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Department of Commerce A.R.S. § 41-1501

Director:  Jackie Norton JLBC Analyst:  Jim Rounds
FY 2000
Actual

FY 2001
Estimate

FY 2002
Approved

FY 2003
Approved

OPERATING BUDGET
Full Time Equivalent Positions 97.5 100.5 89.5 1/ 89.5 1/

Personal Services 3,193,100 3,475,500 3,117,100 3,269,000
Employee Related Expenditures 610,700 701,800 617,900 610,000
Professional and Outside Services 177,600 191,800 156,800 156,800
Travel - In State 56,400 59,800 59,000 59,000
Travel - Out of State 24,300 27,400 23,000 23,000
Other Operating Expenditures 1,819,300 1,800,300 891,100 890,300
Equipment 51,400 40,900 38,000 38,000

Operating Subtotal 5,932,800 6,297,500 4,902,900 5,046,100

International Trade Offices 770,200 1,194,800 976,000 976,000
Business Assistance Center
Minority and Women Owned Business 108,700 110,300 112,800 116,700
Small Business Advocate 105,700 108,700 111,700 115,300
Rural Community Assistance
Economic Development Matching Funds 90,100 104,000 104,000 104,000
Main Street 130,000 130,000 130,000 130,000
REDI Matching Grants 45,000 45,000 45,000 45,000
Rural Tourism 97,200 106,200 0 0
National Marketing
Advertising and Promotion 620,300 659,200 659,200 659,200
Motion Picture Development 626,700 640,400 647,500 662,800
Senior Living Office 175,500 202,600 0 2/ 0 2/

CEDC Office of Senior Living 174,300 198,300 0 2/ 0 2/

Strategic Finance
CEDC Commission 143,900 240,600 251,800 259,200
Greater Arizona Development Authority 9,000,000 0 0 0
Workforce Recruitment/Training 6,000,000 0 0 0
Mexico Projects
National Law Center/Free Trade 250,000 250,000 250,000 250,000
Other
High Technology Clusters 0 100,000 0 3/ 0 3/

Apprenticeship Services 0 151,300 155,600 160,000
Clean Air Fund 0 1,000,000 0 0
Housing Development Fund 0 500,000 0 0
Oil Overcharge Administration 125,200 135,400 145,600 149,700
Special Needs Housing 74,000 77,400 78,900 81,200
Williams AFB Economic Development 350,000 350,000 0 4/ 0 4/

SUBTOTAL 24,819,600 12,601,700 8,571,000 8,755,200

Additional Appropriations -
Agriculture Preservation Districts, Ch. 318 0 0 1,000,000 5/ 0
New Economy Initiatives; Implementation;

Appropriation, Ch. 333 0 0 1,500,000 6/ 1,500,000
School to Work, Ch. 369 0 0 50,000 7/ 50,000 7/

TOTAL APPROPRIATIONS 24,819,600 12,601,700 11,121,000 3/8/ 10,305,200 3/8/



____________
1/ Includes 19.5 FTE Positions funded from Special Line Items in FY 2002 and FY 2003.
2/ The General Appropriation Act, as originally passed, included a combined $400,800 in FY 2002, and $400,900 in FY 2003 for the 2 senior living office

line items.  This amount was line item vetoed by the Governor thus reducing the total appropriation by a corresponding amount.
3/ This amount does not include triggered appropriations made by Laws 2001, Chapter 235 for high technology cluster grants and small community growth

management assistance.  Triggered appropriations in FY 2002 and FY 2003 depend on the availability of excess revenue.  (For more information, refer
to the Triggered Appropriations section in this narrative, and the “summary of Appropriations Triggered by Revenues” table at the front of this report.)

4/ The General Appropriation Act, as originally passed, included $350,000 in FY 2002 and FY 2003 for the Williams AFB Economic Development Special
Line Item.  This amount was line item vetoed by the Governor thus reducing the total appropriation by a corresponding amount.

5/ Pursuant to Laws 2001, Chapter 318, this appropriation is exempt from the provisions of A.R.S. § 35-190, relating to lapsing of appropriations.
6/ Pursuant to Laws 2001, Chapter 333, this appropriation is exempt from the provisions of A.R.S. § 35-190, relating to lapsing of appropriations until June

30, 2003.
7/ Pursuant to Laws 2001, Chapter 369, this appropriation is exempt from the provisions of A.R.S. § 35-190, relating to lapsing of appropriations.
8/ General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency.
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FY 2000
Actual

