State Land Department

Land Commissioner: Maria Baier

A.R.S. §37-102

JLBC Analyst: Jay Chilton

FY 2009 FY 2010 FY 2011
ACTUAL ESTIMATE APPROVED

OPERATING BUDGET
Full Time Equivalent Positions 1729 1539 152.9
Personal Services 7,089,400 6,456,200 6,363,200
Employee Related Expenditures 2,383,700 2,140,500 2,233,700
Professional and Outside Services 1,463,000 2,050,700 2,050,700
Travel - In State 178,200 177,900 177,900
Travel - Out of State 14,400 1,500 1,500
Other Operating Expenditures 1,905,500 1,982,200 1,547,500
Equipment 581,800 225,000 225,000
OPERATING SUBTOTAL 13,616,000 13,034,000 12,599,500
SPECIAL LINEITEMS
CAP User Fees 311,100 481,200 385,000
Due Diligence Fund 0 500,000 500,000
Natural Resource Conservation Districts 354,600 650,000 650,0002
5th Special Session Reduction 0 (273,800) (273,800)
AGENCY TOTAL 14,281,700 14,391,400 13,860,700
FUND SOURCES
General Fund 14,021,700 3,421,000 3,212,300
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 0 390,000 0
Trust Land Management Fund 0 9,820,400 9,888,400

SUBTOTAL - Other Appropriated Funds 260,000 10,970,400 10,648,400

SUBTOTAL - Appropriated Funds 14,281,700 14,391,400 13,860,700
Other Non-Appropriated Funds 1,403,100 1,064,300 1,061,000
TOTAL - ALL SOURCES 15,684,800 15,455,700 14,921,700

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.

Laws 2004, Chapter 326, Section 4 amended Arizona
Revised Statutes Title 37, Chapter 2.1 to require the
Governor to appoint the State Forester. Prior to 2004, the
State Land Commissioner appointed a Deputy State
Forester to report to the State Land Commissioner. Since
that time, the State Land Department and the State
Forester's Office have essentially operated as separate
agencies. Until FY 2011, however, the Legidature
continued to include the State Forester’ s Office in the State

Land Department’s appropriation. The FY 2011 General
Appropriation Act displays the State Forester as a separate
budget unit. The spending related to the State Forester’s
Office in FY 2009 and FY 2010 is displayed in the State
Forester section for comparability. (Please see the Sate
Forester’s narrative for more information.)

1/ Theappropriation includes $385,000 for Central Arizona Project User Feesin FY 2011. For FY 2011, 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)

2/ Of the amount appropriated for Natural Resource Conservation Districts in FY 2011, $30,000 shall be used to provide grants to Natural Resource
Conservation Districts environmental education centers. (General Appropriation Act footnote)

3/ Genera Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency.
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Operating Budget

| Natural Resource Conservation Districts

The budget includes $12,599,500 and 152.9 FTE Positions
for the operating budget in FY 2011. These amounts

consist of:

FY 2011
Genera Fund $2,711,100
Trust Land Management Fund 9,888,400

These amounts fund the following adjustments:

Statewide Adjustments
The budget includes a decrease of $(434,500) in FY 2011
for statewide adjustments. This amount consists of

Genera Fund
Trust Land Management Fund

$(502,500)
68,000

(Please see the General Provisions section.)

CAP User Fees

The budget includes $385,000 from the General Fund for
Central Arizona Project (CAP) User Fees in FY 2011
This amount funds the following adjustments:

Reduced CAP Water Rights
The budget includes a decrease of $(96,200) from the
General Fund in FY 2011 to adjust the appropriation for
new rates. This reduction allows the department to retain
CAP water rights for Trust Land within urban areas.

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.

Due Diligence Fund

The budget includes $500,000 from the Due Diligence
Fund for this line item in FY 2011. This amount is
unchanged from FY 2010.

The State Land Department uses moniesin thislineitem to
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.

The budget includes $650,000 for Natura Resource
Conservation Districts (NRCDs) in FY 2011. This amount
consists of:

General Fund
Environmenta Special Plate Fund

390,000
260,000

These amounts fund the following adjustments:

Restore General Fund Support
The budget includes an increase of $390,000 from the
General Fund and a corresponding decrease of $(390,000)
from the State Parks Heritage Fund to restore General
Fund support for NRCDs. In FY 2009 and FY 2010, this
appropriation was made from the State Parks Heritage
Fund.

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 Genera 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 or co-sponsored by 27 NRCDs. The
$30,000 is divided among the 21 education centers,
meaning each center receives $1,428. Digtricts that
sponsor an education center also receive $5,000 each year
from the Environmental Special Plate Fund, per A.R.S. 8
37-1015. The revenue deposited in the Environmental
Special Plate Fund consists of $17 of the $25 fee for
environmental license plates.

5™ Special Session Reduction

The budget includes $(273,800) from the General Fund in
FY 2011 to continue the 5" Specia Session FY 2010
Lump Sum Reduction. This amount was allocated to the
operating budget in the General Appropriation Act pending
agency decisions on how to allocate.

Other |ssues

5% FTE Position Reduction

Laws 2009, 3" Special Session, Chapter 11, Section 17
mandated a 5% General Fund FTE Position reduction by
February 1, 2010. This provision required the State Land
Department to reduce 2 General Fund FTE Positions in
FY 2010 and an additional 1 FTE Position in FY 2011.
These changes have been incorporated in the agency’s
budget.
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Additional Legisation

State Land Department Fee Structure Changes

Laws 2010, Chapter 243 repeds the current State Land
Department fee structure as outlined in A.R.S. § 37-107
and A.RS § 37-108, and dlows the State Land
Commissioner to set new fees by rule. The bill maintains
the previous statutory fees until the new fees have been
established by rule. Previoudly, fee revenue was deposited
in the General Fund, but under this chapter fee revenue
will be deposited in the Trust Land Management Fund. In
FY 2011 only, however, Chapter 243 deposits the first
$2,060,000 of fees in the General Fund, which is
approximately the current level of General Fund deposits.
As a result, in FY 2011, this statutory change is cost
neutral, but in future years, because the fee revenue has
been removed from the Genera Fund, there will be
foregone General Fund revenues.
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