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JOINT LEGISLATIVE BUDGET COMMITTEE 
  Tuesday, December 18, 2012 

  9:30 A.M. 
  Senate Appropriations, Room 109 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of October 4, 2012. 
  
- 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 - Risk Management Annual Report. 
 C.  JLBC Annual Performance Review per Rule 7. 
  
1. SCHOOL FACILITIES BOARD - Consider Approval of Index for School Facilities Board 

Construction Costs. 
  
2. ARIZONA DEPARTMENT OF ADMINISTRATION 
 A.  Review of the Arizona Public Safety Communication Advisory Commission. 
 B.  Review of Emergency Telecommunication Services Revolving Fund Expenditure Plan. 
  
3. ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
  

 
  
The Chairman reserves the right to set the order of the agenda. 
12/10/12 
lm 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

 
October 4, 2012 

The Chairman called the meeting to order at 1:10 p.m., Thursday, October 4, 2012, in Senate 
Appropriations Room 109.  The following were present: 
 
Members: Senator Shooter, Chairman Representative Kavanagh, Vice-Chairman 
 Senator Biggs Representative Alston 
 Senator Cajero Bedford Representative Court 
 Senator Crandall Representative Harper 
 Senator Lopez Representative Jones 
 Senator Murphy  Representative Tovar 
  
Absent: Senator Klein Representative Fillmore 
 Senator Yarbrough Representative Heinz 
 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of June 26, 2012, Chairman 
Don Shooter stated that the minutes would stand approved. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION 
 
A. Review of Dental Self-Insurance Plan and Planned Contribution Strategy for State Employee 

and Retiree Dental Plans. 
 

Ms. Amy Upston, JLBC Staff, stated that this item is a review of the Arizona Department of 
Administration (ADOA) self-funded dental plan and dental contribution strategy for state 
employees.  The Committee reviewed the health insurance plans at its meeting of June 26, 2012 but 
the details of the dental plan were not yet available. The JLBC Staff presented options to the 
Committee. 

 
Representative Kavanagh moved that the Committee give a favorable review to the proposed ADOA 
dental self-funded program and the planned contribution strategy.  The motion carried. 
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B. Review of Automation Projects Fund FY 2013 Expenditure Plan. 
 

Mr. Brett Searle, JLBC Staff, stated that this item is a review of $830,000 in proposed FY 2013 
expenditures from the Automation Projects Fund for an Arizona Health Care Cost Containment 
System (AHCCCS) security enhancement project.  The FY 2013 Government Budget Reconciliation 
Bill established the Automation Projects Fund which is administered by ADOA.  The JLBC Staff 
presented options to the Committee. 

 
Mr. Scott Smith, Director, ADOA, and Deputy Chief of Staff to Governor Brewer, responded to member 
questions and statements. 
 
Mr. Aaron Sandeen, Deputy Director, ADOA, and State Chief Information Officer, responded to 
member questions and statements. 
 
Representative Kavanagh moved that the Committee give a favorable review of the ADOA expenditure 
plan, with the provision that the AHCCCS project be subject to approval by the Arizona Strategic 
Enterprise Technology Offices (ASET).  The motion carried. 
 
AHCCCS/DEPARTMENT OF ECONOMIC SECURITY - Review of Proposed Capitation Rate 
Changes. 
 
Ms. Amy Upston, JLBC Staff, stated that this item is a review of Medicaid capitation rates for AHCCCS 
and the Department of Economic Security (DES).  The JLBC Staff presented options to the Committee 
and answered questions from members. 
 
Ms. Jennifer Carusetta, Chief Legislative Liaison, AHCCCS, responded to member statements and 
questions.   
 
Representative Kavanagh moved that the Committee give a favorable review to the proposed 
AHCCCS/DES Acute Care, Long-Term Care for the Elderly and Physically Disabled, Long-Term Care 
for the Developmentally Disabled, and Children’s Rehabilitative Services capitation rate changes, with 
rates set for the beginning of the contract year.  The motion carried. 
 
In addition, the Committee would like AHCCCS to provide the JLBC with information on how many 
people are expected to be receiving the new treatment for Hepatitis C, and further what the cost of a liver 
transplant is for one individual. 
 
DEPARTMENT OF HEALTH SERVICES - Review of Behavioral Health Medicaid Capitation 
Rate Changes. 
 
Mr. Art Smith, JLBC Staff, stated that this item is a review of Medicaid behavioral health capitation 
rates for the Department of Health Services (DHS).  The JLBC Staff presented options to the Committee. 
 
