
____________ 
1/ General Appropriation Act funds are appropriated as a Lump Sum by Fund. 
2/ The appropriation for the Automation Operations Fund is an estimate representing all monies, including balance forward, revenue and transfers during 

FY 2006.  These monies are appropriated to the Department of Administration for the purposes established in A.R.S. § 41-711.  The appropriation shall 
be adjusted as necessary to reflect receipts credited to the Automation Operations Fund for Automation Operation Center projects.  Expenditures for all 
additional Automation Operation Center projects shall be subject to review by the Joint Legislative Budget Committee, following approval of the 
Government Information Technology Agency.  Expenditures for each additional project shall not exceed the specific revenues of that project.  (General 
Appropriation Act footnote) 

3/ The appropriation for the Telecommunications Fund is an estimate representing all monies, including balance forward, revenue and transfers during FY 
2006.  These monies are appropriated to the Department of Administration for the purposes established in A.R.S. § 41-713.  The appropriation shall be 
adjusted as necessary to reflect receipts credited to the Telecommunications Fund for Telecommunications Program Office projects.  Expenditures above 
$2,169,000 for all additional Telecommunications Program Office projects shall be subject to review by the Joint Legislative Budget Committee, 
following approval of the Government Information Technology Agency.  Expenditures for each additional project shall not exceed the specific revenues 
of that project.  (General Appropriation Act footnote, as adjusted for statewide allocations) 
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Arizona Department of Administration A.R.S. § 41-711 and 41-713
 Information Technology Services 

  FY 2004 
Actual 

 FY 2005 
Estimate 

 FY 2006 
Approved 

 

 
OPERATING BUDGET     
Full Time Equivalent Positions  214.0 214.0 180.4 
Personal Services  8,014,600 10,274,600 8,830,900 
Employee Related Expenditures  2,035,600 2,761,700 2,433,900 
Professional and Outside Services  1,697,900 2,193,900 1,659,700 
Travel - In State  46,600 59,200 51,900 
Travel - Out of State  17,900 49,200 60,900 
Other Operating Expenditures  7,703,100 9,727,000 3,049,100 
Equipment  10,642,000 10,427,900 9,793,500 
PROGRAM TOTAL  30,157,700 35,493,500 25,879,9001/ 

FUND SOURCES     
Other Appropriated Funds     
Automation Operations Fund  0 0 23,710,9002/ 
Technology and Telecommunications Fund  30,157,700 35,493,500 0 
Telecommunications Fund  0 0 2,169,0003/ 
  SUBTOTAL - Other Appropriated Funds  30,157,700 35,493,500 25,879,900 
  SUBTOTAL - Appropriated Funds  30,157,700 35,493,500 25,879,900 

Other Non-Appropriated Funds  19,479,100 35,283,100 35,357,600 
TOTAL - ALL SOURCES  49,636,800 70,776,600 61,237,500 
 

 

COST CENTER DESCRIPTION — The Information Technology Services Division includes the Data Center, which 
provides centralized processing services and information technology (IT) consulting for approximately 70 state agencies.  The 
division also houses the Telecommunications Program Office (TPO), which manages the Statewide Telecommunications 
Management Contractor’s provision of statewide voice and data communications, as well as the statewide distribution of 
emergency telecommunications equipment.  The Automation Operations Fund and the Telecommunications Fund, 
respectively, derive from charges to agencies utilizing these IT services.  With the signing of the Statewide 
Telecommunications Management Contract in January 2005, the TPO functionally replaced the Arizona Telecommunications 
Service (ATS).  Laws 2005, Chapter 301 placed this change in statute. 
. 

PERFORMANCE MEASURES 
 FY 2003 

Actual 
FY 2004 
Actual 

FY 2006 
Approved 

• Customer satisfaction rating for the Wide Area 
Network (MAGNET) (Scale 1-8)  

 5.7 7.4 7.5 

• Customer satisfaction rating for Statewide Telecommunications 
Management Contract services (Scale 1-8)  

-- -- 7.0 

• Customer satisfaction rating for mainframe services 
based on annual survey (Scale 1-8) 

 5.4 7.8 7.8 

Comments: Customer satisfaction with mainframe and Wide Area Network (WAN) services significantly improved between 
FY 2003 and FY 2004.  The Information Technology Services Division provides WAN access to almost all state agency sites.



