State Land Department

Land Commissioner: Maria Baier

A.R.S. §37-102

JLBC Analyst: Jay Chilton

FY 2008 FY 2009 FY 2010
ACTUAL ESTIMATE APPROVED

OPERATING BUDGET
Full Time Equivalent Positions 230.9 232.9 200.9Y
Personal Services 7,049,400 7,718,600 7,718,600
Employee Related Expenditures 2,368,000 2,520,300 2,577,100
Professional and Outside Services 4,022,900 1,960,000 1,960,000
Travel - In State 207,300 293,500 293,500
Travel - Out of State 11,900 1,500 1,500
Other Operating Expenditures 2,406,500 1,446,900 3,267,900
Equipment 549,100 231,000 231,000
OPERATING SUBTOTAL 16,615,100 14,171,800 16,049,600 7
SPECIAL LINEITEMS
CAP User Fees 1,143,600 1,263,300 1,263,300 %
Community Protection Initiative 993,200 0 0
Due Diligence Fund 0 500,000 500,000
Environmental County Grants 200,000 0 75,000
Fire Suppression Operating Expenses 2,736,200 2,713,200 2,721,600
Fire Suppression 3,000,000 3,000,000 3,000,000
Inmate Fire Crews 1,014,900 1,208,700 1,212,000
Natural Resource Conservation Districts 650,000 354,600 650,000 ¥
Lump Sum Reduction 0 (2,540,600) (4,267,000)
AGENCY TOTAL 26,353,000 20,671,000 21,204,500 ¢
FUND SOURCES
General Fund 26,093,000 16,911,000 7,159,100
Other Appropriated Funds
Due Diligence Fund 0 500,000 500,000
Environmental Special Plate Fund 260,000 260,000 260,000
State Parks Heritage Fund 0 3,000,000 3,465,000
Trust Land Management Fund 0 0 9,820,400

SUBTOTAL - Other Appropriated Funds 260,000 3,760,000 14,045,400

SUBTOTAL - Appropriated Funds 26,353,000 20,671,000 21,204,500
Other Non-Appropriated Funds 24,057,500 24,737,500 24,340,000
Federal Funds 900 0 0
TOTAL - ALL SOURCES 50,411,400 45,408,500 45,544,500

NS

Includes 60 GF FTE Positions funded from Special Line Itemsin FY 2010 prior to the lump sum reductions.

Of the operating lump sum appropriation, the sum of $3,819,300 supplements planning and disposition funding and shall be used by the State Land
Department for the sole purpose of the planning and disposition of state trust land as follows: 1. The employment of outside professiona services. 2. At
least 2 of the 12 FTE Positions appropriated in the FY 2006 budget for the planning and disposition of state trust land located within 5 miles of the corporate
boundaries of incorporated cities and towns having a population of less than 100,000 persons. 3. The State Land Commissioner shall provide for the
disposition of state trust land in the most expeditious manner consistent with the fiduciary duties prescribed by the Enabling Act and the Constitution of
Arizona. By October 1 of each year, the commissioner shall provide a report to the Joint Legidative Budget Committee on the planning, sale and lease of
trust land in the preceding year. The report shall: () Identify the number of acres that were added to a conceptual plan, added to a master plan or otherwise
planned or prepared for disposition, sale and long-term commercia lease. (b) Distinguish between urban and rural parcels. (c) Indicate the value added or
revenue received. (d) List the resources used and dedicated to trust land planning and disposition, including FTE Positions, contracts and appropriated and
non-appropriated expenditures for each of the items included in the report. (€) Include in the report an inventory of trust land prepared for sale, including the
appraised value and totals for the fiscal year regarding: (i) The amount of trust land sold. (ii) The amount of trust land put under long-term commercial lease.
(iii) The amount of revenue collected from the sale of trust land. (iv) The amount of revenue collected from the long-term commercia lease of trust land.
(v) The amount of purchase price financed on installment sales of state trust land and the principal payoff terms and anticipated yield to the trust over the
terms of theinstallment sales. (General Appropriation Act footnote)
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AGENCY DESCRIPTION — The agency manages the state's 9.3 million acres of trust land on behalf of its 14 beneficiaries.
In order to generate revenue, the agency plans, leases, and sells trust land. The agency also generates revenue by collecting
royalties from the operators of 2 copper mines on state land. The department is also responsible for the prevention and
suppression of forest fires on State Trust Land and private land outside incorporated municipalities (about 22 million acres