Representative Kavanagh moved that the Committee give a favorable review to the proposed Medicaid 
Behavioral Health Program Capitation rate changes for DHS, with rates set for the beginning of the 
contract year.  The motion carried. 
 
ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
 
Mr. Andrew Hartsig, JLBC Staff, stated that this item is a review of the Attorney General’s (AG) 
expenditure plan for a total of $215,100 from 2 settlements:  1) a $100,000 allocation to the AG from a 
consent judgment with QuinStreet, Inc., the former owner of the website GIBill.com; and 2) a $115,100 
settlement from a consent judgment with Skechers USA, Inc., a footwear company.  The JLBC Staff 
recommended a favorable review of this item. 
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Representative Kavanagh moved that the Committee give a favorable review of the AG allocation plans 
from the $100,000 consent judgment with QuinStreet, Inc. and the $115,100 settlement with Skechers 
USA, Inc.  The motion carried. 
 
ARIZONA DEPARTMENT OF CORRECTIONS - Review of FY 2012 Bed Capacity Report. 
 
Mr. Brett Searle, JLBC Staff, stated this item is for a review of the Arizona Department of Corrections 
(ADC) FY 2012 bed capacity report.  The report also explains the reasons for any changes in the level of 
bed capacity during the past year.  The JLBC Staff presented options to the Committee and answered 
questions from members. 
 
Mr. Chuck Ryan, Director, ADC, responded to member questions. 
 
Representative Kavanagh moved that the Committee give a favorable review of the ADC FY 2012 bed 
capacity report.  The motion carried. 
 
In addition, the Committee would like ADC to provide JLBC members with information on building 
deficiencies at the Cheyenne Unit. 
 
ARIZONA BOARD OF REGENTS - Review of FY 2013 Tuition Revenues. 
 
Ms. Leatta McLaughlin, JLBC Staff, stated this item is for a review of the Arizona Board of Regents 
(ABOR) tuition collections.  The JLBC Staff presented options to the Committee and answered 
questions from members. 
 
Ms. Christine Thompson, Assistant Vice President for Government Relations, ABOR, responded to 
member questions. 
 
Representative Kavanagh moved that the Committee give a favorable review of the ABOR expenditure 
plan for tuition revenue amounts appropriated by the Legislature, and all non-appropriated tuition and 
fee revenue expenditures for the current fiscal year.  The motion carried. 
 
REVIEW OF AGENCY LEGAL SERVICES CHARGES 
 
Ms. Marge Zylla, JLBC Staff, stated this item was for a review of technical changes to agency payments 
for the legal services charges that go to the AG’s office. 
 
Representative Kavanagh moved that the Committee give a favorable review of the of the fund source 
reports for the AG legal services charges with the provision that the following 4 agencies be exempt 
from the charge:  Office of Tourism, School Facilities Board, Governor’s Office of Equal Opportunity, 
and the State Mine Inspector.  The motion carried. 
 
The payment ability of another agency, the Department of Emergency and Military Affairs (DEMA), 
will be resolved at a later date. 
 
Without objection, the meeting adjourned at 2:10 p.m. 
 
 
 
 
 
 

(Continued) 



- 4 - 

 

 
Respectfully submitted: 
 
 ________________________________________ 
  Alanna Carabott, Secretary 
 
 
 ________________________________________ 
  Richard Stavneak, Director 
 
 
 ________________________________________ 
  Senator Don Shooter, 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:  December 11, 2012 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Andrew Hartsig, Fiscal Analyst 
 
SUBJECT: JLBC Staff - Consider Approval of Index for School Facilities Board Construction Costs 
 
Request 
 
A.R.S. § 15-2041D.3c requires that the cost-per-square-foot factors used in the School Facilities Board 
(SFB) building renewal and new school construction financing “shall be adjusted annually for 
construction market considerations based on an index identified or developed by the Joint Legislative 
Budget Committee (JLBC) as necessary but not less than once each year.” 
 
Recommendation 
 
The Committee has at least the following 3 options: 
 
1. Approve a 1.68% adjustment in the cost-per-square-foot factors, based on the average of the latest  

available 1-year change in the Rider Levett Bucknall (RLB) national construction cost index and the 
RLB Phoenix construction cost index.   

 
2. Approve the SFB Staff request for a 6.6% increase for K-8 grade levels and 7.26% for 9-12 grade 

levels.  The K-8 adjustment is based on an index which estimates actual construction costs-per-
square-foot as opposed to the change in costs from a prior period, while the 9-12 adjustment was 
calculated by SFB based on the 2 latest high school construction projects.  

