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JOINT LEGISLATIVE BUDGET COMMITTEE
Tuesday, December 19, 2000
1:30 p.m.
Senate Appropriations Room 109

AGENDA
-

Call to Order

-

Approval of Minutes of November 28, 2000.

-

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

-

DIRECTOR'S REPORT (if necessary).

1.

JOINT LEGISLATIVE BUDGET COMMITTEE - Consider Approval of Year 20012002 Strategic Program Area Review Candidates.

2.

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY - Report on Vehicle
Emissions Inspection Program Contract Costs.

3.

OFFICE OF THE ATTORNEY GENERAL - Report on Interagency Service
Agreements.

4.

DEPARTMENT OF ECONOMIC SECURITY - Review of Long Term Care Expenditure
Plan.

5.

ARIZONA DEPARTMENT OF TRANSPORTATION - Report on Leasing of Grand
Canyon Airport.

6.

COMMUNITY COLLEGES/BOARD OF REGENTS - Report on Transfer Articulation.

7.

STATE MINE INSPECTOR - Report on Abandoned Mines Safety Fund in FY 2000.
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8.

ARIZONA CRIMINAL JUSTICE COMMISSION - Report on Criminal Justice
Enhancement Fund.

The Chairman reserves the right to set the order of the agenda.
12/12/00
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) 542-5491.
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MINUTES OF THE MEETING
JOINT LEGISLATIVE BUDGET COMMITTEE
November 28, 2000
The Chairman called the meeting to order at 1:10 p.m., Tuesday, November 28, 2000, in Senate Appropriations Room 109.
The following were present:
Members:

Senator Gnant, Chairman
Senator Arzberger
Senator Cirillo
Senator Jackson
Senator Lopez

Representative Burns, Vice-Chairman
Representative Blewster
Representative Gonzales
Representative McGibbon
Representative McGrath
Representative McLendon
Representative Weason

Absent:

Senator Bowers
Senator Bundgaard
Senator Wettaw

Representative Daniels

Staff:

Richard Stavneak, Director
Patrick Fearon
Rebecca Hecksel
Gretchen Logan
Tom Mikesell
Paul Shannon
Jennifer Vermeer

Cheryl Kestner, Secretary
Gina Guarascio
Beth Kohler
Pat Mah
Brad Regens
Stefan Shepherd

Others:

Representative Knaperek
Senator Solomon
Debbie Spinner
Cynthia Choat
Michael Warzynski
Terry Stewart
Liza Genrich
Nancy Wrona
Debbie Johnston

House
Senate
Office of the Attorney General
Office of the Attorney General
Office of the Attorney General
Director, Department of Corrections
Legislative Liaison, Department of Corrections
Director, Air Quality Division, DEQ
Assistant Research Director, Senate

APPROVAL OF MINUTES
Hearing no objections from the members of the Committee to the minutes of October 19, 2000 Senator Gnant stated that the
minutes would be approved as submitted.
Representative Burns moved that the Committee go into Executive Session. The motion carried.
At 1:11 p.m. the Joint Legislative Budget Committee went into Executive Session.
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Representative Burns moved that the Committee reconvene into open session. The motion carried.
At 1:30 p.m. the Committee reconvened into open session.
Representative Burns moved that the Committee approve the recommended settlement proposals by the Attorney General's
Office in the following cases:
1.
2.
3.

Hawkes v. State of Arizona
Howard v. State of Arizona
Moody v. Stuve/State of Arizona

The motion carried.
DEPARTMENT OF ENVIRONMENTAL QUALITY - Report on Vehicle Emisssions Inspection Request for
Proposals.
This item was for information only and no Committee action was required.
Ms. Nancy Wrona, Director, Air Quality Division, Arizona Department of Environmental Quality (ADEQ) stated that the
selection committee is diligently working to make sure that the state gets the best value from the contract and attain the
appropriate balance between cost and customer service. Under the procurement code to which ADEQ is subject, the law
requires that the contents of all bids remain confidential until awarded. ADEQ does have some preliminary cost information
for certain items for JLBC that was presented at the pre-proposal conference. Ms. Wrona highlighted a couple of issues and
stated she would appreciate any comments from the Committee members, as they are in the negotiation process of the
procurement phase and could take comments into account.
There are 2 issues that arise in a statutory context. First, state law requires that the new contract include the use of dual
roller dynamometers for the testing of 4x4 vehicles. ADEQ concurs with the contract, however, this is a relatively high cost
item with little air quality benefit. In addition, ADEQ is faced with balancing convenience in siting the dual roller
dynamometers against the relatively small numbers of vehicles that would need to be tested in this way against the cost of
each piece of equipment. Ms. Wrona indicated there is concern that it is going to be difficult to educate motorists who own
these type of vehicles to go to the appropriate equipped station.
The second issue is the statutory requirement that under the next contract all motorist fees be deposited to the Emissions
Inspection Fund, and then subsequently monies be appropriated back to the contractor to cover the cost of the tests that were
performed. This process is not in the current contract. A contractor keeps their portion and then remits to the state their
portion of the fee. The contractor community has identified this procedural change as a relatively high cost item because of
the implications of the state appropriation process. The contractor community has told us that they see the procedures
associated with this issue in the following way: 1) they will have to be concerned about the appropriation every session, and
2) even if the projected volumes of tests on which the appropriation is based is correct, the form of the appropriation is of
concern. The amount of the appropriation is a source of concern, for example if we see unforeseen increases in test volumes
that are not covered by the appropriation. Also, the time value of money becomes a component of cost as well.
Senator Cirillo asked how aggressively ADEQ tries to find contractors who would be interested in this, even if they have to
go out of state. Ms. Wrona responded that ADEQ did try to solicit as much input as possible and over a dozen Request for
Proposals (RFP) were mailed out to providers. The RFP was made a public document when it was released. Senator Cirillo
asked if ADEQ had gone back to any providers who did not reply and ask why they did not respond. Ms. Wrona was not
aware if that was done.
Representative McGrath said she thinks the reason contractors are not happy with the appropriation of the payment is not
because of uncertainty, but because they make a great deal of money by holding this money as opposed to the state holding
the money. The state would be giving up a great deal of income were they to do this. She said a lot of businesses make
money just by holding the “float” and stated she is not in favor of giving up this additional funding or changing the
legislative appropriation method of payment.
Senator Gnant asked Ms. Wrona if she had read the recommendation from JLBC Staff. She responded that she had and was
in agreement with it.
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STATE COMPENSATION FUND - Consider Approval of Calendar Year 2001 and 2002 Budgets.
Mr. Richard Stavneak, Director, JLBC, stated that an additional memo was handed out that revises the JLBC Staff
recommendation to correct an error that was in the original recommendation.
Senator Cirillo noted that in the incoming expense statement there is roughly an 8% decrease in FTE while the salary line is
flat. This is a fairly hefty pay increase program that is built into this. He asked if this organization is covered by the Arizona
Department of Administration (DOA) salary plan. He said that traditionally the Legislature puts in a large amount of money
for all the agencies that are under DOA rather than have every agency budget for salary increases individually.
Ms. Rebecca Hecksel, JLBC Staff, responded that that was correct. They are not covered by the DOA personnel system,
they have their own system.
Senator Cirillo also wanted to verify that there is a tremendous increase in the Other Operating Expenditures, but he assumed
that had to do with the new computer system. Ms. Hecksel stated that was correct, and there is about $550,000 for the
increased workload policy issue.
Representative Burns moved the JLBC Staff recommendation to approve the State Compensation Fund’s operating budget
of $46,359,900 for CY 2001 and $47,833,400 for CY 2002. The motion carried.
JOINT LEGISLATIVE BUDGET COMMITTEE A. Consider Approval of Year 2001-2002 Strategic Program Area Review Candidates (SPARS).
Mr. Stefan Shepherd, JLBC Staff, was available for any questions regarding SPAR candidates.
Senator Gnant stated that he got the sense that this was of less than compelling interest to all the members. Senator
Cirillo said that as we decide on the 2 or 3 agencies to review, he suggested that the procedure for the formation be
changed so that we get someone from the Government Information Technology Agency to participate in those reviews.
Representative McLendon said that it should be evaluated whether SPARs is something the Committee needs to be
doing.
Representative Weason said it would be beneficial for the members next session to take the time to do site visits to
areas where there may be a need for review. Senator Gnant stated that some members do that.
Senator Gnant said he and Mr. Stavneak would meet with the 2 incoming Appropriations chairs to determine what they
would like to do about SPARs and present it at the next JLBC meeting.
B.

