Arizona Early Childhood Development and Health Board AR.S. §8-1192

Executive Director: J. Elliott Hibbs JLBC Analyst: Jack Brown

FY 2008 FY 2009 FY 2010
ACTUAL ESTIMATE APPROVED
FUND SOURCES
Other Non-Appropriated Funds 8,284,400 24,209,200 159,011,000
TOTAL - ALL SOURCES 8,284,400 24,209,200 159,011,000

AGENCY DESCRIPTION — As authorized by a 2006 ballot initiative, the Arizona Early Childhood Development and
Health Board provides funding from a 4-cents per cigarette tax, or 80 cents a pack, (plus taxes on other tobacco products) to
fund early childhood development programs and services for children prior to kindergarten and their families. Early
childhood development programs include, but are not limited to, parent and family education and support programs, child

care, preschool, health screenings, and access to preventative health programs

Fund Transfers |

The budget includes the following midyear FY 2009
revisions and FY 2010 transfers to the Genera Fund from
the funds listed below:

FY 2009 FY 2010
Early Childhood Development  $(7,000,000) $0
and Health - EBT*

* These transfers are from non-appropriated funds.

In response to the fund transfer from the Early Childhood
Development and Health Fund in FY 2009, the board
initiated litigation arguing that the transfer violated
Proposition 105. Proposition 105 mandates that the
L egislature may not appropriate or divert funds created by
a voter initiative unless the appropriation or diversion is
approved by a three-fourths vote and furthers the purpose
of the initiative. The litigation, Arizona Early Childhood
Development and Health Board v. Brewer was decided by
the Arizona Supreme Court in July 2009.

The court ordered that the $7,000,000 FY 2009 fund
transfer be returned to the Early Childhood Development
and Hedlth Fund. Prior to this decision, the FY 2010
budget transferred another $7,000,000 from the Early
Childhood Development and Health Fund (Laws 2009, 1%
Regular Session, Chapter 11, Section 114). This transfer
was repealed by Laws 2009, 3" Special Session, Chapter
11, Section 2.

Other Issues

Early Childhood Development and Health Fund

In 2006, Arizona voters passed Proposition 203 which
added an 80-cent tax to each pack of cigarettes (plus taxes
on other tobacco products). The tax became effective on
December 1, 2006. Revenues from the tax are deposited
into the Early Childhood Development and Health Fund

(ECDHF) and go into 1 of 2 accounts, the Administrative
Costs Account and the Program Account.

During FY 2007, 100% of revenues were deposited into
the Administrative Costs Account in order to pay for “start
up” costs. Beginning in FY 2008, 90% of funds were
allocated to the Program Account and 10% of funds to the
Administrative Costs Account. Monies may be transferred
from the Administrative Account to the Program Account,
but not from the Program Account to the Administrative
Account.

Of the funding in the Program Account, approximately
10% (or 9% of the statewide total) may be spent on
statewide programs with the remaining funds alocated to
the Regional Councils (81% of the statewide total). Of this
amount, 60.8% is allocated to the various regions based on
the population aged 5 and under and the population under
5 living below the poverty line. Another 20.2% is set aside
as discretionary regional monies.

Monies in the fund are to be used on services provided to
children prior to kindergarten and to their families for the
purpose of assisting childhood development. Monies are
to be used for 1 or more of the following 6 purposes:

e Improve the quality of early childhood development
and health (ECDH) programs,

e Increase access to quality ECDH programs;

e Increase access to preventive health care and health
screenings for children through age 5;

o Offer parent and family support and education
concerning early childhood development and literacy;

e Provide professional development and training for
ECDH providers;

e Increase coordination of ECDH programs and public
information about the importance of ECDH.

The Early Childhood Development and Health Fund is not
subject to legidlative appropriation
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Early Childhood Development Program

The Early Childhood Development Program is
administered through the Arizona Early Childhood
Development and Health Board, which is responsible for
allocating funding to Regiona Partnership Councils, who,
in turn, provide grants to local grant recipients. While the
Regional Councils were being established, the board was
allowed to allocate resources without Regional Partnership
Council input for FY 2008 and FY 2009.

During FY 2008, the board’ s revenues were $170,948,200
and expenditures were $8,284,400. In FY 2009, the board
collected $156,368,600 in revenues and expended
$24,209,200. Included in FY 2009 spending is an
emergency spending package that began in March 20009.
This package included funds for: food banks to distribute
food kitsto toddlers and their families, home visitation and
family support; and temporary child care subsidies.

The above expenditures leave the fund with a balance of
$368,743,900 at the end of FY 2009. The board's large
balance is aresult of the initiative' s language, which called
for the approval of grantsto Regional Partnership Councils
to beginin May 2009. The delay between the beginning of
revenue collections in FY 2007 and the implementation of
regional grants has alowed the board to accrue a
significant balance. The board intends to use the balance
in future years to offset ongoing revenue losses that may
occur if tobacco use (and the corresponding tax
collections) continue to decline.

Now that this “development phase’ has ended, the board
expects to expend $159,011,000 in FY 2010. Of this,
$142,727,700 and $16,283,300 will be from the Program
Account and the Administrative Account, respectively.
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