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** R E V I S E D ** 
 
 

JOINT LEGISLATIVE BUDGET COMMITTEE 
  Tuesday, June 23, 2009 

  8:00 A.M. 
  House Hearing Room 4 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of April 28, 2009. 
  
- DIRECTOR'S REPORT (if necessary). 
  
- EXECUTIVE SESSION - 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. ARIZONA DEPARTMENT OF CORRECTIONS - Consider Approval and Review of Requested 

Transfer of Appropriations. 
  
2. ARIZONA DEPARTMENT OF EDUCATION - Review of Proposed Transfer of Funds from Basic State 

Aid to Special Education Fund under A.R.S. § 15-901.03. 
  
3. SECRETARY OF STATE - Review of Proposed Transfer of Funds from Election Services Line Item. 
  
4. ARIZONA DEPARTMENT OF ADMINISTRATION - Review of Requested Exchange of Fund 

Transfers. 
  
5. DEPARTMENT OF ECONOMIC SECURITY  
 A.  Review of Requested Exchange of Fund Transfers. 
 B.  Review of Requested Transfer of Appropriations. 
  
  
The Chairman reserves the right to set the order of the agenda. 
6/18/09 
6/19/09 
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 

 
April 28, 2009 

The Chairman called the meeting to order at 8:10 a.m., Tuesday, April 28, 2009, in House Hearing Room 4.  The 
following were present: 
 
Members: Senator Pearce, Vice-Chairman  Representative Kavanagh, Chairman 
 Senator Aboud Representative Biggs 
 Senator Aguirre Representative Cajero Bedford  
 Senator Gray Representative Heinz 
 Senator Harper Representative McComish 
 Senator Pierce Representative Murphy 
 Senator Rios Representative Williams 
 Senator Waring  
  
Absent:   Representative Campbell 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of December 19, 2009, Chairman 
Kavanagh stated that the minutes would stand approved. 
 
ADOPTION OF COMMITTEE RULES AND REGULATIONS 
 
Mr. Richard Stavneak, Director, JLBC, stated that this item is for the adoption of the Committee’s rules and 
regulations.  Every 2 years, the Committee adopts its rules.  These rules are the same rules the Committee used the 
prior 2 years. 
 
Senator Pearce moved that the rules and regulations as presented by the JLBC Staff be adopted.  The motion 
carried. 
 
CORPORATION COMMISSION, DEPARTMENT OF HOUSING, DEPARTMENT OF INSURANCE, 
AND STATE PARKS BOARD - Review of Requested Exchange of Fund Transfers. 
 
Mr. Stefan Shepherd, JLBC Staff, stated that this item is a JLBC review of agency requests to transfer money 
between fund transfers authorized in the January FY 2009 budget revisions bill.   
 
Mr. Jay Ziemann, Assistant Director, State Parks Board, responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of the proposed exchange of fund transfers 
(option #1).  The motion carried. 
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ARIZONA PIONEERS’ HOME - Consider Approval of Requested Transfer of Appropriations. 
 
Mr. Art Smith, JLBC Staff, stated that this item is a Pioneers’ Home request for approval to transfer up to $100,000 
from the Personal Services Line to the Employee Related Expenditures line within the Pioneers’ Home budget.  As a 
Modified Lump Sum agency, the Pioneers’ Home is required to have JLBC approval before shifting monies between 
salaries and health benefits.  
 
Senator Pearce moved 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.  The motion carried. 
 
DEPARTMENT OF ENVIRONMENTAL QUALITY - Review of Intended Use of Monies in the Indirect 
Cost Recovery Fund. 
 
Mr. Dan Hunting, JLBC Staff, stated that this item is a request by the Department of Environmental Quality (DEQ) 
for a review of a plan to increase the appropriation from the Indirect Cost Recovery Fund pursuant to a footnote in 
the FY 2009 budget.   
 
Mr. Patrick Cunningham, Acting Director, Department of Environmental Quality, responded to member questions. 
 
Senator Pearce moved option number 2, to give a favorable review of increasing expenditures by $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. 
 
Senator Rios offered an alternate motion that the Committee accept #1, to give 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. 
 
Senator Gray moved to call to question. 
 
