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* *  R E V I S E D  * * 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

Thursday, September 20, 2007 
9:30 a.m. 

House Hearing Room 4 
 
 

MEETING NOTICE 
 
- Call to Order 
 
- Approval of Minutes of August 16, 2007. 
 
- DIRECTOR'S REPORT (if necessary). 
 
1. DEPARTMENT OF ECONOMIC SECURITY  
 A. Review of Long Term Care Capitation Rate Changes. 
 B. Review of Expenditure Plan for Adoption Services - Family Preservation Projects. 
 
2. DEPARTMENT OF EDUCATION - Review of Draft Request for Proposals for eLearning Pilot 

Program. 
 
3. JLBC STAFF - Consider Approval of Index for School Facilities Board Construction Costs. 
 
4. ARIZONA BOARD OF REGENTS - Review of FY 2008 Tuition Revenues. 
 
5. ARIZONA DEPARTMENT OF TRANSPORTATION - Review of Third Party Progress Report. 
 
6. DEPARTMENT OF EDUCATION - Review of Research Based Models of Structured 

English Immersion for English Language Learners. 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
9/19/07 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

 
August 16, 2007 

The Chairman called the meeting to order at 9:40 a.m., Thursday, August 16, 2007, in House Hearing Room 4.  The 
following were present: 
 
Members: Representative Pearce, Chairman Senator Burns, Vice-Chairman 
 Representative Adams Senator Aguirre 
 Representative Biggs Senator Flake 
 Representative Boone Senator Garcia 
 Representative Cajero Bedford Senator Harper 
 Representative Lopez Senator Verschoor 
 Representative Rios  
 Representative Yarbrough  
  
Absent:   Senator Aboud 
 Senator Waring 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of July 19, 2007, Chairman Pearce stated that the 
minutes would be adopted. 
 
ATTORNEY GENERAL (AG) 
 
A. Review of Allocation of Settlement Monies - State v. Purdue Pharma L.P., et al. 
 

Ms. Leah Ruggieri, JLBC Staff, stated that a footnote in the General Appropriation Act requires JLBC review of the 
allocation or expenditure plan for settlement monies over $100,000 received by the AG or any other person on behalf of the 
State of Arizona.  The AG provided a response to the Chairman’s request from the June 19, 2007 meeting for an estimate of 
the costs incurred during the litigation.  The AG will receive $717,500 as a result of the settlement.  Based on hourly rates 
awarded by the courts for attorney time, total costs incurred by the AG would be no greater than $28,000. 
 

Discussion ensued on this item. 
 

Ms. Jennifer Boucek, Section Chief of Consumer Protection and Advocacy for AG, responded to member questions. 
 

Representative Biggs requested the AG to report back to him the actual amount AHCCCS received from the settlement and 
the date that occurred. 
 

Senator Burns moved that the Committee give a favorable review to the Attorney General’s allocation of settlement 
monies.  The motion carried. 
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B. Review of Allocation of Settlement Monies - State v. Warner Chilcott. 
 
Ms. Leah Ruggieri, JLBC Staff, stated that a footnote in the General Appropriation Act requires that the JLBC review the 
allocation or expenditure plan for settlement monies over $100,000 received by the AG or any other person on behalf of the 
State of Arizona.  The AG will receive $128,000 as a result of the Warner Chilcott settlement.  The actual cost of the 
litigation is estimated to be no greater than $33,000. 
 
Senator Burns moved that the Committee give a favorable review to the Attorney General’s allocation of settlement 
monies.  The motion carried. 
 
DEPARTMENT OF HEALTH SERVICES (DHS) 
 
A. Review of Behavioral Health Title XIX Capitation Rate Changes. 
 
Ms. Jenna Goad, JLBC Staff, stated that a footnote in the General Appropriation Act requires DHS to present its plan to the 
Committee for its review prior to implementing any change in capitation rates for the Title XIX behavioral health programs.  
Capitation rates are the flat monthly payments made to managed-care health plans for each Title XIX recipient.  DHS 
requested review of rate changes for the Children’s Behavioral Health (CBH), Seriously Mentally Ill (SMI), and General 
Mental Health/Substance Abuse (GMH/SA) Title XIX rates. 