Report on JLBC and JLBC Staff Statutory Responsibilities.
Mr. Stavneak said this item was for information only. The packet that was included in the JLBC materials to the
members, showed the areas of responsibility that have been assigned to JLBC Staff, and how the Staff keeps track of
the various items they are doing for JLBC.

STATE BOARD OF NURSING - Review of Unanticipated Costs.
Ms. Beth Kohler, JLBC Staff, was available for questions.
Representative Burns moved that the Committee give a favorable review as recommended by JLBC Staff to the State Board
of Nursing’s request for $271,700 and 9 FTE Positions, 7 of the 9 FTE Positions are to be temporary, to address a backlog
of investigations.
Representative McLendon inquired if there was anyone from the Board of Nursing in attendance.
Ms. Joey Ridenour, Director, State Board of Nursing, said that they support the JLBC Staff recommendation.

-4 The motion carried.
ARIZONA DEPARTMENT OF ADMINISTRATION
A.

Consider Approval of Lodging and Meal Reimbursement Rate Expenses for In-State and Out-of-State Travel.
Ms. Rebecca Hecksel, JLBC Staff, was available for questions.
Representative Burns moved that the Committee approve the recommendation by JLBC Staff to the Arizona
Department of Administration for lodging and meal/incidental expense rates for Travel - In State and Travel- Out of
State effective immediately. The motion carried.
The new rates are as follows:
In-State lodging per day
Out-of-State lodging per day
In-State meals per day
Out-of-State meals per day

B.

Current Rate
$55-$107
$55-$215
$29.50
$28-$42

Approved Rate
$58-$112
$58-$226
$29.50
$28-$41

Review of Risk Management Deductible.
Mr. Paul Shannon, JLBC Staff, was available for questions.
Representative McLendon asked what is the purpose of the Risk Management Deductible program and why the
Committee has to review it. Mr. Shannon said that the original intent of the program was if an agency has a situation
where there was a potential liability, the liability would be addressed by Risk Management after it occurred. There was
no incentive for the agency to correct the behavior that resulted in the initial liability. By having Risk Management
have the ability to impose a $10,000 deductible if they felt that there was not an adequate plan or preparation for
reducing the risk to the state, it provided a strong incentive for the agencies to correct those things that could be
corrected. Mr. Shannon also stated that there is a statutory requirement to review the deductible amount annually.
Senator Gnant said that this was already in place and not a new policy.
Representative Burns moved that the Committee give a favorable review as recommended by JLBC Staff to the Arizona
Department of Administration for the Risk Management $10,000 Deductible Program. The motion carried.

C.

Report on Benefits of Preventative Maintenance Plan.
There was no discussion on this item and no Committee action was required.