Senator Rios asked for a ruling by the Rules Attorney 
 
Representative Kavanagh then stated that because there was not a Rules Attorney in the meeting, the Chairman’s 
ruling will stand.   
 
Representative Kavanagh stated that the question has been called and moved for a vote on option number 2.  The 
motion carried. 
 
AHCCCS - Review of Revised Acute Care Capitation Rate Changes - Agency Request. 
 
Ms. Amy Upston, JLBC Staff, stated that this item is a review of the revised capitation rates for AHCCCS’ Acute 
Care program.  AHCCCS is requesting 3 changes which will result in General Fund savings of approximately $1.4 
million in FY 2009.  These changes are being requested in part to help them address the lump sum cut that they 
received. 
 
Mr. Tom Betlach, Deputy Director, AHCCCS, responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review to the contract year-ending (CYE) 2009 
capitation rates proposed by AHCCCS.  The motion carried. 
 
ARIZONA STATE SCHOOLS FOR THE DEAF AND THE BLIND - Review of Intended Use of Voucher 
Fund Expenditures. 
 
Mr. Jack Brown, JLBC Staff, stated that a footnote in the FY 2008 General Appropriation Act requires the Arizona 
State Schools for the Deaf and the Blind (ASDB) request Committee review before spending from the Voucher 
Fund adjustment Special Line Item in FY 2009.  ASDB received an appropriation of $878,500 for this Special Line 
Item in FY 2009.  The Committee has at least the following 2 options:  1) a favorable review of the proposed 
$878,500 expenditure plan, or 2) an unfavorable review. 
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Mr. Harold Hoff, Superintendent, ASDB responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of the proposed $878,500 expenditure plan.  The 
motion carried. 
 
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. 

 
Ms. Marge Zylla, JLBC Staff, stated that in items 7A through 7D, the Attorney General’s (AG) Office is requesting 
favorable reviews of the allocation of monies received from settlements.  They are all based on complaints 
concerning consumer fraud issues and each settlement has a designated amount that will be deposited into the 
Consumer Fraud Revolving Fund.  This fund supports consumer fraud investigations, consumer education, and 
enforcement of the Consumer Fraud Act.  
 
Senator Pearce moved that the Committee give a favorable review to the settlements for Countrywide Financial 
Corporation, Eli Lilly, Great Expectations, and Pfizer.  The motion carried. 
 
DINÉ COLLEGE - Review of Funding Compact. 
 
Ms. Zylla stated that this item is a review of the renewal of the funding compact between Diné College, which is the 
community college within the Navajo Nation, and the State of Arizona.   
 
Mr. Ferlin Clark, President, Diné College, responded to member questions and referred to the handout he gave to 
members.  (Attachment 1) 
 
Senator Pearce moved that the Committee give a favorable review to the compact for 10 years. 
 
Senator Harper made a substitute motion for an unfavorable review.  The substitute motion failed. 
 
The original motion carried. 
 
EXECUTIVE SESSION - Arizona Department of Administration - Risk Management Services - 
Consideration of Proposed Settlements under Rule 14. 
 
Senator Pearce moved that the Committee go into Executive Session.  The motion carried. 
 
At 9:18 a.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Senator Pearce moved that the Committee reconvene into open session.  The motion carried. 
 
At 10:45 a.m. the Committee reconvened into open session.
 
Senator Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of Nelke v. State of Arizona, et al.  The motion carried. 
 
Senator Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of Blair v. State of Arizona, et al.  The motion carried. 
 
Senator Pearce moved that the Committee approve the recommended settlement proposal by the Attorney 
General’s Office in the case of Riggs, et al. v. State of Arizona.   
 
Senator Harper made a substitute motion to not approve the recommended settlement proposal by the Attorney 
General’s Office in the case of Riggs, et al. v. State of Arizona.  Division was called and the substitute motion 
failed by a hand vote of 4 ayes and 7 nays.  
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The original motion carried. 
 
Without objection, the meeting adjourned at 10:50 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 18, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Martin Lorenzo, Principal 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 nearly 
$28.4 million within the department’s budget line items.   
 
A.R.S. § 35-173 requires Committee approval prior to transferring monies to or from Personal Services 
and Employee Related Expenditures (ERE).  In addition, Laws 2008, Chapter 285 requires that any 
transfer to or from the amounts appropriated for Personal Services and ERE for Overtime/Compensatory 
Time (OT/CT), County Jail, New State Prison Beds, Private Prison Per Diem, and Provisional Beds line 
items require review by the Joint Legislative Budget Committee (JLBC).  
 