 
3. Approve a 0% adjustment in the cost-per-square-foot factors.  The adjustment is based on the long-

term inflation costs between 2008-2011 in 4 different indices. 
 
Table 1 lists the cost-per-square-foot amounts for all 3 options. 
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Table 1 
Cost-Per-Square-Foot Amounts for Each Option 

      K-6       7-8      9-12 
Option 1 – National/Phoenix Construction Index (1.68%) $138.96 $146.69 $169.86 
Option 2 – SFB Staff Request (6.6%/7.26%) $145.68 $153.79 $179.18 
Option 3 – Current Amount (0%) $136.66 $144.27 $167.05 

 
Analysis 
 
Background Information 
The original Students FIRST legislation (Laws 1998, 5th Special Session, Chapter 1) established funding 
amounts per-square-foot of space for new construction and building renewal (e.g., $90 per-square-foot for 
grades K-6).  Current statute requires that SFB use the cost-per-square-foot in effect at the time a new 
construction project is approved, except that SFB may adjust the formula based on geographic or site 
conditions as defined in statute.  
 
The Committee has used a variety of different indices to establish the per-square-foot amounts.  In 
November 2008, the Committee approved a 1.98% adjustment in construction costs.  In FY 2010 and FY 
2011, the Committee approved a 0% adjustment in construction costs.   
 
At the April JLBC meeting, the Committee was presented with 2 options: adjust the rate upward by 
2.09%, or by 6.6% for K-8 grade levels and 7.26% for 9-12 grade levels, as recommended by SFB.  The 
Committee did not accept either option. 
 
Three Options 
The first option uses a similar approach as the FY 2011 adjustment, in part by using the most recent 
change in the RLB national construction index (July 2011 compared to July 2012).  In addition, this 
option also incorporates the most recent annual change in the RLB Phoenix cost index (which was only 
minimally different from the national measure), by using the average of the 2 measures.  At the time of 
the April meeting, the adjustment was 2.09%.  Based on updated information, the current value of the 
adjustment is 1.68%. 
 
The second option is the SFB request of 6.6% for K-8 grade levels and 7.26% for the 9-12 grade levels.  
SFB Staff has estimated that the current per-square-foot amount is insufficient to build new school 
facilities using only state funds. 
 
In making this calculation, SFB Staff references data produced by Arcadis, a construction and 
infrastructure consulting firm, which outlines construction cost estimates for the Phoenix Metropolitan 
area.  These data show that the cost-per-square-foot to build an elementary school is approximately 
$145.68, while the current New School Facilities (NSF) formula amount is $136.66.  SFB Staff requested  
a 6.6% adjustment to align the K-6 formula amount with the Arcadis study.  The 6.6% was also requested 
for the 7-8 grade level NSF formula amount. 
 
For the 9-12 grade level NSF formula adjustment, SFB Staff calculated that a 7.26% adjustment would 
align the cost-per-square-foot amount to current market conditions, as estimated by SFB Staff based on 
the 2 latest high school new construction projects. 
 
A third option is to set the inflation adjustment based on a more long term measurement of costs.  As 
noted previously, JLBC approved a 1.98% adjustment in November 2008.  Construction costs,  
 

(Continued) 
 



- 3 - 
however, subsequently declined during the recession and have only partially recovered.  Based on 4  
different indices, 2008-2011 prices have increased by 0.34% on the high end and have declined by 
(8.28)% on the low end.  See Table 2 below for information on these 4 indices.  Based on these 4 indices, 
the inflation adjustment would be set at 0%, rather than reduce the rate as indicated by 3 indices. 
 

Table 2 
Construction Cost Changes 

 Arcadis Index: 
K-6 $/sq ft 

Rider Hunt 
Index: K-6 $/sq ft 

RLB Index: 
Elementary $/sq ft 

RLB Index: High 
School $/sq ft 

2009 2.18% -0.65% -2.76% 4.25% 
2010 -2.88% -2.90% -4.96% -4.89% 
2011 1.10% 1.88% -0.75% -2.00% 

Total Change 0.34% -1.72% -8.28% -2.83% 
 
 
RS/AH:ac 
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DATE:  December 11, 2012 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Brett Searle, Fiscal Analyst 
 
SUBJECT: Arizona Department of Administration - Review of the Arizona Public Safety 

Communication Advisory Commission  
 
Request 
 
Pursuant to A.R.S. § 41-3542C, the Arizona Department of Administration (ADOA) has submitted for 
review its FY 2012 annual report of expenditures and progress for the statewide interoperability design 
project.   
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review of the department’s FY 2012 annual report. 
 