Discussion ensued on this item. 
 
Mr. Eddy Broadway, Deputy Director for DHS, responded to member questions. 
 
Senator Burns moved that the Committee give a favorable review to the DHS capitation rate adjustments with the following 2 
provisions:  1) administrative costs remain within the FY 2008 budgeted levels; and 2) any capitation rate savings is reverted 
and not transferred for program expansions.  The motion carried. 
 
The Chairman requested DHS provide any documents presented to the Legislature during session that noted there would be a 
multi-year approach to funding the 1:15 ratio.   
 
B. Review of Children’s Rehabilitative Services Capitation Rate Changes. 
 
Ms. Amy Upston, JLBC Staff, stated that a footnote in the General Appropriation Act requires DHS to present an expenditure 
plan to the Committee for its review prior to implementing any change in capitation rates for the AHCCCS Children’s 
Rehabilitative Services (CRS) program.   
 
Discussion ensued on this item. 
 
Senator Burns moved that the Committee give a favorable review to the DHS CRS capitation adjustments with the following 
2 provisions:  1)  administrative costs remain within the FY 2008 budgeted levels; and 2)  any capitation rate savings be 
reverted and not transferred for program expansions.    The motion carried. 
 
C.  Review of the Contract Compliance Special Line Item Expenditure Plan 
 
Mr. Matt Busby, JLBC Staff, stated that a footnote in the General Appropriation Act requires Committee review of the DHS 
proposed expenditure plan for the Contract Compliance special line item.  Of the total, $2.5 million and 15 FTE Positions 
were appropriated from the General Fund.  The remaining $4.8 million and 29 FTE Positions are from Federal Title XIX 
Expenditure Authority.  The Contract Compliance SLI was created in the FY 2008 budget.  The purpose of the funding is to 
improve contract monitoring and compliance among the Regional Behavioral Health Authorities (RBHAs) and to ensure that 
DHS is meeting its obligations in both the Arnold v. Sarn and JK v. Gerard lawsuits.   
 
Discussion ensued on this item. 
 
Ms. Susan Gerard, Director of DHS, and Mr. Eddy Broadway, Deputy Director for DHS responded to member questions. 
 
Senator Burns moved that the Committee give a favorable review of the DHS $7,300,000 expenditure plan for Contract 
Compliance with the following two provisions:  1) The favorable review does not constitute an endorsement of General Fund 



- 3 - 
support to expand the program in the future;  and 2) DHS proceed with hiring no more than 44 of the 73 positions as this 
was the amount appropriated in the FY 2008 General Appropriation Act.  The motion carried. 
 
A review of the remaining 29 positions will occur after the department submits additional information as follows:  1) An 
explanation of how the particular staffing levels were derived, especially for the main categories of activities.  This 
explanation should include any quantitative workload measures used to determine the department’s proposed staffing levels.  
2) More specific information on how the $1,000,000 for indirect costs would be used; and 3) The performance measures 
selected to assess the effectiveness of additional staff in resolving their litigation.   
 
DEPARTMENT OF PUBLIC SAFETY (DPS) - Review of the Expenditure Plan for the Gang and Immigration 
Intelligence Team Enforcement Mission (GIITEM). 
 
Ms. Kimberly Cordes-Sween, JLBC Staff, stated that a footnote in the General Appropriation Act (Laws 2007, Chapter 255) 
requires Committee review of the DPS quarterly expenditure plan for GIITEM appropriations prior to expenditure.  
Attachment A was distributed to the Committee on the local and non-DPS GIITEM spending. 
 
Discussion ensued on this item. 
 