total).
FY 2006 FY 2007 FY 2008 FY 2010
PERFORMANCE MEASURES Actua Actud Actua Approved
o Average land sales processing time (application to 233 26.0 30.0 20.0
auction, in months)
® % of customers giving the department arating above 4 79 84 88 88
(5=very satisfied)
e Totd trust generated ($in millions) $409.1 $367.8 $458.3 $486.2

Comments: Total trust generated includes both expendable and non-expendable permanent fund receipts. Expendable
receipts include lease revenues, interest on outstanding sales balances, and the Treasurer’s formula distribution. Non-
expendable permanent fund receipts consist of revenues earned from the sale of State Trust land combined with the sales of
minerals and natural products.

e Total Expendable Fund earnings generated ($in $112.9 $122.0 $114.2 $127.8
millions)

e Total trust land sales ($ in millions) $544.3 $453.47 $126.0 $130.0

o Total number of trust land acres sold in Maricopa, 2,637 3,494 1,994 2,000
Pima, and Pinal Counties

o Total number of trust land acres sold in all other 789 768 0 800
remaining counties

Operating Budget General Fund $9,900

Trust Land Management Fund 46,900

The budget includes $16,049,600 and 172.9 FTE Positions
for the operating budget in FY 2010. These amounts
consist of:

(Please see the General Provisions section.)

Trust Land Management Funding Reduction
The budget continues a $(625,000) General Fund decrease

FY 2010
General Fund $6.229,200 that was originally approved in the midyear FY 2009
Trust Land Management Fund 9.820.400 revisions and includes an additional $(875,000) decrease

These amounts fund the following adjustments:

Statewide Health I nsurance Adjustments
The budget includes an increase of $56,800 in FY 2010 for
state employee health insurance statewide adjustments.
This amount consists of :

from the General Fund in FY 2010.

Self Funding Proposal
The budget includes an increase of $2,696,000 in FY 2010
to fund the department from revenue generated from the
salesof Trust Land. Thisamount consists of:

3/ Theappropriation includes $1,263,300 for Central Arizona Project User Feesin FY 2010. For FY 2010, from municipalities that assume their allocation
of Central Arizona Project water every dollar received as reimbursement to the state for past Central Arizona Water Conservation District payments,
$1.00 reverts to the state General Fund in the year that the reimbursement is collected. (General Appropriation Act footnote).

4/  These monies may be spent on wildfire suppression pursuant to A.R.S. § 37-623. Because this authorization is in the FY 2010 Environment Budget

Reconciliation Bill (Laws 2009, 3" Special Session, Chapter 5), it is not included in the General Appropriation Act.

Of the amount appropriated for Natural Resource Conservation Districts in FY 2010, $30,000 shall be used to provide grants to Natural Resource
Conservation Districts environmental education centers. (General Appropriation Act footnote)

General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency. As appropriated by Laws 2009, 1%
Regular Session, Chapter 11.
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General Fund
Trust Land Management Fund

(7,077,500)
9,773,500

The FY 2010 Environment Budget Reconciliation Bill
(BRB) (Laws 2009, 3" Specia Session, Chapter 5) alows
the department to retain up to 10% of permanent fund
receipts and deposit that money into the Trust Land
Management Fund, also created by the Environment BRB.
The General Fund decrease of $(7,077,500) is achieved by
requiring the department to revert that amount from its
General Fund appropriation before the end of the fiscal
year.