Recommendation 
 
The JLBC Staff recommends that the Committee approve the ADC request for the Personal Services and 
ERE transfers.  Committee approval would ensure the payment of state employee salaries and benefits. 
 
Further, the JLBC Staff recommends a favorable review of the remaining transfers.  Based on ADC’s 
projected expenditures, there is sufficient funding available for the transfers.   
 
In addition, the JLBC Staff recommends that the Committee approve and favorably review the shift of up 
to $250,000 in or out of any line item in the event that these requested transfers do not match department 
needs through the end of the fiscal year.  
 
Table 1 lists the recommended transfers. 
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Table 1 
Arizona Department of Correction's Requested 

Transfers Requiring Committee Approval and Review 
     

  
Current  

Appropriation 1/ 
Requested  
Transfers 

Requested 
Appropriation 

Correctional Officer Personal Services* $289,965,900  $9,734,000  $299,699,900 
Health Care Personal Services* 37,449,400 2,000,600 39,450,000 
All Other Personal Services* 71,637,500 (5,154,600) 66,482,900 
Employee Related Expenditures* 163,976,500 11,731,100 175,707,600 
Overtime/Compensatory Time** 23,831,400 (13,752,700) 10,078,700 
Health Other Operating Expenditures** 86,607,900 1,500,000 88,107,900 
Non Health Other Operating Expenditures** 122,795,600 3,100,800 125,896,400 
County Jail Beds** 866,200 (59,600) 806,600 
New State Prison Beds** 2,822,000 0 2,822,000 
Private Prison Per Diem** 82,952,600 330,600 83,283,200 
Provisional Beds** 94,884,000 (9,430,200) 85,453,800 
      Total $977,789,000  $              0  $977,789,000 
______________ 
1/  These amounts reflect a reduction of $(21,912,500) as specified in Laws 2009, First Special 

Session, Chapter 1. 
* Committee approval is required for these line items. 
** Committee review is required for these line items. 

 
Analysis 
 
Background 
In June 2008 (FY 2008), the JLBC approved and favorably reviewed the transfer of nearly $20.8 million 
between the departments’ line items.  Because these transfers occurred so late in the fiscal year, the FY 
2009 General Appropriation Act was not adjusted to reflect the revised expenditure level.  As a result, the 
department is now requesting the transfer of $28.4 million between their line items to reflect projected 
expenditures.  Currently, the House and Senate FY 2010 budget plan, as passed by both chambers, 
attempts to permanently correct these imbalances. 
 
Personal Services and Employee Related Expenditures 
The department is estimating a shortfall in the Correctional Officer of $(9.7) million and Health Care 
$(2.0) million Personal Services Line Items and a surplus in the All Other of $5.2 million in Personal 
Services Line Item.  In total, the department is forecasting Personal Services expenditures in excess of 
$405.6 million in FY 2009, $(503,800) below actual expenditures in FY 2008.   
 
With respect to ERE (employee benefits), the department forecasts total expenditures to be in excess of 
$175.7 million, $6.5 million above the department’s expenditures in FY 2008 and $11.7 million above the 
department’s FY 2009 appropriation.  Based on the forecasted Personal Services and ERE expenditures, 
the proposed transfers would result in an employee benefits rate of 43.3% in FY 2009, higher than the 
department’s rate of 41.7% last fiscal year.  Relative to FY 2008, the higher expenditure level and rate is 
anticipated to be due to the Arizona Department of Administration (ADOA) continuing to charge ADC 
based on actual health insurance despite the elimination of a footnote requiring this action.  The 
elimination of the footnote was intended to direct ADOA to “sweep” specified amounts from the 
department’s appropriation, similar to the way other agencies are charged.   
 
 

(Continued) 
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Overtime/Compensatory Time Transfer 
Internally, ADC has limited OT/CT expenditures to a 15-minute briefing period prior to a Correctional 
Officer’s shift.  This action has resulted in projected FY 2009 OT/CT expenditures of less than $10.1 
million.  At this level, the projected expenditures are $(3.3) million less than the prior year expenditures 
and $(13.8) million below their FY 2009 appropriation. 
 