2. An unfavorable review of the department’s submission. 
 
FY 2012 expenditures totaled $504,000 of the $529,600 in FY 2012 appropriated funding.  
 
Analysis 
 
Background 
The Arizona Public Safety Communication Advisory Commission (PSCC) was established to develop a 
statewide, standard-based interoperability system that allows public safety personnel from one agency to 
communicate, via mobile radio, with personnel from other agencies.  An interoperable system enhances 
the ability of various public safety agencies to coordinate their actions in the event of a large-scale 
emergency, as well as daily emergencies.  Construction costs of a statewide interoperability 
communication system have been estimated to be as high as $300 million.  Local jurisdictions and 
emergency response agencies are largely responsible for the construction costs, while PSCC receives state 
funding for coordination and oversight activities. 
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Activities 
PSCC continued to expand the Arizona Interagency Radio System (AIRS) in FY 2012.  AIRS is an 
intermediate solution, which allows interagency communication, but is limited to a single conversation 
between users in a geographical area.  PSCC describes this functionality as “basic interoperability” for 
first responders.  AIRS transmitters are installed at various tower sites across Arizona and allow 
transmissions to be received by any radio within the coverage of that tower.   
 
During FY 2012, the final 2 AIRS transmitters were installed, ensuring that all 15 counties in Arizona 
have some degree of AIRS coverage.  However, the percentage of the state’s geographical area with 
AIRS coverage is not known.  In December 2011, the Department of Homeland Security conducted a 
highway drive to evaluate the extent of AIRS coverage in Arizona.  The results have been provided to 
local jurisdictions as a basis for identifying coverage gaps and planning interoperability. 
 
Developing advanced interoperability, which permits different conversations on multiple channels, 
requires the development of certain communications technology along with common governance, 
standard operating procedures, and proper training among users.  The development of interoperable 
communications differs across Arizona, with the Phoenix and Tucson areas achieving a greater level of 
interoperability than other areas of the state.  In September 2010, PSCC approved a recommendation for 
use of $2.2 million in Racketeer Influenced and Corrupt Organizations (RICO) funding to increase the 
level of interoperable communications along the southern Arizona border.  At the end of FY 2012, 5 of 
the 6 sites along the border were activated. 
 
Expenditures 
In FY 2012, PSCC expended $504,000 of the $529,600 General Fund appropriation to fund 4 FTE 
Positions. 
 
In addition, PSCC utilized $270,700 in federal homeland security grants to fund 3 contractors providing 
project management support to the PSIC Office, and to help advance interoperable communications 
throughout Arizona.  In addition, $852,900 of the Anti-Racketeering Fund set aside was expended in FY 
2012.  Of the original $2.2 million set aside, $736,000 in non-lapsing Anti-Racketeering funds remain.  A 
footnote in the FY 2008 General Appropriation Act specifies legislative intent to use the Anti-
Racketeering funds for the detailed design of a long-term interoperability solution.   
 
Total expenditures from all fund sources was $1.6 million.  Table 1 displays expenditures for FY 2012. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
RS/BS:ts 

Table 1 
FY 2012 Budget 

 

 
FY 2012 

Expenditures 
General Fund  
Personal Services $301,900 
Employee Related Expenditures 107,300 
Professional & Outside Services 32,200 
Travel - In State 5,100 
Travel - Out of State 4,600 
Other Operating Expenditures 50,400 
Equipment        2,500 
    Subtotal  $504,000 
Federal Homeland Security Grant $270,700 
RICO - Southern Border    $852,900 
    Total Budget $1,627,600 
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DATE:  December 11, 2012 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Brett Searle, Fiscal Analyst 
 
SUBJECT: Arizona Department of Administration - Review of Emergency Telecommunication Services 

Revolving Fund Expenditure Plan 
 
Request 
 
Laws 1998, 4th Special Session, Chapter 6 requires the Arizona Department of Administration (ADOA) to 
submit the wireless services portion of its Emergency Telecommunications Services Revolving Fund (ETSF) 
expenditure plan to the Committee for review.  ADOA oversees and provides support to the communities of 
the state as they enhance their 911 emergency telecommunications systems.  In practice, the department 
submits its complete expenditure plan annually, although expenditures on wire services are not subject to 
Committee review. 
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review of the $5.5 million wireless portion of the ETSF expenditure plan. 
 
