decisions for the Strategic Research Groups and Other Discretionary Grants programs are expected May 2007 
 
• Graduate Research Fellowships - SFAz awarded $4 million in scholarships to 80 top first-year 

graduate students to attend Arizona’s public research universities in science and engineering fields.  
$1.85 million was awarded for 45 graduate students to attend Arizona State University; $1.75 million 
was awarded for 50 students to attend the University of Arizona, and $400,000 was awarded for 15 
students to attend Northern Arizona University.   

 
• Small Business Seed Capital (Small Business Catalytic Funding) - 8 technologies being developed at 

the universities were awarded $2 million in seed capital to help its creators convert concepts into 
commercial products. 

 
• Federal Research Leverage (Competitive Advantage Awards) - $4 million has been awarded to 26 

existing research projects that have the potential to attract an additional $30 million in federal 
research grants to Arizona.   
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• K-12 Student/Teacher Programs - 8 grants totaling $4 million have been awarded for programs that 
will engage an estimated 20,000 Arizona K-12 students in math and science programs and provide an 
estimated 145 math and science teachers paid summer internships in academia or industry. 

 
• Pending Committee review, SFAz and COM have agreed to reallocate $1 million in unused monies 

from the grant program that assists researchers in securing federal grants to 3 other programs, 
$400,000 to the K-12 student program, $100,000 to the K-12 teacher internship program, and 
$500,000 to the other discretionary grants program. 

 
• Grants have not been approved for the public-private research (Strategic Research Groups) program.  

These grants provide matching funding for partnerships between industry and research institutions 
with the intent of winning federal research center grants and expanding industry R&D performed in 
the state.  Proposals are under review and SFAz expects to approve awards for the $18 million 
program in late May.  SFAz has also not approved awards for the other discretionary grants (Strategic 
Initiatives) program and is currently negotiating partnerships that will draw corporate R&D to the 
state.  Awards for the $2.5 million program are also expected in late May. 

 
• Overall, SFAz has approved $13.9 million in awards and expended $2.2 million from the fund. 
 
Evaluation and Performance 
 
Pursuant to the Committee’s recommendation during its November 15, 2006 meeting, SFAz submitted 
first year performance measures, with numeric goals, in its first quarterly report.  These measures are 
displayed in Table 2 and Table 3.  Results for these measures and the first year of SFAz funding will be 
reported June 2008.  These measures are consistent with science and engineering investment performance 
measures used by other states.  Overall, the proposed measures capture the purpose and expected results 
of each of the grant programs.  Table 2 displays SFAz’s performance measures and numeric goals for the 
4 R&D grant programs.  These programs comprise $26.5 million of the $35 million in 21st Century 
Competitive Initiative Fund monies. 
 

Table 2 
Performance Measures and Numeric Goals for June 2008 – R&D Grant Programs 

 

Program 1/ 
Scientific 

Publications 
Patents 
Filed 

Companies 
Created 

Jobs/Average 
Salaries 

Dollars 
from 
Other 

Sources  
Industry 
Match 3/ 

Grad 
Students 

Participating 
Strategic Research       

Groups ($18 M) 4 4 0 40/$50K 0 $18M 20 

Competitive 
Advantage Awards 
($4 M) 

0 0 0 0 $5M 0 40 

Small Business 
Catalytic Funding 
($2 M) 

2 2 4 4/$50K 0 N/A 12 

Strategic Initiatives 2/  
($2.5 M) -- -- -- -- -- -- -- 

___________ 
1/ The JLBC Staff suggests the Committee recommend SFAz track the following additional performance measures for these R&D programs:  1) 

Number of awards per investment program that result in commercial products; 2) Amount of licensing and royalty revenue earned by grant   
recipients;  3)  Break down the “Dollars from Other Sources” measure by federal, private foundation, and venture capital sources when 
submitting first-year results. 