OFFICE OF THE ATTORNEY GENERAL - Review Allocation of Settlement Monies.
Representative Weason asked if the Attorney General has authority over the expenditure of these funds once these monies go
into the General Fund.
Ms. Gina Guarascio, JLBC Staff, said that the Attorney General does not have authority over these funds.
Senator Gnant stated that JLBC Staff’s recommendation regarding the clarification of the settlement footnote should be
brought up in the budget negotiations.
Representative Burns moved that the Committee give a favorable review as recommended by JLBC Staff to the Attorney
General’s allocation plan for both settlement agreements (Union Oil Company of California and Chemical Line Company
(Douglas)). The motion carried.
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Report on Private Prison Request for Proposals.
This item was for information only and no Committee action was required.
Senator Gnant stated that this item was being revisited as a result of action taken at the August JLBC meeting.
Senator Lopez had asked to hear more information on this issue. When the Committee last heard this issue at the
August JLBC meeting they gave a favorable review to the Department of Corrections (ADC). The Committee’s ability
to actually do anything to or with the Department of Corrections is limited to give or not give a favorable review, so
this is for information only.
Mr. Brad Regens, JLBC Staff, said that since the Committee approved the RFP in August, ADC has proceeded ahead,
the RFP was put on the street, and proposals have come back. There were 5 proposals submitted from 4 vendors.
ADC is currently reviewing those and a decision should be reached in the Spring.
Both Legislative Council and ADC were available for questions.
Representative Weason said she wanted to discuss the strict scrutiny test and the various factors in order that the
agency may overcome the hurdles that are required under this test. She asked if there were less burdensome ways to
deal with the foreign national population.
Mr. Terry Stewart, Director, Department of Correction, stated that first he would like to comment on the strict scrutiny
test. The legal opinion that Representative Weason was provided by Legislative Council assumed that ADC would
face the strict scrutiny test and, in fact, he believed that to be a mistake. The U.S. Supreme Court has, in a couple of
landmark decisions, recognized that corrections face special issues. As a result, one case in particular, Turner v.
Safley, has established a rational basis on which to make judgements about constitutional issues associated with
inmates. It is ADC’s position, although they do feel they could probably meet the strict scrutiny test with regards to
security issues and a number of other things, the fact is that under Turner v. Safley they would not be required to do
that.
Representative Weason asked what the citation is on Turner v. Safley. Mr. Stewart said that it was in a memo that was
given to the members. It is 482 U.S. 78(1987) and it is the controlling law for corrections issues at this time.
Representative Weason asked Mr. Stewart if he had discussed his legal analysis with Legislative Council. Mr. Stewart
said that he had not, he had simply routed the memo to the Chairman and JLBC members. Mr. Stavneak said that
JLBC Staff provided Legislative Council with a copy of the ADC memo.
Representative Weason asked what the facts are of Turner v. Safley and how they compare to the issue before them.
Ms. Liza Genrich, Legislative Liaison, Department of Corrections, responded that Turner v. Safley does not
specifically have to do with housing, it was about mail and marriages. However, there have been other cases that
relates to housing that has backed up the fact that for prisons it is the rational basis test.
Representative Weason asked how you distinguish that from the decision in Matthews v. Diaz that states that the
federal government is giving a lenient rational basis test and the states are giving the strict scrutiny test. She further
stated that there is a Connecticut case that states that just because the state law is parallel to federal law it does not
mean that the state will enjoy the more lenient standard law. Ms. Genrich said that the difference is those cases did not
involve prisons. The courts have set aside prisons as a special circumstance.
Representative Weason asked whether there was a suspect classification involved in the Turner case decision. Ms.
Genrich said no that it was not about suspect classification, it was about prison policy dealing with first amendment
rights.
Representative Weason asked what the rational basis is of why we need to have the foreign nationals separated from
native Arizona population. Mr. Stewart said the reason they have chosen to privatize foreign nationals is to make it a
one-way population. One-way population is when ADC gives an inmate to the private operator. That inmate never
comes back to ADC. They want to give those inmates with deportable status to the private operator. The reason for
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moving through custody levels and ensuring their rights, etc. When you put a private operator in that mix, it becomes
even more difficult. There is a natural tension between the private operator and the state facility. The private
operators, and rightly so, want the Class A inmates, the good behaved, the healthy, and the workable ones. The natural
propensity for the state institution is to keep the good inmates and give the more difficult inmates to private operators.
It creates tension and is more costly. Many times in the private-public partnership what you see is the private operator
saying they are being dumped on and the public operators saying all you want is Class A inmates. As we move
forward in the privatization decision ADC tried to identify who would be one-way inmates. When ADC gets a
deportable alien they give them to the private sector and that inmate is there until his sentence expires, and then they
are given to INS to be deported.
Mr. Stewart said as we move forward it gives them the opportunity to reduce the tension that exists, avoid the state
having to expend funds for construction of beds, and gives the state the opportunity to manage those 1,000 inmates at a
reduced cost. ADC believes those are all rational reasons for choosing a population and they do not believe the courts
would say that is a particular population and cannot select.
Representative Weason asked how ADC works in the confines of a footnote that says we can not segregate by race or
nationality. Mr. Stewart said in 2 ways. First, ADC is not basing it on race or nationality, it is based on deportable
status. They have to be a deportable alien. The second thing is, ADC has committed that even though by geography,
Arizona being a border state to Mexico, they could fill that prison with 1,000 Mexican Nationals that are deportable but
they would not do that. At least 25% of the population would come from other countries even though they would all
have deportable status.
Representative McGrath said that Mr. Stewart was on the right path. The main objective is to do the best job with the
least cost and this is the best way to handle this particular set of inmates.
Senator Lopez said that 99% of the population in that prison are Latinos, and subsequently some attorneys wanted to
bring suit against the state claiming that was illegal. They were encouraged to hold off until an opinion had been
rendered in this case. Senator Lopez said the attorneys agreed to wait. He said he had hoped that the RFP would not
have been sent out until an opinion had been given. Consequently, he is afraid that there may be a suit brought against
the state if this turns out to be illegal.
B.