Health Care and Non-Health Other Operating Expenditures 
The department plans to shift $4.6 million to the Other Operating Expenditures (OOE) line items, 
including $1.5 million to the Health Care OOE line item, and $3.1 million to the Non-Health Care OOE 
line item.  The shortfall in the Health Care OOE line item is due to higher than anticipated costs 
associated with inmate medical care, such as medication and supplies.  The shortfall in the Non-Health 
Care OOE line item is reportedly due to inflationary increases such as the 4.7% (or $3.0 million) increase 
in the cost of food the department has experienced this fiscal year.   
 
County Jail Beds  
Currently, ADC contracts for 48 Navajo County Jail beds to house Arizona inmates on a temporary basis 
at a per diem rate of $49.44.  The department’s requested shift of $(59,600) out of County Jail Beds line 
item would result in an estimated monthly average daily population of 44.7 inmates in FY 2009. 
 
Provisional Beds 
In FY 2009, ADC received $116.7 million to fund existing and new contracts for up to 5,374 provisional 
beds.  Laws 2009, First Special Session, Chapter 1, however, reduced this amount to $94.9 million, 
allowing the department to contract for 4,892 provisional beds, including a new contract for 752 beds.  
Due to delays in the phase-in of the 752 beds (which occurred between April and May 2009), ADC 
estimates a further one-time savings in the line item equal to $9.4 million.  The 4,892 provisional beds 
under contract are comprised of; 2,160 beds in Watonga, OK, 1,980 beds in Hinton, OK, and 752 beds in 
Walsenburg, CO. 
 
Private Prison Per Diem 
The department was appropriated $83.0 million in FY 2009 for 4,264 beds at private prison facilities 
within Arizona.  The annual cost for all 4,264 beds would total slightly less than $84.9 million; however, 
all beds are not typically filled every day of the fiscal year due.  This fiscal year, ADC requires an 
additional $330,600 to fund the forecasted number of filled private beds.   
 
RS/ML:sls 
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DATE:  June 18, 2009 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Deputy Director 
 
SUBJECT: Arizona Department of Education - Review of Proposed Transfer of Funds from Basic 

State Aid to Special Education Fund Under A.R.S. § 15-901.03 
 
Request 
 
Pursuant to A.R.S. § 15-901.03, the Arizona Department of Education (ADE) requests a favorable review 
of its plan to transfer $5,000,000 in surplus General Fund monies for Basic State Aid to the Special 
Education Fund in order to address a projected shortfall for the latter program for FY 2009. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the proposed transfer, as 
surplus Basic State Aid monies are available for transfer and the proposed transfer amount corresponds to 
the currently projected shortfall for the Special Education Fund for FY 2009. 
 
Analysis 
 
The Special Education Fund provides formula funding for pupils who attend the Arizona State Schools 
for the Deaf and the Blind (ASDB) pursuant to A.R.S. § 15-1182 or who are placed in a private special 
education facility pursuant to A.R.S. § 15-1202.  For FY 2009, ADE projects that the Special Education 
Fund will need approximately $40.2 million in order to fully fund formula costs, but will have only $35.2 
million in available revenues, resulting in a shortfall of approximately $5.0 million.  This shortfall could 
be funded through a transfer from Basic State Aid, which ADE currently projects will have a $49.3 
million surplus for FY 2009 (tentative and subject to change).  A.R.S. § 15-901.03 requires Committee 
review of any transfer of funds into or out of Basic State Aid, however, so ADE requests Committee 
review of the proposed transfer. 
 
RS/SSC:sls 
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DATE:  June 18, 2009 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU: Richard Stavneak, Director 
 
FROM: Jack Brown, Fiscal Analyst 
 
SUBJECT: Secretary of State – Review of Proposed Transfer of Funds from Election 

Services Line Item 
 
Request 
 
Pursuant to a General Appropriation Act footnote (Laws 2007, Chapter 255), the Secretary of 
State’s office requests Committee review of the proposed $132,000 transfer from the Election 
Services line item in FY 2009 to the Election Systems Improvement Fund.  The transfer would 
allow the Secretary of State to pull down an additional $3,720,800 in federal election funds made 
available by the Help America Vote Act (HAVA). 
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review of the transfer.  This option would allow the Secretary of State to pull 

down an additional $3,720,800 of HAVA funding. 
 