The amount appropriated from the Trust Land
Management Fund is greater than the amount reduced
from the General Fund because it was the Legidature's
intent to leave the agency’s total funding unchanged from
the midyear FY 2009 revised budget. Since the Genera
Appropriation Act (Laws 2009, 1% Specia Session,
Chapter 11) included additiona FY 2010 General Fund
decreases totaling $(2,696,000) in several areas, the
amount of the General Fund decrease associated with the
Self-Funding Proposal was lowered by the combined
amount of those reductions.

An additional provision in the FY 2010 Environment BRB
aso dlows the department to deposit $600,000 from
revenue earned from the fees authorized by A.R.S. § 37-
108 into the Trust Land Management Fund in FY 2010.

The FY 2010 budget presumed the passage of legislation
to allow the department to continue fee increases originally
authorized in FY 2009 to generate an additional $600,000,
and appropriates the additiona revenue earned from those
fee increases to the department (SB 1025, 3 Specid
Session). The Governor vetoed this bill.

CAP User Fees

The budget includes $1,263,300 from the Genera Fund for
Central Arizona Project (CAP) User Fees in FY 2010.
This amount is unchanged from FY 2009.

Monies in this line item are used to pay the Centra
Arizona Water Conservation District (CAWCD) for the
department’s allocation of CAP water used on state trust
lands. The CAWCD sets the rates for al CAP
subcontractors and applies the capital charges to the
repayment of federal construction debt.

Community Protection I nitiative

The budget includes no funding for the Community
Protection Initiative in FY 2010. This amount is
unchanged from FY 2009.

When this Special Line Item (SLI) is funded, the State
Forester tracks communities at risk of wildfire, and with

the monies in this fund may issue grants to at-risk
communities to complete community wildfire protection
plans.

The FY 2010 budget presumed passage of legislation to
remove the Community Protection Initiative Fund from the
list of recipients of State Lottery Fund monies (SB 1025,
3" Special Session). The Governor vetoed this bill.

Due Diligence Fund

The budget includes $500,000 from the Due Diligence
Fund for this line item in FY 2010. This amount is
unchanged from FY 2009.

The State Land Department uses moniesin thislineitemto
fund due diligence studies on land that it prepares for
auction. The purchasers of State Trust Land then
reimburse the State Land Department for the cost of the
studies. The reimbursements are deposited into the Due
Diligence Fund and those monies again become available
to the department to fund new studies. The fund is subject
to appropriation, so appropriation authority is added to
adlow the State Land Depatment to spend the
reimbursements.

Environmental County Grants

The budget includes $75,000 from the State Parks Heritage
Fund funding for Environmental County Grants in
FY 2010. Thisamount funds the following adjustment:

Restore Funding
The budget includes an increase of $75,000 from the State
Parks Heritage Fund in FY 2010 for Environmental
County Grants. In previous years, this SLI had been
funded from the State General Fund.

Monies in this line item have been used by Greenlee,
Graham, Gila, Navagjo, and Apache Counties for
environmental projects that impact economic development
in those counties. The State Land Department must
approve any project prior to expenditure of the monies.

Fire Suppression Operating Expenses

The budget includes $2,721,600 and 43 FTE Positions
from the General Fund for the Fire Suppression Operating
Expenses Special Line Item in FY 2010. These amounts
fund the following adjustments:

Statewide Health I nsurance Adjustments
The budget includes an increase of $8,400 from the
General Fund in FY 2010 for state employee health
insurance statewide adjustments.

Monies in this Special Line Item are used to fund the
Division of Forestry. The Division of Forestry is primarily
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responsible for fire suppression and pre-suppression
activities in the state and forest management. The Specia
Line Item does not include expenses paid to other entities
that provide fire suppression assistance.

Fire Suppression

The budget includes $3,000,000 from the State Parks
Heritage Fund for Fire Suppression in FY 2010. This
amount funds the following adjustments:

Continue Heritage Fund Shift
The budget continues a $(3,000,000) General Fund
decrease and a corresponding $3,000,000 State Parks
Heritage Fund increase originally approved in the midyear
FY 2009 budget revisions.