2/ The JLBC Staff suggests the Committee recommend SFAz provide numeric goals for the Strategic Initiatives program in its next quarterly report. 
3/ A 1:1 industry match is required for the $2.5 million anticipated to be awarded for R&D partnerships under the Strategic Initiatives program.   
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SFAz submitted 2 additional performance measures for the R&D grant programs, patents issued and 
technology licensed, but does not expect any patents to be issued or technology licensed for any of the 
programs during the first year.  SFAz will still track these measures in the first year and revise its numeric 
goals for the second year of grants. 
 
Table 3 displays SFAz’s performance measures and numeric goals for the 3 educational grant programs.  
These programs comprise $8 million of the $35 million in 21st Century Competitive Initiative Fund 
monies. 
 

Table 3 
Performance Measures and Numeric Goals for June 2008 – Educational Programs 

 

Program 
Total 

Participants 
 

% Rural Districts 
 
% Low Income Dist. 

 
% Native Amer. Dist. 

Teachers 
Retained in AZ 

K12 Teacher 
Internships ($1.9  M) 145 75 75 25 100 

K-12 Student   
Programs ($2.1 M) 20,000 30 70 10 

 
N/A 

Graduate Research 
Fellowships ($4 M) 

 
80 N/A N/A N/A N/A 

 
An additional performance measure for the K-12 Student program, percentage of students completing 
advanced math/science in high school, was submitted, but no numeric goal was provided.  Long-term 
measures for the Graduate Research Fellowships program include scientific publications, doctorates 
awarded, and fellows that stay to work in Arizona upon earning a doctorate.  
 
SFAz also provided in its first quarterly report a broader set of performance measures it believes the state 
should consider when evaluating the development of a knowledge-driven economy in Arizona.  These 
measures include: 1) Amount of corporate R&D performed in the state; 2) Math and science proficiency of 
K-12 students; 3) Percentage of math, science, and engineering degrees awarded by the universities; 4) 
High-tech company start-ups and venture capital investment; 5) Availability and retention of scientists and 
engineers in the state; and 6) Economic impact of the universities. 
 
RS/GN:ts 
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DATE:  May 4, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies 
 
Request 
 
Pursuant to a footnote in the General Appropriation Act, the Office of the Attorney General (AG) has notified 
the Committee of the allocation of monies received from the Budget Car & Truck Sales (Budget) consent 
judgment.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan for the Budget 
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 General Appropriation Act contains a footnote that requires JLBC review of the allocation or expenditure 
plan for settlement monies over $100,000 received by the AG or any other person on behalf of the State of 
Arizona, and it specifies that the AG shall not allocate or expend these monies until the JLBC reviews the 
allocations or expenditures.  Settlements that are deposited in the General Fund pursuant to statute do not 
require JLBC review.   
 
In March 2007, the Attorney General entered into a consent judgment with Budget as a result of allegations 
that the company employed deceptive practices in the advertisement of used vehicles.   The lawsuit alleged 
that between 2003 and 2005, Budget ads falsely stated that 3 major rental car companies were being forced to 
prematurely liquidate thousands of cars due to a “recent crisis”, and that Budget was the exclusive regional site 
for the non-existent “national” sale.  The lawsuit further alleged that Budget’s ads deceptively compared their 
used car sales prices with the original Manufacturer’s Suggested Retail Price for the vehicles, which greatly 
misrepresented the amount of advertised savings.  In addition to placing restrictions on Budget’s advertising 
practices, the consent judgment requires Budget to pay $125,000 to the Attorney General for deposit into the 
Consumer Fraud Revolving Fund for attorney costs and fees. 
 
RS/LR:ts 
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DATE:  May 4, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Intended Use of Monies in the Antitrust Enforcement 

Revolving Fund 
 
Request 
 
Pursuant to a footnote in the General Appropriation Act, the Office of the Attorney General (AG) has 
notified the Committee of its intended use of Antitrust Enforcement Revolving Fund monies in excess of 
$232,400 in FY 2007.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the intended expenditures, as 
they are consistent with the statutorily allowed usage of Antitrust Enforcement Revolving Fund monies 
and can be supported with an adequate fund balance. 
 
Analysis 
 
The General Appropriation Act contains a footnote which states that all revenues received by the 
Antitrust Fund in excess of $232,400 in FY 2007 are appropriated.  Expenditures from the fund, however, 
are limited to $750,000.  The footnote further requires that the AG shall not expend monies from the fund 
in excess of $232,400 prior to review by the Joint Legislative Budget Committee.   
 