2. An unfavorable review of the wireless services expenditure plan. 
 
In FY 2013, ADOA expects to distribute $18.5 million from the ETSF.  Of the $18.5 million, $12.2 million is 
for wire services, $5.5 million is for wireless services, and $0.8 million is for administrative and management 
costs.  Over the past 4 years, expenditures averaged $20.9 million.   
 
Analysis 
 
ADOA works with county/city 911 administrators to distribute monies from ETSF for Federal 
Communications Commission (FCC) compliant telecommunications equipment, software, carrier services, 
and maintenance.  The counties and cities are responsible for implementing the improvements to their 911 
system.  ADOA is responsible for providing centralized oversight in developing project schedules to consider  
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the greatest needs, especially in rural areas, and for maximizing regional efficiencies and local readiness.  
While ADOA prefers that each county complete implementation phases as a whole, the department does make 
allowances for cities or areas that are behind or ahead of the county schedule.  Localities must provide and  
fully fund their own personnel, utilities, and facilities.  ADOA also requires communities to submit Wireless 
911 Service Plans to the agency for its approval.   
 
Emergency 911 Wireless Service Status 
The FCC Report and Order 96-204, issued in 1996, ordered the development and implementation of 911 
services for wireless telecommunications systems in 2 phases.  Phase I requires local public safety 
answering facilities to be able to identify the phone number of, and nearest cellular tower to, the caller as 
well as to relay calls to the nearest emergency response center.  Phase II necessitates answering facilities 
to be able to identify the location of the caller.  Geographic Information System (GIS) Standards must be 
met before a 911 system deploys wireless Phase II.  Mobile service carriers were required to upgrade their 
systems for Phase II capability by December 2005.  Table 1 highlights the status of Arizona’s wireless 
911 availability as of August 20, 2012. 
 

Table 1 
 

Arizona Emergency 911 Wireless Capability 
as of August 20, 2012 

 

Phase 0/.5 1/ 
 

Apache La Paz Navajo 
 

Phase I 
 

City of Winslow 
 

Transition 
 

Coconino Gila   Greenlee  
 

Phase II 
 

Cochise 
Colorado City 

Gila River Tribal Community 
Graham 

Maricopa 
Mohave 

City of Page 
Pima 
Pinal 

Santa Cruz 
Yavapai 
Yuma 

__________ 
1/      Phase 0/.5 describes the level of service for 911 calls in which the call      

is directed to a public safety answering point (PSAP), but is delivered 
without location or call back information. 

 
Wireless Phase II services are now available on the major thoroughfares from Nogales through Yavapai 
County.  Gila and Greenlee Counties are scheduled for completion in FY 2013.  Areas that have not yet 
completed Phase I are being encouraged to move directly to Phase II.  Currently, 85% of the state’s 
population lives in areas where the location of a 911 caller can be identified.   
 
Funding Mechanism 
A.R.S. § 42-5252 authorizes a $0.20 per month tax on each wire and wireless telecommunication service 
account.  In addition to the tax on wire and wireless phone accounts, Laws 2012, Chapter 198 established 
the prepaid wireless telecommunications 911 excise tax.  The tax is equal to 0.8% of the gross income  
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derived from the retail sale of prepaid wireless telecommunications services.  The tax becomes effective 
after December 31, 2013.  Although Arizona statute now requires a tax on prepaid wireless accounts, 
there is still no requirement that recent technology such as internet-based phones and OnStar pay 911 
taxes. 
 
The revenue generated from these taxes is deposited in the Emergency Telecommunications Services 
Revolving Fund.  ADOA estimates that revenues will increase from $16.5 million in FY 2012 to $19.3 
million by FY 2015 and remain near that level until FY 2017.   
 
FY 2013 ETSF Expenditure Plan 
ADOA distributes funds to the localities upon receiving copies of their invoices for emergency 
telecommunications services and equipment.  In FY 2013, ADOA expects to distribute $18.5 million from 
ETSF.  Of the $18.5 million, $5.5 million is for Phase I and Phase II wireless services.  Of the $12.2 million in 
proposed wire services expenditures, $12 million is for existing network technology and $200,000 is for a 
proposed transition to an IP enabled network.  The remaining $800,000 is for administration costs. 
 
Table 2 summarizes the actual ETSF distribution during the past 2 fiscal years and projected distribution 
during the current fiscal year. 
 