FY 2001
Estimate

FY 2002
Approved

FY 2003
Approved

FUND SOURCES
General Fund 20,063,500 6,604,100 7,634,600 6,786,500
Other Appropriated Funds
Commerce Development Bond Fund 62,100 116,800 116,700 120,000
CEDC Fund 2,453,200 3,019,700 2,620,600 2,632,100
Housing Development Fund 0 500,000 0 0
Housing Trust Fund 206,000 233,300 351,700 357,700
Lottery Fund 168,800 240,600 251,800 259,200
Oil Overcharge Fund 1,866,000 1,887,200 145,600 149,700

Subtotal - Other Appropriated Funds 4,756,100 5,997,600 3,486,400 3,518,700

TOTAL APPROPRIATIONS 24,819,600 12,601,700 11,121,000 10,305,200

AGENCY DESCRIPTION — The department conducts programs to encourage the creation, expansion and retention of
businesses in Arizona.  The department focuses on the following programs:  Administration, the Governor's Strategic
Partnership for Economic Development, the Arizona Business Assistance Center, National Marketing, Community Assistance,
Energy, Financial Services, Housing and Infrastructure Development, International Trade and Investment, Motion Picture
Development and the Senior Living Office.
.

PERFORMANCE MEASURES
FY 1999

Est./Actual
FY 2000

Est./Actual
FY 2001
Estimate

FY 2002-03
Estimate

• Number of jobs created 13,200/11,600 13,800/16,100 15,500 15,500
• Number of workers trained NA 7,100 8,000 12,000/13,000
• Number of new company relocations or expansions 60/67 60/62 60 60
• Export sales ($ in billions) NA/11.6 NA/12.4 13.0 13.0
• Average wage rate for new jobs created $12.00/$14.70 $12.00/$17.90 $17.80 $17.80
• Administration as a % of total cost 4.5/NA 4.5/NA 9.2 9.2
• Customer satisfaction rating for economic

development program (Scale 1-8) NA NA NA 6.0

International Trade Offices — Monies in this line item
are used to establish business incentives and assistance
procedures to retain, expand, or locate businesses and
other qualified projects in the state.  The program will
support international trade offices in Taiwan, Mexico,
Europe, and Japan, which assist Arizona businesses in
exporting their products.  Funding for the line item comes
from the Commerce and Economic Development
Commission (CEDC) Fund.

Business Assistance Center

Minority and Women Owned Business  — The approved
amounts provide funding for 2 FTE Positions from the
CEDC Fund to promote economic development of
minority and women-owned business enterprises.
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Small Business Advocate  — The approved amounts
provide funding for 2 FTE Positions from the CEDC Fund
to promote the creation and growth of small Arizona
businesses.  The office also acts as an advocate for small
business interests.

Rural Community Assistance

Economic Development Matching Funds  — The
approved amounts provide funding from the CEDC Fund
to support local community growth management efforts,
including the development of general and comprehensive
land use plans.

Main Street — The approved amounts provide funding
for the historical preservation or refurbishment of
downtown areas, or “main streets,” in selected rural
Arizona communities.  The goal of the Main Street
program, which is funded from the CEDC Fund, is to
attract new businesses, jobs, and private investment to
rural towns by improving the physical appearance of their
downtown areas.

REDI Matching Grants  — The approved amounts
provide funding from the CEDC Fund for the Rural
Economic Development Initiative (REDI) program.  The
REDI program offers special community project grants for
technical assistance in implementing economic
development programs of rural communities.

Rural Tourism — The approved budget removes all
funding in this line item for FY 2002 and FY 2003.  Past
General Fund appropriations provided for 1 FTE Position
to assist rural communities in support of their tourism
development efforts.

National Marketing

Advertising and Promotion — The approved amounts
provide funding from the CEDC Fund for advertising and
promoting the department’s various programs through
magazine ads, direct mail, and special events.

Motion Picture Development  — The approved amounts
provide funding for 6 FTE Positions from the General
Fund to attract film and television projects to locations
throughout Arizona.  The Motion Picture Office creates
extensive advertising and promotional campaigns for this
purpose.

Senior Living Office and CEDC Office of Senior Living
— The General Appropriation Act, as originally passed,
included $400,800 CEDC in FY 2002, and $400,900
CEDC in FY 2003 for 2 FTE Positions to attract persons
aged 55 or older to move to Arizona, and to recruit
businesses to the state which produce goods or services
targeted to this demographic segment.  The Governor line
item vetoed the appropriation for both years.  (See Vetoed
Appropriations for more information.)

Strategic Finance

CEDC Commission — The approved amounts provide
funding from the Lottery Fund to cover 3.5 FTE Positions
and administration expenses related to the Commerce and
Economic Development Commission, which consists of 35
public and private sector members serving at the request of
the Governor.  The purpose of the Commission is to
provide oversight for the short-term and long-term
economic development initiatives in the statewide
economic development strategic plan.