Monies recovered for the state as a result of antitrust, restraint of trade or price-fixing activity 
enforcement are deposited into the Antitrust Enforcement Revolving Fund.  A.R.S. § 41-191.01 requires 
the AG to use the fund to cover costs and expenses associated with antitrust enforcement efforts.  Monies 
can be expended for items such as filing fees, court costs, travel, depositions, transcripts, reproduction 
costs, expert witness fees and investigations.  Except for the attorney fees due upon the initial recovery of 
monies, fund monies cannot be used to compensate or employ permanent attorney positions.  In FY 2006, 
the Attorney General expended $307,400 from the fund for antitrust enforcement efforts. 
 
 
            (Continued) 
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As the agency reports a beginning fund balance of $714,900 in FY 2007 and anticipates additional 
settlement monies during the year, the AG is requesting to expend monies from the fund in excess of 
$232,400.  The AG estimates that FY 2007 expenditures will be a total of $318,000 for the following 
purposes: 
 
• $269,500 for personnel costs.  This will fund Personal Services and Employee Related Expenses for 5 

existing non-attorney staff positions. 
• $16,100 for multi-state cases.  This represents Arizona’s share of the investigative and court costs 

associated with participating in multi-state antitrust cases. 
• $32,400 for operating costs.  The operating costs are for the support of the Antitrust Unit. 
 
RS/LR:ts 
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DATE:  May 7, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Assistant Director 
 
SUBJECT: Department of Education – Report of Plan to Fund AIMS Study Guides with Achievement 

Testing Monies  
 
Request 
 
Pursuant to a footnote in the General Appropriation Act, the Arizona Department of Education (ADE) is 
reporting its plan to spend surplus Achievement Testing funding from FY 2006 and FY 2007 on AIMS study 
guides. 
 
Recommendation 
 
The Committee has at least the following 3 options: 
 
1) A favorable review.  Surplus monies are available within the Achievement Testing program and the 

study guides can be viewed as an allowable use of these funds.   
2) An unfavorable review.  The AIMS Study Guides were intended to be funded with non-appropriated 

monies from Failing Schools Tutoring Fund. 
3) No action.  Statute only requires the Committee to receive a report and a review is not required.   
 
We are pursuing 2 other issues with ADE.  First, unused Achievement Testing funds lapse at the end of each 
year.  As a result, it is unclear as to why funding remains available from FY 2006.  Second, we are seeking 
clarification as to ADE’s plan for covering these costs in FY 2008.  
 
Analysis 
 
A footnote in the General Appropriation Act states that “Before making any changes to the Achievement 
Testing program that will increase program costs, the State Board of Education shall report the estimated fiscal 
impact of those changes to the Joint Legislative Budget Committee.”  In recognition of this footnote, ADE has 
submitted to the Committee a report of its plan to use $3,583,900 in combined FY 2006 carry forward and 
FY 2007 surplus monies for Achievement Testing to fund the cost of AIMS study guides for FY 2007.  The 
rest of this memo provides more detail on this issue.   
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Background Information 
 
In August 2006, ADE awarded a contract to McGraw-Hill to provide Arizona with a two-year program of 
AIMS High School study guides for 11th and 12th grade students who do not meet standards on the AIMS high 
school test and for 9th grade students who did not pass their 8th grade test (see Attachment 1).  The contract 
amounts for this program are $3,583,900 for FY 2007 and $3,327,700 for FY 2008.  Attachment 1 indicates 
that these study guides are developed from individual students’ AIMS test results and are used as a 
remediation tool by students.   
 
Prior to the awarding of the August 2006 contract, Laws 2006, Chapter 266 amended statute governing the 
Failing Schools Tutoring Fund (A.R.S. § 15-241.BB) in order to allow ADE to use non-appropriated Failing 
Schools Tutoring monies to fund the purchase of such study guides.  Our understanding is that the McGraw-
Hill contract was intended to be funded with monies from the FSTF.  In Attachments 2 & 3, however, ADE 
now indicates that funding the Guides with FSTF monies in FY 2007 will leave that fund with insufficient 
monies to pay for projected tutoring expenses for FY 2008.  
 