Review of Public vs. Private Prison Service Comparison Report.
Representative Weason asked about the comparison between public and private prisons in terms of the findings under
the security measure. Are both public and private under the same accountability measure and if there is a difference,
what is it. Mr. Brad Regens, JLBC Staff, responded that both state and privately-operated prisons are reviewed with
the same criteria. In the security area, for instance, the state aggregate score outperformed the private prisons. When
you look at the length or breadth of service as far as the 10 areas that were reviewed, as a total aggregate score the
private prisons appeared comparable to the state prisons.
Representative Blewster noted in the report summary for the private prisons’s security program, that out of 100% it
showed a score of 91% in 1998, and 72% in 1999. She asked why there was such a drop. Mr. Regens stated that there
is a third facility that was not reviewed in 1998 that came on-line and was reviewed as part of 1999. They had some
significant deficiencies which have since been corrected and that is what brought the average score for the private
providers down. The reviews are done on an annual basis, and the reporting requirement to the Committee is a
biennial.
Representative Cirillo asked if it were true that there are at least 2 or 3 high level ADC officials permanently assigned
to private prisons. Mr. Regens said that was correct and those officials are there on a daily basis.
Representative Weason asked if top level ADC officials oversee the prison operations. Mr. Regens said these positions
are as liaisons and that each private prison has a warden. She also asked what authority the Director of ADC has over
private prisons. Mr. Regens said that ADC controls who goes to private prisons. The state also retains any
earned/release credit calculation. Day-to-day operation is provided by the private operator, such as food, work detail,
etc.
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recent service comparison report on state-operated vs. privately-operated prisons. The motion carried.
DEPARTMENT OF ECONOMIC SECURITY (DES) - Consider Approval of Independent Living Program Data
Elements
Ms. Pat Mah, JLBC Staff, was available for questions.
Representative McGibbon moved the JLBC Staff recommendation for data elements of the Independent Living Program
report pursuant to Laws 2000, Chapter 285. The motion carried.
AHCCCS - Report on Medically Needy Account
There was no Committee action required on this item.
Mr. Stavneak stated that this item is for information only. However, he did want to highlight that AHCCCS has transferred
$29 million from the Tobacco Tax Medically Needy Account to the AHCCCS budget in 2001 for helping to defray the cost
of the 2001 AHCCCS supplemental. Typically these monies have been governed by statutory allocations but the Executive
does have the flexibility to do these transfers without an appropriation.
DEPARTMENT OF EMERGENCY AND MILITARY AFFAIRS (DEMA) - Report on Emergency Allocations.
There is no Committee action required on this item.
Mr. Stavneak said that this item was being brought before the Committee by the JLBC Staff. As the Governor
declares emergencies through the state there is no real mechanism for the Committee to currently be informed of what those
emergencies are. The JLBC Staff felt it would be helpful for the Committee to be updated periodically at to what those
emergencies are. Those appear on the 2nd page of the JLBC Staff recommendation memo. There is about $900,000 in
emergencies so far. The Governor has approximately $4 million each year of non-appropriated money that she can allocate
to resolve various emergencies. There is a question regarding DEMA’s plan to spend part of the $4 million on prior year
emergencies and whether they have legal authority to do that.
ARIZONA SCHOOL FOR THE DEAF AND THE BLIND (ASDB) - Report Intended Use of Excess Voucher Funds.
This item was for information only and no Committee action was required.
Mr. Patrick Fearon, JLBC Staff, indicated that this item is in regards to ASDB’s plan for use of excess vouchers over the
amount in FY 2001. The plan they submitted to JLBC Staff a few weeks ago did not include $100,000 in excess vouchers
that the agency realized they would be receiving from trigger monies for FY 2001.
Without objection, the meeting adjourned at 2:25 p.m.
Respectfully submitted:
______________________________________________________
Cheryl Kestner, Secretary

______________________________________________________
Richard Stavneak, Director

______________________________________________________
Senator Randall Gnant, Chairman

NOTE: A full tape recording of this meeting is available at the JLBC Staff Office, 1716 West Adams.
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Stefan Shepherd, Senior Fiscal Analyst

SUBJECT:

JOINT LEGISLATIVE BUDGET COMMITTEE - CONSIDER APPROVAL OF
YEAR 2001-2002 STRATEGIC PROGRAM AREA REVIEW CANDIDATES

Request
The Joint Legislative Budget Committee (JLBC) Staff requests that the Committee approve the list of
program areas to be reviewed in the Year 2001-2002 Strategic Program Area Review (SPAR)
process.
Recommendation
Based on a request made by Senator Gnant at the last Committee meeting, JLBC Staff met with the
two incoming Appropriations chairs, Senator Solomon and Representative Knaperek, along with
Senator Gnant, and discussed their preferences for SPAR candidates. In that discussion, the 3
legislators came to the following consensus recommendation concerning program areas for the Year
2001-2002 SPAR cycle:
•
•
•

County Assistance
Children’s Delivery System with a focus on developmentally-disabled clients
Special Education

If the 3 program areas above are selected for SPARs, the Legislature may want to consider legislation
to eliminate the current statutory requirement that the Water Quality Assurance Revolving Fund
(WQARF) program in the Department of Environmental Quality (DEQ) undergo the Program Area
Review (PAR) — now SPAR — process beginning in 2002.

(Continued)
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A.R.S. § 41-1275 provides that the JLBC shall determine which program areas will be subject to
each biennial SPAR process. At the Committee’s November 28 meeting, Senator Gnant suggested
the incoming Appropriations Committee chairs, Senator Solomon and Representative Knaperek,
meet with himself and JLBC Staff to discuss their preferences for program areas for the Year 20012002 SPAR cycle. They suggested the following 3 candidates:
•

•

•

County Assistance: State monies for counties pass through a number of agencies, including the
Arizona Health Care Cost Containment System (AHCCCS), the Department of Health Services
(DHS), the Judiciary, the Arizona Criminal Justice Commission, and the Department of Water
Resources. This SPAR would focus on outlining the overall fiscal relationship between the state
of Arizona and its counties.
Children’s Delivery System: Many agencies provide case management and other services to
children, including AHCCCS, DHS, the Department of Economic Security (DES), the Arizona
Department of Education (ADE), the Department of Juvenile Corrections (DJC), and the
Judiciary. This SPAR would focus on services provided to developmentally-disabled (DD)
clients by DES’ Division of Developmental Disabilities and how DES interacts with other state
agencies who might be serving these DD clients. The SPAR could also research the
effectiveness of DD services, including Early Intervention; the SPAR could also look at providerrelated issues.
Special Education: Many agencies are impacted by Special Education requirements, including
ADE, the Arizona State Schools for the Deaf and the Blind, DES, and DHS. This SPAR would
focus on how Special Education is provided in the state and how different state agencies are
impacted by Special Education services, e.g., the interaction between behavioral health and foster
care case plans with Special Education case plans. The SPAR could also research cost issues,
especially those related to Group A and B weights in the state’s Basic State Aid formula.