2.  An unfavorable review.  The Secretary of State would maintain its current balance of 

HAVA funds. 
 
Analysis 
 
Federal HAVA funding typically requires a 5% percent match, however, Arizona previously 
overmatched for prior payments.  Therefore the match required to pull down the additional 
$3,720,800 in funding will be slightly less than 5%. 
 



 - 2 - 
 
Arizona has used past HAVA funding to replace all punch card and lever voting machines, as 
well as to implement a statewide voter registration database.  Current uses of HAVA monies 
include:  poll worker recruitment and training; operation, maintenance, and support for 
accessible voting machines; and voter education. 
 
The Secretary of State currently plans to use the additional HAVA funds for traditional HAVA 
activities and to update the agency’s web site to improve the reporting of election results. 
 
The transfer would leave the Election Services line item with an FY 2009 appropriation of 
approximately $4.2 million.  The Secretary of State’s office expects a surplus of at least 
$132,000 for this line item at the end of the current fiscal year, part of which would be 
transferred per the Secretary of State’s request.  The Election Services line item funds expenses 
related to the conduction of elections in the state, which includes:  reimbursing counties for 
certain election costs, voter registration, certification of candidates for state office, testing and 
certification of voting devices for use by counties, and certification of the results of statewide 
elections. 
 
RS/JBr:sls 
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DATE:  June 18, 2009 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Dan Hunting, Fiscal Analyst 
 
SUBJECT: Arizona Department of Administration - 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 the Joint Legislative Budget Committee (JLBC) review of agency requests to transfer monies 
between their own funds in order to comply with transfers required by the act.   The Arizona Department 
of Administration (ADOA) has requested Committee review of fund transfers pursuant to this bill. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of the proposed exchange of fund transfers. 
 
2. An unfavorable review. 
 
Analysis 
 
Table 1 summarizes the requested fund transfers.   
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Telecommunications Fund 
Laws 2009, 1st Special Session, Chapter 1, Section 4 requires an excess balance transfer (EBT) of 
$1,496,100 from the Telecommunications Fund to the General Fund.  EBTs sweep money from the 
anticipated FY 2009 ending balances into the General Fund.  The department is requesting to transfer 
$1,087,300 from the Risk Management Revolving Fund instead of the Telecommunications Fund in order 
to complete the EBT.  According to a cash flow analysis provided by the agency, the Telecommunications 
Fund would have an FY 2009 ending balance of $(1,087,300) if the EBT is completed without the 
transfer from the Risk Management Revolving Fund.  If a transfer is completed from the Risk 
Management Revolving Fund, the agency estimates the Telecommunications Fund will have an FY 2009 
ending balance of $0.  The agency was very near completion of a large call center project at the time 
Chapter 1 was passed.  According to the department, it was impractical to cancel this project and recoup 
funds for the EBT. 
 
SB 1188, the FY 2010 budget bill passed by the House and Senate, includes a transfer of $581,300 from 
the Risk Management Fund. 
  
The Telecommunications Fund receives revenue from charges to state agencies for telephone and 
computer communications services.  The fund is used to manage the statewide contract for 
telecommunication services. 
 
Capital Outlay Stabilization Fund 
Chapter 1, Sections 5 and 7 also require the department to transfer a total of $1,433,100 from the Capital 
Outlay Stabilization Fund (COSF) to the General Fund.  This amount includes a $1,300,000 Fund 
Reduction and Transfer (FRAT) and a $133,100 Salary Lump Sum reduction.  FRATs direct agencies to 
reduce expenditures by a specified amount and transfer that amount to the General Fund.  Salary Lump 

Table 1 

Requested FY 2009 Fund Transfer Switches 
 

ADOA Program 
Fund Specified in 

  Laws 2009, Ch. 1 1/ 
Ch. 1 Transfer 

Amount 2/ Transfer Type 
Agency 

Proposed Fund 3/ 

Revised 
Transfer 

  Amount 4/ 
      
Telecommunications  
  Program Office 

Telecommunications  
  Fund 

  $1,087,300 EBT 5/ Risk Management 
  Revolving Fund 

  $1,087,300 

      