Tutoring Monies 
 
The Failing Schools Tutoring Fund (FSTF) was established by Proposition 301 and receives $1.5 million 
annually from the Proposition 301 sales tax.  These monies originally were dedicated for tutoring only, but, as 
noted above, statute regarding their use was amended last year to allow them to also be used to purchase 
materials such as AIMS study guides.  Up until recently, the FSTF fund was underutilized due to low tutoring 
participation rates by students and fund balances increased each year, resulting in a reported ending balance of 
$6.2 million at the end of FY 2006.  ADE now reports, however, that participation rates for tutoring have 
increased substantially and all FSTF monies will be needed for tutoring costs only.   
 
In that regard, Attachment 3 from ADE shows that $2.7 million has already been spent on tutoring through 
April of this year and that ADE projects that this total will increase to $4.1 million by year’s end (versus $1.5 
million in Proposition 301 revenue into the FTSE for the year).  The increase in tutoring rates is due, at least in 
part, to changes in State Board of Education policy for the program that were made last June.  These changes, 
for example, allow the FSTF to fund tutoring for 9th and 10th grade students who did not pass the 8th grade 
AIMS test.  Previously only 11th and 12th grade pupils who had not passed the AIMS high school were eligible 
for FSTF-funded tutoring.  
 
Achievement Testing Surplus 
 
ADE indicates that Achievement Testing carry forward monies from FY 2006 and surplus monies from 
FY 2007 can be used to fund the $3,583,900 contract cost for AIMS study guides for FY 2007.  We are unclear 
at this time as to how carry forward funds could exist for Achievement Testing, as state funding for this 
programs is not non-lapsing.  For FY 2007, however, we understand that ADE anticipates that the program 
will have $2.1 million surplus due to delays in implementing planned changes to the current AIMS contract.   
 
RS/SSc:ym 













(Continued) 

 STATE OF ARIZONA  
   
 

Joint Legislative Budget Committee 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS   RUSSELL K. PEARCE 
  CHAIRMAN 2008 PHONE (602) 926-5491   CHAIRMAN 2007 
PAULA ABOUD  KIRK ADAMS 
AMANDA AGUIRRE FAX (602) 926-5416 ANDY BIGGS 
JAKE FLAKE  TOM BOONE 
JORGE LUIS GARCIA http://www.azleg.gov/jlbc.htm OLIVIA CAJERO BEDFORD 
JACK W. HARPER  LINDA J. LOPEZ 
THAYER VERSCHOOR  PETE RIOS 
JIM WARING  STEVE YARBROUGH 

 
DATE:  May 7, 2007 
 
TO:  Representative Russell Pearce, 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 footnote in Laws 2006, Chapter 344 (General Appropriation Act), the Department 
of Environmental Quality (DEQ) requests Committee review of the intended uses of Indirect 
Cost Recovery Funds in excess of $10,485,700. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the department’s 
request.  
 
Analysis 
 
The Indirect Cost Recovery Fund is used to pay administrative and overhead expenses for DEQ 
programs.  Laws 2006, Chapter 344 requires Committee notification if DEQ plans to exceed the 
appropriated amount from the Indirect Cost Recovery Fund.  In FY 2007, this cap was set at 
$10,485,700, as modified for statewide salary and other adjustments 

DEQ has expended $8,996,600 from this fund in the first 3 quarters of FY 2007.  They anticipate 
spending a total of $11,770,700 for the entire fiscal year.  In comparison, they spent $11,121,900 
in FY 2006.  They intend to spend the additional monies on salaries, rent, and other operating 
expenses. 
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Although the Indirect Cost Recovery Fund is appropriated, monies are transferred to it from 
other funds, not directly deposited into it.  Federal grants supply 30% of the fund, with an 
additional 38% coming from other non-appropriated sources.  The remaining 32% 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:  May 4, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Bob Hull, Principal Research/Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of Third Party Progress Report 
 
Request 
 
The Arizona Department of Transportation (ADOT) requests review of its quarterly progress report 
regarding increasing third party transactions.  With the exception of traffic survival schools, ADOT 
continues to increase its number of third parties. 
 