If these 3 program areas are selected as SPAR candidates, JLBC Staff and OSPB will send out
instructions to relevant agencies. Agencies are required to submit their self-assessments to OSPB
and JLBC Staff by June 1, 2001.
When SPAR self-assessments are submitted, JLBC Staff believes that additional legislative guidance
would help JLBC Staff and OSPB target their research efforts. One suggested method for obtaining
this guidance would be to have Joint Appropriations subcommittees meet in the interim after the
2001 Legislative Session to review the self-assessments and provide further guidance in areas of
research to OSPB and JLBC Staff. Each of the 3 program areas suggested could potentially be
assigned to a different Appropriations subcommittee.
JLBC Staff would also note that if the 3 program areas above are selected for SPARs, the Legislature
may want to consider legislation to eliminate the current statutory requirement that the WQARF
program in DEQ be a SPAR candidate in 2002. A.R.S. § 49-282H requires that WQARF undergo
the PAR (now SPAR) process beginning in 2002.
RS/SSh:jb
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Chris Earnest, Senior Fiscal Analyst

SUBJECT:

DEPARTMENT OF ENVIRONMENTAL QUALITY – REPORT ON
VEHICLE EMISSIONS INSPECTION PROGRAM CONTRACT COSTS

At the November JLBC Meeting, the Committee received a report on the Request for Proposal
(RFP) for the next Vehicle Emissions Inspection (VEI) Program contract. The report included
cost information on RFP provisions that the committee previously identified as costly relative to
their benefits. At the meeting, ADEQ agreed to report back to the Committee with specific fee
information after the contract is awarded but prior to final signing. The fee information is to
include incremental costs associated with performance bonds, requiring 4-wheel drive
dynamometers, penalties for not meeting performance requirements, and the appropriation of
contractor payments.
ADEQ plans to award the contract on December 15. At that time, actual cost and fee
information will become public. Once the information is available, we will distribute it to the
Committee as soon as possible for discussion at the December 19 meeting. ADEQ anticipates
final signature and contract initiation by the January 1, 2001. This will give the contractor a full
year to implement changes before they begin testing under the new contract on January 2, 2002.
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Gina Guarascio, Senior Fiscal Analyst

SUBJECT:

OFFICE OF THE ATTORNEY GENERAL - REPORT ON INTERAGENCY SERVICE
AGREEMENTS

Request
In FY 2001, $775,700 and 12 FTE Positions were appropriated in a General Appropriation Act footnote
from the Interagency Service Agreements (ISA) Fund for new or expanded Interagency Agreements. The
footnote requires that the Attorney General report to JLBC when a new or expanded ISA will require
expenditures from the additional appropriation. The Attorney General reports that additional ISAs have
been established that will require expenditures totaling $119,400 from the additional $775,700
appropriated from the ISA Fund. In October, the Attorney General reported that expenditures of
$323,500 from the additional appropriation amount were required. To date, the Attorney General has
reported an additional $442,900 in expenditures from the additional appropriation.
Recommendation
This item is for information only and no Committee action is required. The Attorney General reports that
$119,400 and 1.86 FTE Positions will be used for new and expanded ISAs.
Analysis
Following is a list of the agencies, amounts and FTE Positions associated with new or expanded ISAs that
will require expenditure from this additional appropriation:
Agency
Department of Health Services
Board of Nursing
TOTAL

Amount
$ 54,200
65,200
$119,400

FTE Position
0.86
1.00
1.86

Reason
Increased workload
Increased workload

This report complies with the requirement of the General Appropriation Act footnote.
RS:GG:ck
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Gina Guarascio, Senior Fiscal Analyst

SUBJECT:

OFFICE OF THE ATTORNEY GENERAL - REPORT ON INTERAGENCY SERVICE
AGREEMENTS

Request
In FY 2001, $775,700 and 12 FTE Positions were appropriated in a General Appropriation Act footnote
from the Interagency Service Agreements (ISA) Fund for new or expanded Interagency Agreements. The
footnote requires that the Attorney General report to JLBC when a new or expanded ISA will require
expenditures from the additional appropriation. The Attorney General reports that additional ISAs have
been established that will require expenditures totaling $119,400 from the additional $775,700
appropriated from the ISA Fund. In October, the Attorney General reported that expenditures of
$323,500 from the additional appropriation amount were required. To date, the Attorney General has
reported an additional $442,900 in expenditures from the additional appropriation.
Recommendation
This item is for information only and no Committee action is required. The Attorney General reports that
$119,400 and 1.86 FTE Positions will be used for new and expanded ISAs.
Analysis
Following is a list of the agencies, amounts and FTE Positions associated with new or expanded ISAs that
will require expenditure from this additional appropriation:
Agency
Department of Health Services
Board of Nursing
TOTAL

Amount
$ 54,200
65,200
$119,400

FTE Position
0.86
1.00
1.86

Reason
Increased workload
Increased workload

This report complies with the requirement of the General Appropriation Act footnote.
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Stefan Shepherd, Senior Fiscal Analyst

SUBJECT:

DEPARTMENT OF ECONOMIC SECURITY - REVIEW OF LONG TERM CARE
EXPENDITURE PLAN

Request
Pursuant to a General Appropriation Act footnote, the Department of Economic Security (DES) is
presenting to the Committee its expenditure plan for the Long Term Care (LTC) program as a result
of an increase in LTC capitation rates. This plan also meets the Committee’s request for a November
1 update on LTC System Fund issues.
Recommendation
The JLBC Staff recommends the Committee give the attached report a favorable review. The report
indicates that this year’s capitation rates for the Long Term Care program in DES will increase 7%
over last year’s capitation rates.
Analysis
DES provides services to developmentally-disabled (DD) clients eligible for the Arizona Long Term
Care System (ALTCS). The Arizona Health Care Cost Containment System (AHCCCS) passes
through federal funding to DES to provide ALTCS services to these DD clients. DES matches those
federal funds with General Fund monies appropriated in its budget. DES receives money based on a
capitation rate; that is, AHCCCS provides DES with a set amount of funds for each ALTCS client
that DES serves. AHCCCS is required to set these capitation rates at actuarially sound levels.
Laws 1999, Chapter 1, 1st Special Session includes the following footnote:

(Continued)