 
Fiscal Year 2006 Appropriations Report 13 Arizona Department of Administration 

 

Laws 2003, Chapter 263 required the Arizona Department 
of Administration (ADOA) to contract for the privatization 
of the state’s telecommunication services.  With approval 
from the Information Technology Authorization 
Committee and a favorable review from the Joint 
Committee on Capital Review, ADOA signed the 
Statewide Telecommunications Management Contract in 
January 2005. 
 
The Statewide Telecommunications Management Contract 
will cost the state approximately $179 million over its 5-
year term.  The state may also incur around $36 million for 
associated upgrades and additional service requests over 
the 5 years.  ADOA believes the state may avoid up to 
$9.7 million of telecommunications cost increases during 
the contract term. 
   
The Statewide Telecommunications Management 
Contractor (the primary contractor) will: 
 
• Reduce carrier expenses by at least 25%, reinvesting 

these savings into the features listed below.  

• Create a new statewide network by March 2006 to 
handle all voice, video, and data communications for 
Executive branch agencies, streamlining circuits, 
administration, and management.   

• Upgrade network infrastructure. 

• Install at least 22,000 new internet-based telephones. 

• Bring high-speed communications service at urban 
(lower) prices to all rural agency sites. 

• Monitor and troubleshoot the network 24 hours a day 
and 7 days a week. 

• Improve statewide network security, eliminating all 
single points of failure, and providing business 
continuity and disaster recovery. 

• Provide an automated, web-based, telecommunications 
carrier billing verification system, to detect and 
recover overcharges for the state. 

• Employ around 50 affected state telecommunication 
employees, with equal or better total compensation. 

 
The primary contractor has established uniform rates for 
services, which will eventually lead to higher 
telecommunication bills for some agencies and lower bills 
for other agencies.  The primary contractor and the TPO 
have put short-term redistributions in place to prevent 
substantial cost increases to any agency through FY 2007.  
Staff believes it is likely that affected agencies will request 
additional telecommunications funding in the future.   
 
 
 
 

Operating Budget 
 
The budget provides $25,879,900 for the operating budget 
in FY 2006.  This amount consists of $23,710,900 from the 
Automation Operations Fund and $2,169,000 from the 
Telecommunications Fund. 
 
Statewide Adjustments 
The approved amounts include an increase of $456,100 in 
FY 2006 for statewide adjustments.  This amount consists 
of $346,300 from the Automation Operations Fund and 
$109,800 from the Telecommunications Fund.  (Please see 
the Statewide Adjustments section at the end of this 
Appropriations Report for details.) 
 
New Funds 
The approved amounts transfer $22,811,500 and 158.4 
FTE Positions from the Technology and 
Telecommunications Fund to the Automation Operations 
Fund and $12,682,000 and 55.6 FTE Positions from the 
Technology and Telecommunications Fund to the 
Telecommunications Fund in FY 2006.  This split of IT 
monies will allow better oversight of payments made to the 
primary contractor. 
 
Telecommunication Issues 
 
Eliminate ATS 
The approved amounts include a decrease of $(12,682,000) 
and (55.6) FTE Positions from the Telecommunications 
Fund in FY 2006 to eliminate the Arizona 
Telecommunications Service.  With the signing of the 
Statewide Telecommunications Management Contract in 
January 2005, the TPO functionally replaced ATS. 
 
The chart below summarizes the policy issues relating to 
the replacement of ATS: 
 
 

Approved Policy Issue Funding FTE 
TPO Operations  $1,412,100  11.0 
Level 1 Help Desk  116,000  2.0 
State Switchboard  281,400  7.0 
Security Investigation Team     249,700    2.0 
 Total $2,059,200  22.0 
 

 
TPO Operations 
The approved amounts include an increase of $1,412,100 
and 11 FTE Positions from the Telecommunications Fund 
in FY 2006 for the Telecommunications Program Office 
operating budget.  The former amount includes $350,000 
for one-time Professional and Outside Services funding 
and $9,000 for one-time Equipment funding.  With the 
signing of the Statewide Telecommunications 
Management Contract in January 2005, the TPO 
functionally replaced ATS. 
 