Greater Arizona Development Authority — Laws 1997,
Chapter 208, appropriated $20,000,000 from the General
Fund to be spread out over 3 years:  $3,000,000 in FY
1998, $8,000,000 in FY 1999, and $9,000,000 in FY 2000.
The legislation does not provide for an appropriation in FY
2001 and beyond.

GADA provides assistance to rural communities in order
to meet their infrastructure needs and may issue bonds,
guarantee debt obligations, and provide technical and
financial assistance to political subdivisions, special
districts, and Indian tribes.  The state funding only serves
as collateral for the loans and is not directly expended.

Workforce Recruitment and Job Training — Laws
2001, Chapter 232 (supplemental appropriations), ex-
appropriates $3,500,000 in General Fund resources from
this line item in FY 2001.  After the removal of the above
funding, an estimated $14,400,000 in funds remains for job
training expenses in FY 2001.  All remaining monies used
in this program for FY 2001, FY 2002 and FY 2003 are
non-appropriated funds derived from a 0.1% increase in
the employers’ wage tax that began in FY 2001.  Total
non-appropriated job training resources will total an
estimated $15,000,000 in FY 2002 and beyond.

The job-training program is conducted through the
community college system, a licensed private
postsecondary educational institution, or a community
college operated by tribal government, unless the employer
requests another qualified training provider.

Mexico Projects

National Law Center for Inter-American Free Trade
— The National Law Center for Inter-American Free
Trade is a research and educational center which seeks to
identify and eliminate mechanical and structural obstacles
to the free movement of goods and services among
Mexico, Canada, and the United States.  The approved
amounts will be used to match private monies for
additional research projects, in addition to defraying center
overhead and administrative costs.

Other

High Technology Clusters — The approved amount
includes a General Fund decrease of $(100,000) in both
FY 2002 and FY 2003 from FY 2001 due to the
elimination of one-time funding for cluster development
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grants.  The grants in this line item were primarily related
to technology development projects in southern Arizona.

Laws 2001, Chapter 235, appropriates additional cluster
development funding in the amount of $500,000 in both
FY 2002 and FY 2003 from the General Fund.  This
additional appropriation is contingent on the availability of
excess revenues in FY 2001 and FY 2002.  (See Triggered
Appropriations for more detail on the conditions of these
appropriations.)

Additional economic development grant funding is
provided through the Arizona Partnership for the New
Economy (APNE) legislation.  (See Laws 2001, Chapter
333 in Additional Appropriations for more information.)

Apprenticeship Services — Monies in this line item are
used to fund 3 FTE Positions to promote the
implementation of apprenticeship programs.  This line
item is funded by the General Fund.

Clean Air Fund — The approved amount includes a
General Fund decrease of $(1,000,000) in both FY 2002
and FY 2003 from FY 2001 due to the elimination of
annual deposits to the fund.

The fund provides grants for alternative fuel vehicles, fuel
stations, emissions test subsidies, and transfers to the Air
Quality Fund.  Laws 1996, Chapter 6, 7th Special Session
appropriated up to $1,000,000 from the General Fund to
the Clean Air Fund in each fiscal year during which Farm
and Home Settlement deposits are made to the General
Fund.  The last settlement deposit, and therefore the last
$1,000,000 transfer, was to take place in FY 2001.

However, in FY 2001, an additional $2,000,000 was
transferred from the General Fund to the Clean Air Fund
related to past unresolved transfer issues.  Laws 2001,
Chapter 371 transferred the unanticipated $2,000,000
General Fund appropriation back to the General Fund,
leaving a net $1,000,000 transfer in FY 2001.

Table 1 outlines the estimated revenues and expenditures
from the fund in FY 2002 and FY 2003.

Housing Development Fund — The approved amount
includes a Housing Development Fund decrease of
$(500,000) in both FY 2002 and FY 2003 from FY 2001
due to the elimination of all transfers from the Housing
Trust Fund.

The Housing Development Fund provided incentives to
housing development around state prisons to provide
affordable housing for state prison employees.  This
program will not be continued in FY 2002 and FY 2003.

Laws 2001, Chapter 22 transfers the department’s housing
related functions to the Office of the Governor in mid FY
2002.  (See Additional Legislation for a breakdown of the
department’s total housing funding, including both
appropriated and non-appropriated funds.)

Oil Overcharge Administration  — The approved
amounts provide funding for 2 FTE Positions from the Oil
Overcharge Fund to administer the oil overcharge grant
and loan restitution programs.