-2“Monies for the Long Term Care program are appropriated for the capitation rates effective on
October 1, 1998. No monies may be expended for a change in these capitation rates unless an
expenditure plan is reviewed by the Joint Legislative Budget Committee.”
On November 21, 2000, AHCCCS notified DES of its capitation rates for Federal Fiscal Year
(FFY) 2001, which started on October 1, 2000. These rates are shown in the table below. Almost all
clients served by DES in the LTC program are categorized as enrolled.
Category
Enrolled (Non-Ventilator Dependent)
Ventilator Dependent

FFY 2000 rate
$2,423.12
$8,414.13

FFY 2001 Rate
$2,593.72
$8,888.35

% Increase
7.04%
5.64%

The 7% increase in the Enrolled category is allocated as follows:
Category
Aid to Individuals
Acute Care Services
Case Management Services
Behavioral Health Services (pass-through
to Dept. of Health Services)
Administration
Risk/Profit
Total Enrolled Rate

FFY 2000 rate
$1,714.36
361.87
102.56
26.33

FFY 2001 Rate
$1,888.24
339.92
104.66
27.10

% Increase
10.14%
-6.07%
2.05%
2.92%

182.58
35.43
$2,423.12

195.87
37.93
$2,593.72

7.28%
7.09%
7.04%

The Risk/Profit component reflects a risk adjustment for administering this capitated program. This
is the amount that a private vendor would retain as profit if the vendor kept costs for their caseload at
the capitated levels. It provides DES with an additional “cushion” if per client costs exceed the
capitated levels.
DES has not indicated where in the Long Term Care budget it plans to allocate the additional monies
generated by the capitation rate increase. Based on enrollment estimates from the department, JLBC
Staff estimates that the FFY 2001 increase in capitation rates will generate an additional $18,276,300
in total funds (both General Fund and matching Federal Funds) in State Fiscal Year (SFY) 2001
above what the department would have received had the capitation rates remained unchanged.
At this time, DES estimates that with the new FFY 2001 capitation rate, it will require an additional
$16,851,700 GF above the approved SFY 2001 budget. This amount consists of the $11,106,000 GF
set-aside during the 2000 Legislative session as an estimated FY 2001 supplemental plus an
additional $5,745,700 GF. Of the $16,851,700 GF that DES estimates it needs above the approved
SFY 2001 budget, approximately $6,256,000 GF of that amount is associated with matching the new
FFY 2001 capitation rate. JLBC Staff is currently developing its own estimates of the total FY 2001
supplemental need, but expects to be very close to DES’ estimate.
At its May 16 meeting, the Committee also requested a November 1 update on LTC capitation rates
from DES. JLBC Staff believes the DES information related to the FFY 2001 capitation rate meets
that requirement. Although DES has indicated in past communication to the Committee that it
intends to remain within the appropriation given to it by the Legislature and the Governor, it did not
comment on its ability to remain within the capitation rates provided by AHCCCS.
RS/SSH:jb
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DATE:

December 11, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Bob Hull, Principal Research/Fiscal Analyst

SUBJECT:

ARIZONA DEPARTMENT OF TRANSPORTATION - REPORT ON LEASING OF
GRAND CANYON AIRPORT

Request
The Arizona Department of Transportation (ADOT) submits a report on their progress in leasing the
operation of the Grand Canyon Airport to a private nonprofit corporation, which was due December 1,
2000.
Recommendation
This report is for information only and no Committee action is required. The JLBC Staff recommends that
the lease specify whether the $1,123,800 of unspent airport related cash and revenues of the Grand
Canyon Airport Authority are to be transferred to the lessee on the operational effective date of the lease,
or on the date of the lease signing. The JLBC Staff further recommends that the lease specify that the
lessee will not begin collecting airport user fees and charges until the operational effective date of the
lease, to prevent double funding of the airport operation.
Analysis
The ownership and management of the Grand Canyon Airport was transferred from ADOT to the then
newly established Grand Canyon Airport Authority on October 1, 1999, in accordance with Laws 1999,
Chapter 213. The Authority was envisioned as having more local control, more freedom from the state
bureaucracy, and with the ability to borrow funds for capital needs. However, ADOT subsequently
determined that the Authority was a semi-autonomous state entity, instead of an independent municipal
corporation, which still had to use the state accounting system, personnel system, and administrative rule
making process. To remedy these shortcomings, Laws 2000, Chapter 99 was enacted. Chapter 99
(Continued)

-2eliminates the Grand Canyon Airport Authority, reverts any unexpended and unencumbered monies
previously appropriated to the Authority to the State Aviation Fund, and returns the operation of the
Grand Canyon National Park Airport to ADOT, effective July 18, 2000. ADOT must lease the airport to
a nonprofit corporation, to operate and develop the airport as provided in the lease, by March 1, 2001.
Prior to the passage of Chapter 213, the General Appropriation Act included $636,200 in FY 2001, for the
operation of the Grand Canyon Airport. As a result, the airport had double funding in FY 2001, with one
appropriation from Chapter 213 and another from the General Appropriation Act. A General
Appropriation Act footnote required that before the expenditure of any of these monies for the Grand
Canyon Airport, the department had to report to the Joint Legislative Budget Committee on the status and
projected date of the privatization of the airport. At its June 22, 2000 meeting the Committee reviewed
ADOT’s plan to expend up to $397,500 (7½ months, July 18, 2000 through March 1, 2001) of the FY
2001 appropriation to operate the Grand Canyon Airport until it is leased to a non-profit corporation.
The Committee also requested that ADOT report back with an update on the status of the lease by
December 1, 2000. ADOT’s current report states that they have been negotiating a lease for the airport
with a private nonprofit corporation. ADOT is waiting for an opinion from the Attorney General as to
whether the private nonprofit corporation is required to use the State’s administrative rule making
process. If the Attorney General opines that the private nonprofit corporation is required to use the
State’s administrative rule making process, then ADOT reports verbally that they would likely seek to
statutorily exempt the private nonprofit corporation from the administrative rule making process before
signing a lease.
The funding source of the Grand Canyon Airport Authority’s operating budget was to be airport user fees
and charges. Laws 2000, Chapter 99 transferred all remaining collected but unspent airport related cash
and revenues of the Grand Canyon Airport Authority, amounting to $1,123,800, to ADOT on July 18,
2000, and subsequently appropriated these monies to ADOT for transfer to the nonprofit corporation
lessee on the effective date of the lease. ADOT reports that the proposed lease would likely transfer
operational control of the airport to the private nonprofit corporation at some date later than March 1,
2001. This would allow the private nonprofit corporation more time to get their administrative systems in
place to operate the airport. In that event, ADOT would likely request the release of additional General
Appropriation Act funding for FY 2001 so that ADOT could continue to operate the airport for some
additional time up to the end of FY 2001. The JLBC Staff believes that if ADOT continues to operate the
airport past March 1, 2001, then the lease should specify that the lessee will not begin collecting airport
user fees and charges until the operational effective date of the lease, to prevent double funding of the
airport operation. In this event, ADOT should continue to collect airport user fees and charges for deposit
into the State Aviation Fund until the lessee begins operating the airport.
After the lease has been agreed to by the parties and reviewed by the Attorney General, Laws 2000,
Chapter 99 requires ADOT to submit the lease for review by the JLBC at least 30 days before they intend
to execute the lease. ADOT may not execute the lease until the JLBC submits a report summarizing the
terms of the lease, within 30 days of receipt from ADOT, to the Speaker of the House of Representatives
and the President of the Senate.
The JLBC Staff recommends that the lease specify whether the $1,123,800 of unspent airport related cash
and revenues of the Grand Canyon Airport Authority are to be transferred to the lessee on the operational
effective date of the lease, or on the date of the lease signing. The JLBC Staff further recommends that
the lease specify that the lessee will not begin collecting airport user fees and charges until the operational
effective date of the lease, to prevent double funding of the airport operation.
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Bruce J. Groll, Senior Research/Fiscal Analyst