Table 2 
ADOA Emergency Telecommunications Services Revolving Fund 

FY 2011 – 2013 Expenditure Plan 
    
 Actual 

FY 2011 
Actual 

FY 2012 
Projected 
FY 2013 

Revenues    
Balance Forward $4,303,500 $3,980,400 $2,129,600 
Tax Revenue 16,606,100 16,481,700 16,617,700 
Interest Income          26,500          30,200          30,500 
 Funds Available $20,936,200 1/ $20,492,300 $18,777,800 
    
Expenditures    
Wireless Services    
 Phase I Wireless 47,000 30,100 34,200 
 Phase II Wireless     4,546,200       4,129,600     5,421,400 
 Wireless Services Subtotal $  4,593,300 1/ $   4,159,700 $  5,455,600 
    
Wire Services $9,035,700 $11,193,500 $11,967,600 
Proposed transition to IP enabled network $115,200 $0 $200,000 
Administration      $747,400      $795,900      $832,400 
 ETSF Expenditure Plan Total $14,491,600 $16,149,000 1/ $18,455,600 
    
Transfer to General Fund $2,464,100 $2,213,700 $0 
Fund Balance $3,980,400 $2,129,600 $322,300 
__________ 
1/ Numbers do not add due to rounding. 
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Table 3 includes further detail on planned wireless services expenditure in FY 2013.   
 

Table 3  

FY 2013 Wireless Services Expenditure Plan 
 

  
Total 

Cochise County  $   308,400 
Coconino County  74,500 
Colorado City  1,600 
Gila County 28,000 
Gila River Tribal  10,100 
Graham County  40,400 
Greenlee County 10,300 
La Paz County 81,000 
Maricopa County  2,448,700 
Mohave County  187,900 
Navajo/Apache Counties 1,800 
Page  50,800 
Pima County  1,279,500 
Pinal County  416,700 
Santa Cruz County  92,800 
Winslow  31,200 
Northern Yavapai County 281,600 
Yuma County       120,000 
      TOTAL      $5,465,200 1/   
__________ 
1/       Numbers do not add due to rounding. 

 
 
RS/BS:tls 
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DATE:  December 11, 2012 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Andrew Hartsig, Fiscal Analyst 
 
SUBJECT: Attorney General - Review of Allocation of Settlement Monies  
 
Request 
 
The General Appropriation Act (Laws 2012, Chapter 294) contains a footnote that requires Joint 
Legislative Budget Committee (JLBC) review of the expenditure plan for settlement monies over 
$100,000 received by the Office of the Attorney General (AG), or any other person on behalf of the State 
of Arizona, prior to expenditure of the monies.  Settlements that are deposited in the General Fund 
pursuant to statute do not require JLBC review.   
 
This request is for review of the expenditure plan for a total of $2,000,000 from a consent judgment with 
Janssen Pharmaceuticals, Inc. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plans from the 
$2,000,000 consent judgment with Janssen.  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 
 
Janssen Pharmaceuticals, Inc. 
 
In August 2012, the AG and 36 other states entered into a consent judgment with Janssen 
Pharmaceuticals, Inc. as a result of their investigation that alleged that Janssen engaged in violations to 
the Consumer Fraud Act.  These violations included deceptive practices in marketing and promoting 
Risperdal®, an antipsychotic drug.  The investigation alleged that Janssen withheld negative information 
from physicians, failed to adequately disclose side effects, and claimed the drug treated non-approved 
conditions.  
 

(Continued) 



- 2 - 
 
The settlement requires Janssen to pay $6,094,400 to the AG.  Of that amount, $2,000,000 will be 
deposited into the Consumer Fraud Revolving Fund for attorney fees, investigation costs, and to support 
consumer fraud investigations, consumer education, and enforcement of the Consumer Fraud Act and AG 
operating expenses.  The Consumer Fraud Revolving Fund is appropriated and the AG’s ability to expend 
up to the fund’s appropriation level of $3.5 million depends on the amount of settlement revenues into the 
fund.  
 
The remaining $4,094,400 will be used for research, studies, grants, or programs that provide alternatives 
to antipsychotic drugs in managing the effects of Alzheimer’s diseases, dementia, developmental and 
learning disorders, as well as for the treatment of mental illnesses and disorders.  These monies will be 
allocated to organizations within Arizona through a competitive grant process overseen by the AG. 
 
The settlement also requires Janssen to avoid misleading claims about Risperdal®, to avoid promoting off-
label uses, and to clearly disclose the risks and side effects associated with their products.   
 
RS/AH:ac 
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