FY09 Administrative Adjustments 
  and Building Renewal 

Capital Outlay  
  Stabilization Fund 

  1,382,200 FRAT 6/  
  and SLS 7/ 

Risk Management  
  Revolving Fund 

  1,382,200 

      

Human Resources Division and 
  Human Resources Division, FY 
  2010 Working Capital 

Personnel Division Fund   786,800 FRAT and SLS Risk Management  
  Revolving Fund 

  786,800 

      

911 Office Emergency  
  Telecommunication 
  Services Revolving  
  Fund 

  13,000 
 
 
    __________ 

SLS Risk Management   
  Revolving Fund 

  13,000 
 
 
      __________ 

    $3,269,400 8/     $3,269,400 8/ 
____________ 
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/ Salary lump sum reductions (SLSs) reduce annual FY 2009 spending from the agency’s Other Funds.  An amount equal to these reductions would be 

swept into the General Fund. 
8/ Numbers do not add due to rounding. 
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Sum reductions work similarly, but with the spending reduction targeted to the fund’s Personal Services 
line.  The department is requesting to transfer $1,382,200 from the Risk Management Revolving Fund 
instead of COSF to facilitate these transfers. The remaining $50,900 would be transferred from COSF, 
leaving the fund with an FY 2009 ending balance of $1,431,600. The department is anticipating increased 
expenses to the fund in FY 2010 due to higher utility costs and decreased revenue due to state agencies 
vacating office space.  
  
The Capital Outlay Stabilization Fund receives rent charges from agencies that occupy state buildings.  
The fund pays for maintenance, utilities, and construction of state-owned buildings. 
 
Personnel Division Fund  
A total of $1,246,700 is to be transferred from the Personnel Division Fund to the General Fund under 
Chapter 1, Sections 5 and 7.  This amount consists of a $935,600 FRAT and a $311,100 Salary Lump 
Sum reduction.  The department proposes transferring $786,800 from the Risk Management Revolving 
Fund to meet these transfer requirements.  ADOA reports that revenues to the Personnel Division Fund 
have declined by 7% due to personnel reductions in other state agencies. 
 
The Personnel Division Fund is used to operate the department’s Human Resources Division, which 
oversees benefit programs and provides centralized human resources services for state agencies.  Funds 
are directed to the Personnel Division Fund through a 1.07% charge to state agency payrolls.  
 
Emergency Telecommunication Services Revolving Fund  
Chapter 1, Section 7 further requires the department to make a transfer of $13,000 from the Emergency 
Telecommunications Services Revolving Fund to the General Fund as a Salary Lump Sum reduction.  
ADOA instead proposes making the transfer from the Risk Management Revolving Fund. 
 
The Emergency Telecommunications Services Revolving Fund receives an excise tax of $0.28 per month 
on telephone accounts.  The fund is used to develop 911 emergency telephone service statewide. 
 
Risk Management Revolving Fund 
SB 1188, the FY 2010 budget bill passed by the House and Senate, includes a $581,300 salary lump sum 
reduction for the Risk Management Revolving Fund.  This reduction, coupled with the $3,269,400 
transferred from the fund to the above named funds, will leave the Risk Management Revolving Fund 
with an FY 2010 ending balance of $34,959,900.  This balance, along with the proposed FY 2010 
appropriation to the fund, will enable the department to meet its actuarially projected liabilities.  
 
The Risk Management Revolving Fund is part of the state’s self-insurance system.  The fund receives 
assessments to state agencies, which are then used to pay for liability, property, and worker’s 
compensation claims against the state.   
 
RS/DH:ss 
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DATE:  June 18, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jay Chilton, Senior Fiscal Analyst 
 
SUBJECT: Department of Economic Security - 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 Department of Economic Security has requested 
Committee review of fund transfers pursuant to this bill. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of the proposed exchange of fund transfers. 
 
2. An unfavorable review, as the transfer from the Arizona Training Program at Phoenix Closure Fund 

interferes with the availability of funds for a planned FY 2010 excess balance transfer. 
 
Analysis 
 
Table 1 summarizes the proposed transfers. Laws 2009, 1st Special Session, Chapter 1, requires an excess 
balance transfer (EBT) of $266,600 from the Arizona Industries for the Blind (AIB) Fund to the General 
Fund.  An EBT sweeps money from the anticipated FY 2009 ending balances into the General Fund.  The 
bill requires an additional transfer of $151,200 from the AIB Fund to the General Fund as a result of 
personnel expense reduction savings.   
 