SUBJECT:

STATE BOARD OF DIRECTORS FOR COMMUNITY COLLEGES/ARIZONA
BOARD OF REGENTS - REPORT ON TRANSFER ARTICULATION

Request
Pursuant to identical General Appropriation Act footnotes in the State Board of Directors for Community
Colleges (State Board) and Arizona Board of Regents (ABOR) budgets for FY 2001, both agencies are
required to submit an annual report of their progress to the Committee on facilitating transfer articulation
and meeting statewide postsecondary education needs.
Recommendation
This item is for information only and no Committee action is required. The State Board and ABOR
continue to collaboratively demonstrate their mutual commitment to seamless course transfer and meeting
statewide postsecondary education needs.
Analysis
The FY 2001 General Appropriation Act footnote requires the State Board and ABOR submit an annual
report documenting their progress on implementing and continually improving a statewide articulation
and transfer system that assures that community college students may transfer to Arizona public
universities without loss of credit towards a baccalaureate degree. The footnote also requires that both
boards continue the collaborative process that assures the postsecondary education needs of students
statewide are met without unnecessary duplication of programs. Toward this end, the Legislature directed
the boards to focus their efforts on the needs of learners who reside in rural areas or who cannot meet the
regular class schedule due to their employment and family matters. The report is due on December 15,
2000.
(Continued)

- 2In response to this mandate, both agencies have continued to move assertively toward the ultimate goal of
seamless course transfer and statewide access to higher education through regular meetings of the
Transfer Articulation Task Force and Higher Education Study Committee comprising university and
community college members who are representatives of the boards, faculty, academic administration,
student services and the chief executive offices.
Curriculum and academic sub-committees continue to meet regularly to improve the new transfer model.
The transfer model includes 3 distinct Arizona General Education Curriculum (AGEC) transfer degrees
for Liberal Arts (AGEC-A), Business (AGEC-B) and Science and Mathematics (AGEC-S). Completion
of any one of the 3 degree options will assure the fully articulated transfer of a total of 64 credits to any of
the 3 public universities that offer the specifically articulated baccalaureate program: a 35 unit core; plus
29 additional common, elective and pre-requisite course credits. The majority of baccalaureate degrees
require 120 credits.
Full implementation of the new transfer model was completed January 1, 1999. Approximately 1,000
students have completed an AGEC since implementation. The boards have initiated annual evaluations of
the new transfer model as part of their demonstrated commitment to continuous improvement and
collaboration. Areas of evaluation include overall effectiveness, curriculum, management, advising, and
computer-based systems. Improvements to student counseling and advising services, pathways for
Education and Engineering academic programs, and the Arizona Transfer Articulation Support System
(ATASS) are under way. ATASS is a shared statewide computer-based course transfer articulation and
student information system that provides students, faculty, and staff 24-hour on-line access. The
Legislature appropriated $225,700 for FY 2001 from the General Fund with a matching requirement of
$75,250 each from the universities and community colleges for a total amount of $376,200 for this
purpose. Sustaining the momentum and success of the new transfer system will also require Arizona
public universities and community colleges to dedicate sufficient funding and human resources for system
implementation, ongoing operations and continuous improvements.
The boards have also acted affirmatively to meet the postsecondary needs of Arizonans by building
university and community college partnerships to improve the transfer of credits, enhance student access
and make the best use of resources. A primary focus of these partnerships is to efficiently and effectively
meet the demonstrated needs of place-bound, time-constrained learners without displacing their families
or employment, and without unnecessary duplication of programs.
Multiple community college and university partnerships have been established statewide that enable
students to complete a combination of courses, increasingly through technology-delivered instruction, and
earn a bachelor’s degree without traveling to a distant campus. Access to a higher education has also
been enhanced through establishment of new university Baccalaureate of Applied Science (BAS) degrees.
These BAS programs are designed to articulate with community college Associate of Applied Science
degrees and meet the increased higher education needs of “occupational” professions. In addition to
Arizona community college/public university partnerships, community colleges have increased access by
forming partnerships with private and out-of-state universities. These partnerships seek to meet the needs
of place-bound, time-constrained learners through Internet and other distance-learning instruction.
RS/BJG:ss
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Tom Mikesell, Fiscal Analyst

SUBJECT:

