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JOINT LEGISLATIVE BUDGET COMMITTEE 
  Thursday, June 9, 2011 

  9:30 A.M. 
  House Hearing Room 4 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of April 14, 2011. 
  
- DIRECTOR'S REPORT (if necessary). 
  
- EXECUTIVE SESSION 
 A. Arizona Department of Administration, Risk Management Services - Consideration of 

Proposed Settlements under Rule 14. 
 B. Arizona Department of Administration - Review for Committee the Planned Contribution 

Strategy for State Employee and Retiree Health Plans as Required under A.R.S. § 38-658A. 
  
1. REVIEW OF REQUESTED EXCHANGE OF FUND TRANSFERS. 
  
2. AHCCCS - Review of Revised Acute Care Capitation Rate Changes - Agency Request. 
  
3. ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
  

 
  
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
5/31/11 
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 

 
April 14, 2011 

The Chairman called the meeting to order at 9:00 a.m., Thursday, April 14, 2011, in House Hearing 
Room 4.  The following were present: 
 
Members: Representative Kavanagh, Chairman Senator Biggs, Vice-Chairman 
 Representative Alston Senator Aboud 
 Representative Fillmore Senator Cajero Bedford 
 Representative Harper Senator Crandall 
 Representative Jones Senator Klein 
 Representative Tobin Senator Murphy 
 Senator Yarbrough 
  
Absent:  Representative Heinz  
 Representative Tovar  
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of December 14, 2010, 
Chairman John Kavanagh stated that the minutes would stand approved. 
 
EXECUTIVE SESSION  
 
Senator Biggs moved that the Committee go into Executive Session.  The motion carried. 
 
At 9:05 a.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Senator Biggs moved that the Committee reconvene into open session.  The motion carried. 
 
At 9:38 a.m. the Committee reconvened into open session. 
 
Senator Biggs moved that the Committee approve the recommended settlement proposals by the Attorney 
General’s Office in the cases of: 
 
• Blakey v. State, et al. 
• Valenzuela v. State 

 



(Continued) 

The motion carried. 
 
ADOPTION OF COMMITTEE RULES AND REGULATIONS 
 
Mr. Richard Stavneak, JLBC Staff,  stated that the rules and regulations remain the same as last session 
with 2 exceptions:  1) Given the difficulty of acquiring a quorum during the interim, the Committee 
would delete the requirement that there be a quarterly meeting although that is the ongoing intent.  2)  
The JLBC Staff Director’s salary could be set by either the Committee or the Chairman and Vice 
Chairman. 
 
Senator Biggs moved that the Committee adopt the revised JLBC Committee Rules and Regulations.  
The motion carried. 
 
STATE LAND DEPARTMENT - Review of Establishing Fees in Rule.  
 
Mr. Ted Nelson, JLBC Staff, stated that this item is a review of the State Land Department’s fee amounts.  
Laws 2010, 2nd Regular Session, Chapter 243 requires that the Committee review the department’s fees 
when they are established by rule.  The JLBC Staff recommended a favorable review. 
 
Senator Biggs moved that Committee give a favorable review to the State Land Department’s request to 
establish its current statutory fees in rule.  The motion carried. 
 
JLBC STAFF - Consider Approval of Index for School Facilities Board Construction Costs. 
 
Mr. Jack Brown stated this item is for approval of an index for School Facilities Board (SFB) 
construction costs.  A.R.S. § 15-2041D3(c) requires that the cost-per-square-foot factors used in SFB 
formulas be adjusted at least once annually for construction market conditions.  Any adjustment made 
would have no short-term fiscal impact as the FY 2012 budget includes both the suspension of the 
building renewal formula and also a new school construction moratorium.  The JLBC Staff presented 
options to the Committee. 
 
Senator Biggs moved that the Committee approve a 0% adjustment in the cost-per-square-foot factors, 
based on the latest 1-year change in the Rider Levett Bucknall (RLB) national construction cost index.  
The motion carried.
 