The AIB receives no General Fund support and is self-supporting - the fund consists of revenues from its 
business operations, such as sales of products and contracts with government agencies for warehousing, 
distribution, and manufacturing services.  DES reports that no surplus funds are available and that the 
transfers totaling $417,800 would result in layoffs of at least 30 individuals employed by AIB.  Rather  



- 2 - 
 

(Continued) 

 
than make these transfers, DES proposes to instead transfer $417,800 from the Spinal and Head Injuries 
Trust Fund to the General Fund. 
 
Additionally, DES plans to transfer $450,000 from the Community-Based Marriage and Communication 
Skills Program Fund and $1,200,000 from the Developmentally Disabled Client Services Trust Fund 
rather than transfer $1,650,000 from the Long Term Care System Fund. DES says that these exchanges 
are necessary to implement the reduction and transfer provisions relating to the Division of 
Developmental Disabilities (DDD) in Laws 2009, 1st Special Session, Chapter 1.  Reductions to DDD 
included a fund reduction and transfer of $(1,434,000) and an excess balance transfer of $(6,872,000) 
from the Long Term Care System Fund, as well as a $(2,959,100) reduction to the state-only program 
budget.  The proposed exchange would reduce the excess balance transfer to $(5,222,000). 
 
In addition, as part of its implementation of the agencywide lump sum reduction, DES planned to reduce 
provider rates and suspend non-residential state-only services.  The Arizona Association of Providers for 
People with Disabilities filed a lawsuit challenging those reductions and the Maricopa County Superior 
Court granted a temporary restraining order preventing the department from implementing those 
measures.  As a result, the department did not realize the expected savings amount of about $17 million.  
The restraining order was lifted on April 30, 2009 and the rate reductions were implemented on May 25.  
Because of the delay in implementation as a result of the restraining order, DES was not able to reduce 
spending by the amount that it had initially planned, which decreased the agency’s ability to meet the 
requirements of the Long Term Care System Fund transfers. 
 
At the beginning of FY 2009, the Community-Based Marriage and Communication Skills Program Fund 
had a balance of $1,395,500, and DES had initially planned to spend the entire balance in FY 2009, but   
the agency reduced spending from the fund as part of its contract review process as it prepared to reduce 
its budget in FY 2009, leaving a balance of $450,000 in the fund.  The Community-Based Marriage and 
Communication Skills Program Fund received a deposit from the General Fund in the past, but the 
program was eliminated in the original FY 2009 budget.  
 

Table 1 

Requested FY 2009 Fund Transfer Switches 
 

Fund Specified in 
Laws 2009, Ch. 1 1/ 

Ch. 1 
Transfer 
Amount 2/ Transfer Type Agency Proposed Fund 3/ 

Revised Transfer 
Amount 4/ 

     
Arizona Industries 

for the Blind Fund 
$266,600 EBT5/ Spinal and Head Injuries Trust  

  Fund 
$417,800  

Arizona Industries 
for the Blind Fund 

$151,200 Personnel  
Expense Reduction6/ 

  

Long Term Care 
System Fund 

$1,650,000 EBT Arizona Training Program at 
Phoenix Closure Fund 

$1,200,000  

   Community-Based Marriage and 
Communication Skills Fund 

$450,000 
 

 $2,067,800   $2,067,800 
___________ 
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/ Personnel Expense Reductions reduce annual FY 2009 spending from an agency fund attributable to reducing personnel expenditures. 
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The Arizona Training Program at Phoenix Closure Fund, which is also called the Developmentally 
Disabled Client Services Trust Fund, consists of the proceeds from the sale of the land and buildings used 
by the Arizona Training Program at Phoenix, which was a state-owned and operated institution for the 
developmentally disabled.  The land was sold in 1998 for $4,250,000 and DES has since used the interest 
earned on the fund to provide services.  The original FY 2009 budget, however, swept $1,600,000 from 
the fund to the General Fund, leaving a balance of $2,900,800.  Laws 2009, 1st Special Session, Chapter 1 
then transferred half of the remaining balance to the General Fund, leaving $1,450,400 in the fund.  The 
FY 2010 legislative budget as passed as SB 1188 on June 5, 2009 includes an excess balance transfer of 
$1,450,400 to sweep the remaining balance of the fund.  If DES transfers $1,200,000 to the LTCSF as 
proposed, the money for that excess balance transfer in FY 2010 will not be available. 
 