 
Fiscal Year 2006 Appropriations Report 14 Arizona Department of Administration 

The approved 11 FTE Positions encompass 2 
administrative positions, 3 engineering positions, 3 
contract management positions, 2 project management 
positions, and 1 communications analysis position.  By 
including $350,000 in one-time monies for consulting 
services, the approved amount provides the flexibility to 
address unmet needs.  With a year of actual experience, the 
TPO Operations appropriation can be fine-tuned for 
FY 2007.   
 
Level 1 Help Desk 
The approved amounts include an increase of $116,000 
and 2 FTE Positions from the Telecommunications Fund 
in FY 2006 for the Level 1 Help Desk.  The Level 1 Help 
Desk will receive initial support calls from agencies, 
document the calls, and pass the information to the 
primary contractor’s help desk for resolution.   
 
State Switchboard 
The approved amounts include an increase of $281,400 
and 7 FTE Positions from the Telecommunications Fund 
in FY 2006 for the State Switchboard.  The switchboard 
routes calls from state agency employees and the public to 
other state agency employees, as well as facilitates 
conference calls.  Furthermore, the new statewide 
telecommunications system will provide increased 
functionality to route calls electronically. 
 
Security Investigation Team 
The approved amounts include an increase of $249,700 
and 2 FTE Positions from the Telecommunications Fund 
in FY 2006 for the Security Investigation Team.  The 
security team will investigate toll fraud, inappropriate 
internet use, and other such telecommunication crimes.   
 
Other IT Issues 
 
Replacement Equipment 
The approved amounts include a decrease of $(283,000) 
from the Automation Operations Fund in FY 2006 for one-
time equipment replacement.  This amount represents the 
elimination of $(493,700) for completed data center 
projects and the one-time addition of $210,700 for the 
division’s personal computer upgrade project. 
 
Data Center Maintenance Savings 
The approved amounts include a decrease of $(107,000) 
from the Automation Operations Fund in FY 2006 for 
savings generated by the division’s new data storage 
contract.  The vendor waived maintenance charges through 
FY 2007. 
 
Mainframe Software Licensing Fee Increase 
The approved amounts include an increase of $943,100 
from the Automation Operations Fund in FY 2006 for 
mainframe software licensing fee increases.  Higher 
processing volumes on the division’s mainframes, as well 
as inflation, are driving these increases.  Most mainframe 

software licensing agreements require annual, or even 
monthly, adjustments for mainframe volume and inflation. 
 
The department is realizing increased demand for its 
processing services and believes additional revenues for 
those services will cover this cost increase.  The 
department’s largest external customers for mainframe 
processing are the Arizona Health Care Cost Containment 
System, the Arizona Departments of Corrections and 
Transportation, and the Department of Revenue.    
 
Additional Legislation 
 
State Automation and Telecommunications Budget 
   Reconciliation Bill 
The State Automation and Telecommunications Budget 
Reconciliation Bill (Laws 2005, Chapter 301) makes 
statutory changes defining Legislative and departmental 
oversight of the primary contractor.  Chapter 301 
eliminates ATS and establishes the TPO.  The legislation 
authorizes TPO to contract for telecommunication services 
and intermediate between agencies and the primary 
contractor.  The chapter also limits the scope of TPO 
activities to those detailed above. 
 
Chapter 301 mandates that all Executive branch agencies 
contract for telecommunication services with the primary 
contractor through the TPO.  However, TPO may enter 
into more than one contract for each telecommunications 
product or service not provided by the primary contractor. 
 
Chapter 301 requires the department to present an annual 
budget to the Joint Legislative Budget Committee (JLBC) 
showing statewide prior year actual payments to the 
primary contractor and next year anticipated payments.  
The department must also submit its initial schedule of 
telecommunications service rates by agency and fund type, 
as well as any future modifications to that schedule, for 
JLBC review.  TPO may recover its operational costs from 
agencies, but all other relevant telecommunication services 
payments must go directly from agencies to the primary 
contractor. 
 
Chapter 301 retroactively replaces the Technology and 
Telecommunications Fund with the Automation 
Operations Fund and the Telecommunications Fund and 
distributes the unencumbered fund balance of the former 
accordingly. 