ATTORNEY GENERAL (AG) - Review of Allocation of Settlement Monies. 
 
Mr. Richard Stavneak, stated this item is a review of allocation of settlement monies from 5 
settlements:   
 

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

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

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

 
 



 

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

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

 
The JLBC Staff recommended a favorable review. 
 
Senator Biggs moved that the Committee give a favorable review to the Attorney General’s allocation 
plans of settlement monies totaling $6,206,800.  The motion carried. 
 
Without objection, the meeting adjourned at 9:45 a.m. 
 
Respectfully submitted: 
 
 
 ______________________________________ 
 Sandy Schumacher, Secretary 
 
 
 
 ______________________________________ 
 Richard Stavneak, Director 
 
 
 
 ______________________________________ 
 Representative John Kavanagh, 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:  June 2, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Stefan Shepherd, Deputy Director 
 
SUBJECT: Review of Requested Exchange of Fund Transfers 
 
Request 
 
The FY 2011 and FY 2012 General Appropriation Acts require the Joint Legislative Budget Committee 
(JLBC) to review agency requests to transfer monies between their own funds in order to comply with 
FY 2011 transfers required by these acts.  The Arizona Department of Administration (ADOA), the 
Arizona Department of Education (ADE), the Department of Environmental Quality (ADEQ), the 
Arizona State Parks Board, and the Arizona Department of Transportation (ADOT) have requested 
Committee review of fund transfers pursuant to these bills. 
 
These fund exchanges were intended to resolve situations in which a fund with insufficient cash to 
achieve the mandated fund transfer could get additional monies to ensure that transfer was completed and 
were not intended to resolve other issues. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of some or all of the proposed exchange of fund transfers. 
 
2. An unfavorable review. 
 
While most of the agency requests comply with statutory intent, several of the transfers may not.   
 
A. Transfers into ADEQ's Solid Waste Fund above $369,500.  ADEQ is seeking to transfer $627,900 

into the Solid Waste Fund, which would more than offset the fund's $369,500 transfer to the General 
Fund.  The statute does not envision this type of excess sweep to build up the Solid Waste Fund 
balance over and above its General Fund transfer. 

 
(Continued) 
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B. The Parks Board proposal to replace the State Lake Improvement Fund (SLIF) transfer with monies 

from the State Park Enhancement Fund (SPEF).  SLIF has sufficient funds for the transfer to the 
General Fund.  The Parks Board, however, would like to retain these non-appropriated funds for State 
Park capital projects, including repair and maintenance. 

 
As an alternative, the JLBC could favorably review the transfer but request that the Parks Board 
submit their SLIF capital projects for review by the Joint Committee on Capital Review.   

 
C. The ADOT proposal to replace the Arizona Highways Magazine Fund transfer with monies from the 

Transportation Department Equipment Fund.  ADOT has not yet answered JLBC Staff questions 
regarding the need for the transfer as the Arizona Highways Magazine Fund currently has a greater 
fund balance than the Transportation Department Equipment Fund. 

 
Analysis 
 
Table 2 summarizes the requested fund transfer exchanges for each agency. 
 
Arizona Department of Environmental Quality 
ADEQ has requested transferring $627,900 of monies into the Solid Waste Fee Fund.  The total amount 
required to be swept out of the Solid Waste Fee Fund, however, is only $369,500.  The department is 
trying to replenish the Solid Waste Fee Fund for reasons unrelated to their FY 2011 transfer. 
 
Given that the statutory intent is to backfill for insufficient balances, the Committee has the option to 
recommend limiting the transfers to the Solid Waste Fee Fund to $369,500. 
 
Arizona State Parks Board 
Laws 2011, Chapter 24 requires the Parks Board to transfer $1.49 million from SLIF.  SLIF generates 
revenue primarily from the Highway User Revenue Fund based on a formula that estimates state gasoline 
taxes paid for boating purposes and is used to fund projects at boating sites. 
 