RS/JC:sls 
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DATE:  June 19, 2009 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jay Chilton, Senior Fiscal Analyst 
 
SUBJECT: Department of Economic Security - Review of Requested Transfer of Appropriations 
 
Request 
 
Pursuant to multiple FY 2009 General Appropriation Act footnotes, the Department of Economic 
Security (DES) requests Committee review of multiple transfers.  The transfers are detailed in Table 1.  
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the proposed transfers. 
 
Analysis 
 
TANF Cash Benefits Shortfall 
DES projects a shortfall of up to $2 million in the Temporary Assistance for Needy Families (TANF) 
Cash Benefits Special Line Item (SLI).  Beginning in November 2009, DES believed that rising caseloads 
would cause a shortfall in the program in FY 2009.  As part of its implementation of the lump sum 
reduction required by the FY 2009 budget revisions, DES reduced the Cash Benefits SLI appropriation by 
$7.5 million and reduced the amount of the monthly cash benefits payment by 20%.  The reduction in the 
benefit amount resulted in savings roughly equal to the amount of the reduction taken in the SLI, but did 
not resolve the shortfall.  JLBC concurs that a shortfall of between $1 million and $2 million exists in the 
program.  As of April 2009, the average monthly caseload is 4% higher in FY 2009 than the average 
monthly caseload in FY 2008.  DES intends to resolve this shortfall with transfers of $625,000 each from 
the Administration Division operating budget and from the Division of Benefits and Medical Eligibility 
(DBME) operating budget, as well as a $750,000 transfer from the Division of Employment and 
Rehabilitation Services (DERS) operating budget. 
 
Child Care 
Appropriations for the Child Care program are split between 2 line items:  the Day Care Subsidy SLI, 
which funds TANF recipients and working families under 165% of the Federal Poverty Level; and the 
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Transitional Child Care SLI, which funds former TANF recipients for up to 2 years.  DES proposes to 
transfer $7.5 million of Federal Child Care Development Fund Block Grant monies from the Transitional 
Child Care SLI to the Day Care Subsidy SLI to align funding with actual caseloads.  In FY 2008, DES 
transferred $4 million from the Transitional Child Care SLI to the Day Care Subsidy SLI, but that shift 
was not included in the final budget.  Based on year-to-date spending, JLBC Staff agrees that there will 
likely be a shortfall in the Day Care Subsidy SLI and that there is at least a $7 million surplus in the 
Transitional Child Care SLI. 
 
Children Services 
DES proposes a transfer of funds between SLIs in the Children Services program to reflect actual 
spending and to resolve shortfalls in the placement line items.  DES proposes General Fund transfers of 
$1.5 million to the Child Protective Services (CPS) Emergency Placement SLI, $1.25 million to the 
Foster Care Placement SLI, and $1.2 million to the CPS Residential Placement SLI.  All 3 transfers of 
General Fund money will be from the Children Support Services SLI. 
 

Table 1       
DES PROPOSED TRANSFERS 

     
Proposed Funding Increases (Transfers To) General Fund Other Funds Total 
TANF Cash Benefits    $2,000,000    $2,000,000 
Day Care Subsidy     $7,000,000      7,000,000 
CPS Emergency Placement    1,500,000      1,500,000 
Foster Care Placement    1,250,000     1,250,000 
CPS Residential Placement    1,200,000    ________    1,200,000  
 Subtotal   $5,950,000    $7,000,000    $12,950,000  
    

Proposed Funding Decreases (Transfers From)   
Administration Division operating budget    $(625,000)     $ (625,000) 
DBME operating budget    (625,000)     (625,000) 
DERS operating budget    (750,000)      (750,000) 
Transitional Child Care    $(7,000,000)    (7,000,000) 
Children Support Services    (3,950,000)  __________     (3,950,000) 
 Subtotal $(5,950,000) $(7,000,000) $(12,950,000)  

 
RS:JC:ss 







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

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