Special Needs Housing  — The approved amounts include
funding for 1 FTE Position from the General Fund for the
administration of federal housing grants, which serve
homeless seriously mentally ill citizens.  This program was
previously administered by the Department of Health
Services.

Table 1
Clean Air Fund Uses

FY 2002 FY 2003

Revenues:
  Balance Forward 0 0
  In-lieu Fees $11,700,000 $11,700,000
  Air Quality Fund 250,000 250,000
  Farm/Home Settlement 0 0
  Interest      400,000      400,000
Total Revenues $12,350,000 $12,350,000

Funds Expended:
Required Grants
  Diesel Vehicles $5,500,000 $6,500,000
  Delivery Systems 1,125,000 1,800,000
Required Transfers
  Emissions Test Subsidy 3,600,000 0
  Transfer to V2R2 Prog. 400,000 0
  Transfer to Air Quality 1/ 1,075,000 3,200,000
Discretionary Spending 2/      650,000     850,000
Funds Expended $12,350,000 $12,350,000
Year-End Fund Balance 0 0
_____________
1/     See Table 2 in the Department of Environmental Quality

narrative for a breakdown of these transfers.
2/     May be used for administration expenses related to the

program, or may be used on grants to promote the use of
alternative fuels.

Laws 2001, Chapter 22 transfers the department’s housing
related functions to the Office of the Governor in mid FY
2002.  (See Additional Legislation for a breakdown of the
departments total housing funding, including both
appropriated and non-appropriated funds.)

William AFB Economic Development — The General
Appropriation Act, as originally passed, included a total of
$350,000 in both FY 2002 and FY 2003, from the General
Fund, to pay for airport marketing expenses.  The
Governor line item vetoed this appropriation. (See Vetoed
Appropriations for more information.)

Prior to the line item veto, the approved amounts included
funding from the General Fund to strategically market the
Williams Gateway Airport to the global aviation
marketplace.  Marketing strategies include direct mail
campaigns, recruitment trips to aerospace companies,
international aviation trade shows, print advertising, public
relations, and special events.  Through the Williams
Gateway Airport Authority, the state works in cooperation
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with Mesa, Gilbert, Queen Creek, and the Gila River
Indian Community.

Additional Appropriations:  Agriculture Preservation
Districts (Chapter 318) — This legislation appropriates
$1,000,000 from the General Fund to the department in FY
2002 to develop comprehensive land use plans around
active military airports.  The department will procure the
above services.  This appropriation is exempt from the
provisions of A.R.S. § 35-190, relating to lapsing of
appropriations.

New Economy Initiatives; Implementation; Appropriation
(Chapter 333) — This legislation appropriates $1,500,000
from the General Fund to the department in both FY 2002
and FY 2003 to implement the initiatives outlined by the
Arizona Partnership for the New Economy.  Monies will
be spent on initiatives related to telecommunications
infrastructure development, electronic government, high
technology industry cluster business development and
coordination, electronic learning, entrepreneurial business
assistance and new economy marketing development.
This appropriation is exempt from the provisions of A.R.S.
§ 35-190, relating to lapsing of appropriations until June
30, 2003.

School to Work (Chapter 369) — This legislation
appropriates $50,000 from the General Fund to the
department in both FY 2002 and FY 2003 to provide
grants to local “school to work” programs in counties with
less than 1,500,000 persons.  This appropriation is exempt
from the provisions of A.R.S. § 35-190, relating to lapsing
of appropriations.

Vetoed Appropriations:  General Appropriation Act
(Chapter 236) — The Governor line item vetoed funding
for the senior living offices.  The bill as originally passed
included $400,800 from the CEDC Fund in FY 2002, and
$400,900 from the CEDC Fund in FY 2003 to market
Arizona to seniors and businesses that serve seniors.

The Governor also line item vetoed funding in the
Williams AFB Economic Development Special Line Item.
The bill as originally passed included $350,000 from the
General Fund in both FY 2002 and FY 2003 for marketing
expenses.

Appropriation; Titan Ballistic Missile Museum (S.B. 1052)
— The bill appropriates $100,000 from the General Fund
to the department in both FY 2002 and FY 2003 for
museum capital expenses.  The Governor vetoed this bill.

Appropriation; Railroad Museum, (H.B. 2606) — The bill
appropriates $100,000 from the General Fund to the
department in both FY 2002 and FY 2003 to establish an
Arizona railroad museum.  The Governor vetoed this bill.