Also included is ADOT’s response to questions raised at a prior Committee meeting regarding a new 
statistical sampling method for quality assurance reviews of third party title transactions.  This 
streamlined new sampling method has significantly reduced ADOT’s work backlog. 
 
Recommendation 
 
Third Party Progress Report 
The JLBC Staff recommends that the Committee give a favorable review of the third quarter report, given 
the progress ADOT is making in increasing its use of third parties and reducing the quality assurance 
backlog.  The next quarterly report on third party quality assurance is due by July 30, 2007. 
 
Third Party Transactions Statistical Sampling and Validity Report 
No Committee action is required on the third party transactions statistical sampling and validity report.  
However, the JLBC Staff recommends that ADOT provide a progress report on their 1-year pilot project 
by April 30, 2008.  The report should include whether they have sustained the 4% rate of review for third 
party transactions and still retained statistical validity. 
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Analysis 
 
The General Appropriation Act for FY 2007 expanded ADOT’s quarterly third party reports to include 
data and waiting lists for other third parties besides the title and registration third parties.  In addition, it 
seeks to reduce or eliminate ADOT’s third party waiting lists by adding 6 FTE Positions in FY 2007 for 
MVD to contract with 145 authorized title and registration third parties, and 2 FTE Positions in FY 2007 
for MVD to eliminate the vehicle identification number inspections waiting list.  The Committee gave a 
favorable review of the third party quality assurance report for the second quarter of FY 2007 at its March 
29, 2007 meeting. 
 
Third Party Title Transactions Quality Assurance 
The section’s backlog of title transactions decreased from 20 business days in the second quarter of FY 
2007 to 16 business days (down from 31 business days in FY 2006), due to a pilot project that cut the 
percentage of third party work that was reviewed by MVD quality assurance from 10% to 4%. 
 
ADOT removed the moratorium on new title transaction third parties in FY 2006 and is processing 
applications for 107 entities, including both those on the former waiting list and new applicants who are 
interested in becoming third parties.  There are currently 88 existing third parties, including 28 new 
offices that have opened in FY 2007.  
 
Third Party Vehicle Identification Number Inspections 
ADOT removed the moratorium on new vehicle identification number third parties in FY 2006 and is 
processing applications for 84 entities, including both those on the former waiting list and new applicants 
who are interested in becoming third parties.  There are currently 422 existing third parties, including 66 
new offices that have opened in FY 2007. 
 
Third Party Driver Schools 
ADOT removed the moratorium on new commercial and non-commercial driver schools and driver 
license examiners in FY 2006, and has eliminated the waiting list. 
 
MVD licenses traffic survival schools and certifies instructors.  Their approved staffing has not changed 
from FY 2005.  Drivers with certain traffic violations are required by MVD or a court to attend and 
successfully complete a traffic survival school in order to avoid driver license suspension.  There are 77 
traffic survival school third parties and 59 entities are on the waiting list. 
 
High school driver education is administered by the Department of Education.  MVD licenses the driver 
education instructors.  There are 76 high school driver education third parties.  There is no high school 
driver education waiting list. 
 
Third Party Transactions Statistical Sampling and Validity Report 
This report was requested by the Committee at its December 18, 2006 meeting as a provision of the 
favorable review of ADOT’s third party transactions statistical validity report, which was submitted 
pursuant to a footnote in the FY 2007 General Appropriation Act. 
 
ADOT reports that they began using a new statistical sampling method on January 27, 2007 for quality 
assurance reviews of third party title transactions.  Through April 16, 2007, the percentage of third party 
transactions being reviewed had decreased from 10% to 4%, while retaining their accuracy rate and 
statistical validity.  As a result, the backlog of transactions for review decreased from 26,400 to 3,700.  
On April 1, 2007, ADOT began a 1-year pilot project to ensure the reliability of the accuracy rate that 
they have achieved so far under the new sampling methodology. 
 
RS/BH:ym 






