STATE MINE INSPECTOR - REPORT ON ABANDONED MINES SAFETY
FUND

Request
Pursuant to A.R.S. § 27-131, the State Mine Inspector has submitted the annual report for the
Abandoned Mines Safety Fund in FY 2000.
Recommendation
This item is for information only and no Committee action is required. The State Mine Inspector
contracted for 3 abandoned mine closure projects totaling $6,000 from the Abandoned Mines
Safety Fund in FY 2000.
Analysis
The State Mine Inspector operates the Abandoned Mines Inventory program to locate, inventory,
classify, and eliminate public safety hazards at abandoned mines. The Mine Inspector uses
monies in the Abandoned Mines Safety Fund to pay contractors to eliminate public safety
hazards at abandoned mines. In FY 2000, the Mine Inspector contracted for projects at Pinal
County Mines, La Paz County Mines, and Black Canyon/New River Area Mines resulting in a
total expenditure of $6,000 from the Abandoned Mines Safety Fund in that year. These projects
resulted in the closure of 17 mine openings on state owned land.
The Abandoned Mines Safety Fund revenue consists of donations, grants, and contributions to
the fund as well as legislative appropriations intended to match the donations and grants from
other sources. In FY 2000 and FY 2001 the fund received a total appropriation of $60,000 from

-2the General Fund. Since the fund was authorized it has received a total of $50,000 from private
sources, all in FY 1999. After the FY 2000 expenditures the fund had a balance of $66,000.
Though there were sufficient resources in the fund to contract for additional projects, the Mine
Inspector reports that only a small number of projects could be completed due to pre-contracting
requirements. These elements included assessing hazards at the mines, developing a scope of
work, and procurement procedures and, led to a lag time between mine hazard identification and
contract completion.
Pursuant to A.R.S. § 27-131 the fund revenue includes “monies that may be appropriated by the
Legislature to the fund to match the gifts, grants, and contributions based on the preceding year’s
expenditure report…” The Mine Inspector staff reports that private sources base their donations
on the legislative appropriations to the fund and that $40,000 of private contributions to the fund
in FY 1999 were based on the Legislature’s $60,000 biennial appropriation for FY 2000 and FY
2001 as contemplated during budget hearings in the 1999 legislative session. Since the
legislative appropriations to the fund are intended to match annual donations from outside
sources, there is a question of whether a budget footnote should be added for FY 2002 and
FY 2003 that would require any legislative appropriations in excess of the amount donated or
granted from other sources to lapse to the General Fund in the year that the appropriation was
made. This would ensure that any appropriations to the fund in the future are matched from
private sources as intended by statute.
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DATE:

December 12, 2000

TO:

Senator Randall Gnant, Chairman
Members, Joint Legislative Budget Committee

THRU:

Richard Stavneak, Director

FROM:

Tony Vidale, Fiscal Analyst

SUBJECT:

ARIZONA CRIMINAL JUSTICE COMMISSION – REPORT ON CRIMINAL
JUSTICE ENHANCEMENT FUND

Request
Pursuant to A.R.S. § 41-2401C, the Arizona Criminal Justice Commission (ACJC) is submitting
a report on Criminal Justice Enhancement Fund (CJEF) monies distributed to law enforcement
agencies. The report for FY 2000 was due by December 1, 2000.
Recommendation
This item is for information only and no Committee action is required. This is a comprehensive
annual report on the agencies receiving and expending Criminal Justice Enhancement Fund
monies for FY 2000.
Analysis
A.R.S. § 41-2401C requires ACJC to annually report CJEF receipts and expenditures to the
Director of the Joint Legislative Budget Committee. We are providing a summary of the report
to the Committee for informational purposes. CJEF consists of a 47% assessment on certain
fines, penalties, and forfeitures imposed and collected by the courts. CJEF monies are statutorily
distributed to various law enforcement agencies for criminal justice related activities. Agencies
utilize CJEF funds to support law enforcement, prosecutorial, judicial, and correctional projects
such as DNA identification, juvenile crime reduction, and enhancing county jail facilities and
operations. A portion of CJEF monies are appropriated with the remainder distributed to
agencies as non-appropriated.
(Continued)

-2The following table summarizes CJEF revenues and expenditures for FY 2000:

CJEF Recipients
Summary FY 2000
Beginning
Cash Balance
Recipients
Attorney General
AZ Prosecuting Attorneys Advisory Council
County Attorneys
Victim’s Rights Implementation

CJEF
Revenue

CJEF
Expenditures

Uncommitted
Balance

Commitments

$ 987,800
0
3,142,000

$ 1,008,300
3,111,300
2,555,600

$ 785,800
3,111,300
3,066,100

116,500
953,900

522,400
1,530,700

354,800
1,696,600

0
0

134,098
893,100

44,800

3,893,300

3,915,700

0

22,400

157,400
67,600
1,606,321
569,800
816,400

765,300
426,600
2,149,600
5,537,100
2,422,500

855,800
417,400
2,499,000
4,977,700
2,663,300

0
0
0
1,411,500
0

66,900
78,600
1,247,000
(282,400)
628,600

Department of Juvenile Corrections

99,972

535,700

300,000

0

335,700

Supreme Court
Case Processing
Juvenile Crime
Community Punishment Program

942,100
1,501,900
675,500

2,003,200
3,111,300
708,800

1,885,600
2,670,800
835,400

2,208,200
3,126,000
0

(920,700)
(1,010,900)
549,000

652,300
$12,334,400

2,994,800
$33,276,500

3,142,400
$33,177,808

0
$7,877,000

518,600
$5,638,000

AZ Criminal Justice Commission
Operation Costs
Victim Compensation
Department of Corrections
County Sheriffs
Department of Public Safety
Crime Lab Assessment Fund
DNA Identification System
Fingerprinting Identification System
Peace Officer’s Training Fund
State/Local Grants

General Fund 2/
Total Funds Transferred

$

0
0
0

$

55,500
0
3,322,500

1/

1/
1/

____________
1/ Fund does not have a cash deficit. For the Peace Officer’s Training Fund, the commitments do not represent a legal obligation. We are further reviewing
the negative balances in the Supreme Court funds.
2/ Revenues previously deposited to the General Fund were redirected to the DPS Crime Lab Assessment Fund.
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