The Parks Board is instead requesting to transfer this same amount from the State Parks Enhancement 
Fund (SPEF).  SPEF generates revenue from state parks user fees and concession sales and can be used 
for parks operations or capital projects. 
 
SLIF, the source of the mandated transfer, has sufficient funds to complete the transaction without 
shifting the transfer onto SPEF.  As displayed in Table 1 below, the SLIF and SPEF balances would still 
have sufficient balances at the end of FY 2012, although the SPEF balance is larger.   
 

Table 1 
FY 2012 Ending Balance 

   
 
Fund 

Without 
Fund Exchange 

With 
Fund Exchange 

SPEF  $6,422,600  $4,931,500 
SLIF  $1,240,300  $2,731,400 

 
The Parks Board states a $1.24 million SLIF balance at the end of FY 2012 without the fund exchange 
would be an historical low and they would like to retain more funds for maintenance and repair costs. 
 
SLIF is a non-appropriated fund.  The Parks Board appears to be seeking to place more monies in a non-
appropriated account to provide additional resources for repairs within state parks.  The Committee has 
the option to unfavorably review the SLIF transfer. 

(Continued) 
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Statute does require JCCR to review a SLIF expenditure plan prior to use.  If the Parks Board uses 
funding for repair and/or maintenance, the Committee alternatively may recommend that the Parks Board 
submit these expenditures for review to JCCR.  The Parks Board does not believe their particular projects 
fall under the Committee’s jurisdiction. 
 
Arizona Department of Transportation 
Laws 2010, 7th Special Session, Chapter 1 requires ADOT to transfer $851,400 from the Arizona 
Highways Magazine Fund to the General Fund.  The department is instead requesting to transfer the same 
amount from the Transportation Department Equipment Fund. 
 
ADOT has not answered JLBC Staff questions regarding the need for the transfer as the Arizona 
Highways Magazine Fund currently has a greater fund balance than the Transportation Department 
Equipment Fund.  As of April 2011, the Arizona Highways Magazine Fund had a balance of $1,927,300, 
and the Transportation Department Equipment Fund had a balance of $1,557,800. 
 
RS/SSh:mt 
 

Table 2 
Requested FY 2011 Fund Transfer Exchanges 

 
 
 

Original Fund  1/
 

Original 
Transfer 

  Amount 2/
 

 
Agency 

Proposed Fund 3/
 

Revised 
Transfer 

  Amount 4/
 

    

Arizona Department of 
Administration 

   

Telecommunications Fund  $1,090,000 Risk Management Fund $1,090,000 
Subtotal $1,090,000  $1,090,000 
    

Arizona Department of 
Education 

   

Internal Services Fund $   791,900 Special Education Fund $   791,900 
Production Revolving Fund 355,800 Special Education Fund 355,800 
Teacher Certification Fund      372,500 Special Education Fund     372,500 
Subtotal $1,520,200  $1,520,200 
    

Arizona Department of 
Environmental Quality 

   

Indirect Cost Fund $   800,000 Air Quality Fund $   800,000 
Indirect Cost Fund 500,000 Underground Storage Tank Revolving 500,000 
Institutional and Engineering  
  Control Fund 

37,300 Underground Storage Tank Revolving 37,300 

Solid Waste Fee Fund 60,600 Underground Storage Tank Revolving 60,600 
Solid Waste Fee Fund 250,000 Underground Storage Tank Revolving 250,000 
Solid Waste Fee Fund      317,300 Recycling Fund      317,300 
Subtotal $1,965,200 Subtotal $1,965,200 
    

Arizona State Parks Board    
State Lake Improvement Fund $1,491,100 State Parks Enhancement Fund $1,491,100 
Subtotal $1,491,100  $1,491,100 
    

Department of 
Transportation 

   

Arizona Highways Magazine  
  Fund 

$  851,400 Transportation Department Equipment  
  Fund 

$  851,400 

Subtotal $  851,400  $  851,400 
__________    
1/  Fund source for transfers in budget. 
2/  Amount for transfers in budget. 
3/  Funds from which agencies are requesting transfers in order to accommodate the mandated transfer. 
4/  Transfer amounts proposed by agency. 