Triggered Appropriations:  Conditional Appropriations;
Taxation; Revenue Forecasts (Chapter 235) — This act
appropriates $500,000 in both FY 2002 and FY 2003 from
the General Fund to the department for high technology
cluster grants.  In addition, the act appropriates $206,500
in FY 2002 and $202,400 in FY 2003, from the General

Fund, for small community growth management
assistance.

The funding will become effective if General Fund
revenues exceed the forecast by $79,708,400 in FY 2001.
If FY 2001 revenues do not exceed the forecast by the
required amount, but do exceed the FY 2002 forecast by
$73,512,300, the act appropriates $500,000 in FY 2003
from the General Fund for cluster development grants, and
$206,500 in FY 2003 from the General Fund for small
community growth planning.

Prior to September 1, 2001 and September 1, 2002, the
Joint Legislative Budget Committee (JLBC) and the Office
of Strategic Planning and Budgeting will determine if there
are sufficient revenues to trigger the above appropriations.

Additional Legislation:  Housing; Financing Authority;
Department (Chapter 22) — This legislation creates the
Arizona Department of Housing.  Currently, the
management of affordable housing issues is performed by
the Department of Commerce.  This act transfers all
housing responsibilities and unspent appropriations to the
Office of the Governor on January 1, 2002, and again
transfers housing responsibilities and unspent
appropriations to the newly created housing agency on
October 1, 2002.

The act also simultaneously creates the Arizona Housing
Finance Authority, which may issue bonds for projects
related to affordable housing in rural parts of the state.
Since the legislation simply transfers unspent
appropriations from the Department of Commerce to the
Office of the Governor in the middle of FY 2002, there is
no specific amount set aside for the transfer.  Table 2
identifies all housing related functions currently in the
Department of Commerce for FY 2002 and FY 2003,
including appropriated and non-appropriated funds, and
FTE Positions.

Table 2
Commerce Housing Funds

FY 2002 FY 2003
Appropriated Spending
FTE Positions 6.0 6.0
Personal Services $260,200 $273,300
ERE 52,000 54,700
Professional & Outside 20,000 20,000
Travel-In State 9,000 9,000
Travel-Out of State 4,700 4,700
Other Expenditures 53,400 55,900
Equipment    22,000    3,800
Total Approp. Spending $421,300 $421,400

Appropriated Funds:
Housing Trust $343,500 $343,600
General Fund     77,800 77,800
Total Approp. Funds $421,300 $421,400

Non-Approp. Spending
FTE Positions 36.0 44.0
Total Non-App. Spending $3,170,800 3,426,500
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Other Issues:  Alternative Fuel Vehicle Tax Credit
Program — Laws 2000, Chapter 405 modified the tax
credit incentives for the purchase of alternative fuel
vehicles (AFVs) and fueling stations.  The enhanced
incentives resulted in heightened consumer interest to the
point where the total cost of the tax credits would disrupt
the state’s General Fund revenue balances.

On September 29, 2000, the Governor announced that all
contracts or purchase orders for AFVs entered into after
October 11, 2000 would be subject to a tax refund that
would be spread over a 5-year period.  Prior to this date,
consumers could receive the total value of the tax credit as
a refund in 1 year.  On October 20, 2000, legislation was
enacted that imposed an immediate 1-year moratorium on
all Clean Air Fund grants and income tax credits for AFVs,
alternative fuel delivery systems and vehicle refueling
apparatus (Laws 2000, Chapter 1, 6th Special Session).  No
purchases made after this date would qualify for a tax
credit.

The bill also required vehicle dealers and converters to
report information to the Department of Commerce and the
Department of Revenue so the state could better determine
the extent of the total state liability for the program.

A second Special Session was called to provide a
permanent fix to the temporarily suspended tax credit
program.  Laws 2000, Chapter 1, 7th Special Session
eliminated the tax credit program, modified eligibility, and
allowed up to $200,000,000 from the Budget Stabilization
Fund (BSF) to be used to reimburse the General Fund for
the estimated lost tax revenues, and to reimburse
individuals and corporations that incurred a financial loss
due to the modification of the program.  Monies will be
transferred from the BSF to the Consumer Loss Recovery
Fund to pay for the financial losses, and transferred from
income tax losses.

The legislation also requires that the BSF be annually
reimbursed no more than $16,000,000 from the General
Fund until all outgoing payments related to the tax credit
program are restored, including lost interest.  The JLBC in
June of each year will calculate a BSF repayment
schedule.  The Treasurer shall transfer monies back to the
BSF, without an appropriation, in the amounts identified in
this annual JLBC report.  The Legislature has already set
aside $16,000,000 in FY 2001, FY 2002 and FY 2003 for
this purpose.
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