This SLI funds fire suppression on state trust land and
rural private land. A.R.S. § 37-623.02 provides an annua
appropriation of up to $3,000,000 for fire suppression.
Because this authorization is in permanent statute, it is not
included in the General Appropriation Act.

FY 2010 Environment BRB (Laws 2009, 3 Specia
Session, Chapter 5) contains a provision suspending the
statutory General Fund appropriation and appropriating an
equal amount from the State Parks Heritage Fund. The
Revenues BRB from the midyear FY 2009 revisions (Laws
2009, 1% Special Session, Chapter 3) made a similar shift
in FY 2009.

Inmate Fire Crews

The budget includes $1,212,000 and 17 FTE Positions
from the General Fund in FY 2010. These amounts fund
the following adjustments:

Statewide Health I nsurance Adjustments
The budget includes an increase of $3,300 from the
General Fund in FY 2010 for state employee hedth
insurance statewide adjustments.

These monies provide fire-fighting training for 15 inmate
fire crews. The crews are used for fuel treatment and fire
suppression in and around communities at risk.

Natural Resource Conservation Districts

The budget includes $650,000 for Natural Resource
Conservation Districts (NRCDs) in FY 2010. This amount
consists of:

State Parks Heritage Fund
Environmental Special Plate Fund

390,000
260,000

These amounts fund the following adjustments:

Eliminate General Fund Support
The budget continues a $(283,800) decrease from the
General Fund originally approved in the mid-year FY 2009
revisions and also includes a further decrease of $(94,600)
from the General Fund in FY 2010 to eliminate General
Fund support for the program.

Shift Funding Sour ce
The budget includes an increase of $390,000 from the
State Parks Heritage Fund to restore total funding to the
program to its original FY 2009 amount.

Monies in this line item are used to provide for natural
resource research, scholarships, and staff at the state’'s 32
NRCDs. These districts are established to provide local
conservation assistance and education and to coordinate
the receipt of federal grants. A.R.S. § 37-1014 requires the
department to include in its budget request up to $30,000
for each NRCD and $60,000 for each education center for
a 2-year period. A General Appropriation Act footnote
requires that $30,000 of the total appropriation for NRCDs
be used to provide grants to NRCD environmental
education centers. There are currently 21 education
centers sponsored and co-sponsored by 27 NRCDs. The
$30,000 is divided among the 21 education centers,
meaning each center receives $1,428. Districts which
sponsor an education center also receive $5,000 each year
from the Environmental Special Plate Fund, per A.R.S. §
37-1015. The revenue deposited in the Environmental
Special Plate Fund consists of $17 of the $25 fee for
environmental license plates.

Lump Sum Reduction

The budget includes an agencywide lump sum reduction of
$(2,540,600) for the mid-year FY 2009 revisions and
$(4,267,000). The latter reduction reflects the adjustment
to the originally enacted FY 2009 appropriation.

EY 2009 EY 2010

Lump Sum Reduction

Genera Fund $(2,036,000) $(3,054,000)

Per sonnel Expense Reduction

Genera Fund (504,600) (1,213,000

FTE Position Reduction |

The budget includes a decrease of (23) FTE Positions for a
lump sum FTE Position reduction. (Please see the
General Provisions section.)

Laws 2009, 3 Special Session, Chapter 11, Section 17
requires every General Fund supported agency, board,
commission, or other state entity to reduce its number of
FTE Positions by 5% on or before February 1, 2010. This
reduction has not been recorded in the summary table
above. The actual impact of this provision is to be
determined.
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Fund Transfers

The budget includes the following mid-year FY 2009
revision and FY 2010 transfers to the General Fund from
the funds listed below:

FY 2009 FY 2010

Community Protection $(940,200) $0
Initiative Fund Transfer*

Cooperative Forestry - Salary* (29,100) (45,400)

Fire Suppression - FRAT* (1,000,000) 0

Fire Suppression - Salary* (117,600)  (280,100)

*These reductions are from non-appropriated funds.
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