 

















(Continued) 

 STATE OF ARIZONA  
   
 

Joint Legislative Budget Committee 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
ANDY BIGGS   JOHN KAVANAGH 
  CHAIRMAN 2012 PHONE (602) 926-5491   CHAIRMAN 2011 
PAULA A. ABOUD  LELA ALSTON 
OLIVIA CAJERO BEDFORD FAX (602) 926-5416 STEVE COURT 
RICH CRANDALL  JOHN M. FILLMORE 
LORI KLEIN http://www.azleg.gov/jlbc.htm JACK W. HARPER 
RICK MURPHY  MATT HEINZ 
STEVEN B. YARBROUGH  RUSS JONES 
VACANT  ANNA TOVAR 

 
DATE:  June 2, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Upston, Principal Fiscal Analyst 
 
SUBJECT: AHCCCS – Review of Revised Acute Care Capitation Rate Changes – Agency Request  
 
Request  
 
Pursuant to a footnote in the FY 2011 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, Long Term Care, and Children’s Rehabilitative Services (CRS) 
capitation rates effective April 1, 2011. 
 
While AHCCCS implemented the new rates on April 1, they did not submit this agenda request until 
April 12.  Since the last Committee meeting was on April 14, there was insufficient time to place them 
on the April agenda.   
 
Recommendation 
 
The Committee has at least the following options:  
 
1. A favorable review. 
 
2. An unfavorable review. 
 
The proposed rate structure appears to be sufficient to achieve the savings included in the FY 2012 
budget.   
 
Analysis 
 
The FY 2011 budget allowed AHCCCS to reduce provider rates by up to (5)% during contract year 
ending 2011 (October 1, 2010 - September 30, 2011).  The April 1 revised capitation rates provide a 
(5)% provider rate reduction for inpatient and outpatient hospital rates, inpatient outlier payments, dental 
services, physician services, dialysis centers, some transportation, and most behavioral health services.  



 - 2 - 
Additionally, a (2.5)% rate reduction is implemented for home and community based services (home and 
community based service providers received a (2.5)% rate reduction in October, as well).   
 
The FY 2012 budget incorporated $(62.2) million in General Fund savings from the expected April 1, 
2011 provider rate reduction.  The AHCCCS rate structure appears to be sufficient to achieve those 
savings.   
 
RS/AU:sls 
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DATE:  June 2, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Senior Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Allocation of Settlement Monies 
 
Request 
 
The General Appropriation Act (Laws 2010, 7th Special Session, Chapter 1) contains a footnote that 
requires 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 $2,093,300 allocation to the AG from the AstraZeneca Pharmaceuticals 
settlement. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plans from the 
AstraZeneca settlement.  The allocation plans are 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 March 2010, the AG and 36 other states and the District of Colombia entered into a consent judgment 
with AstraZeneca as a result of their consumer fraud investigation of AstraZeneca’s prescription drug 
Seroquel, which is FDA-approved for treatment of schizophrenia and bipolar mania.  The complaint 
alleged that AstraZeneca marketed Seroquel 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 be marketed as such.  
The FDA has not approved Seroquel for use in children, to treat symptoms rather than diagnosed 
conditions or to treat symptoms of anxiety, depression, sleep disorders, or post traumatic stress disorders, 
yet AstraZeneca marketed Seroquel for those uses. 



 - 2 - 
The settlement requires AstraZeneca to pay $2,093,300 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 AstraZeneca to ensure that medical staff develops and approves medical 
references to Seroquel, that Seroquel is not promoted outside its FDA approved uses and that clinical 
trials of Seroquel are registered and results are submitted as required by federal law. 
 
RS/MZ:mt 
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