Mr. Phil Case, DPS Comptroller, responded to member questions. 
 
Senator Burns moved that the Committee give a favorable review to the DPS expenditure plan with the provision that DPS 
reduce the Pima County Sheriff’s Office (PCSO) initiative to $1,319,800 and 11 positions which includes 1 lieutenant, 1 
sergeant, 8 deputies, and 1 analyst, as well as equipment and other operating expenses.  If the 11 PCSO positions are filled 
and if established performance objectives are met by January 1, 2008, DPS shall notify the Committee.  DPS will report back 
to the Committee on the establishment of performance measures for the PCSO as part of its quarterly GIITEM report due 
October 30, 2007.  The Committee also requested that in the future DPS expenditure plans include the total annualized cost 
for all requested DPS or local personnel.  The motion carried. 
 
DEPARTMENT OF ECONOMIC SECURITY (DPS) 
 
A. Review of Proposed Implementation of Developmental Disabilities Provider Rate Increase. 
 
Mr. Jay Chilton, JLBC Staff, stated that a footnote in the General Appropriation Act requires JLBC to review the 
implementation plan for distributing a developmental disabilities provider rate increase totaling $7.0 million General Fund 
and $18.6 million total funds.   
 
Senator Burns moved that the Committee give a favorable review of the implementation plan.  The motion carried. 
 
B. Review of FY 2008 Expenditure Plan for Workforce Investment Act Monies. 
 
Mr. Jay Chilton, JLBC Staff, stated that a footnote in the General Appropriation Act requires the JLBC to review the 
expenditure plan prior to DES expending monies from the $2.9 million discretionary portion of federal Workforce 
Investment Act Special Line Item.  All $2.9 million is for core functions of the WIA monies.  The primary change is an 
increase of $800,000 for the Local One Stop System Offices.  These offices provide job placement and career training 
services as well as access to some government services.  This increase is for replacement equipment due to the age of servers 
and software used for the virtual one stop system. 
 
Senator Burns moved that the Committee give a favorable review of DES’ expenditure plan.  The motion carried. 
 
GOVERNMENT INFORMATION TECHNOLOGY AGENCY (GITA) - Review of Web Portal Contract. 
 
Mr. Dan Hunting, JLBC Staff, stated that the General Appropriation Act (Laws 2007, Chapter 259) requires the Committee 
to review the fiscal provisions of any new web portal contract after it is executed, but before it is implemented by GITA.  
This web portal also known as Arizona @ Your Service is accessed through the state’s Web site and works with state 
agencies to provide electronic delivery of government services and information.  Under a contract with the prior vendor, the 
web portal generates over $5 million annually, primarily through the sale of motor vehicle records to commercial customers.   
 
Under the old contract, this revenue was deposited in the contractor’s private account and was retained by the contractor 
unless used for other web portal projects.  In order to give the state greater control over the web portal revenue stream, Laws 
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2006, Chapter 346 created the Web Portal Fund as an appropriated fund and required that revenue from any web portal 
contract be deposited in the fund.  On June 27, 2007, a new 3-year contract was awarded to NIC, Inc, which will take over 
operation of the web portal on October 8, 2007.   
 
Discussion ensued on this item. 
 
Mr. D.J. Harper, Legislative Liaison for GITA, responded to member questions. 
 
Senator Burns moved that the Committee give a favorable review to the contract with the provision that GITA provide a list 
of discretionary projects and activities to the JLBC Staff by October 15, 2007.  The motion carried.  
 
ADMINISTRATIVE OFFICE OF THE COURTS (AOC) - Review of Reimbursement of Appropriated Funds. 
 
Mr. Lorenzo Martinez, JLBC Staff, stated that a footnote in the General Appropriation Act (Laws 2007, Chapter 255) 
requires the Joint Legislative Budget Committee to review the expenditure of reimbursements received by the Administrative 
Office of the Courts.  These reimbursements consist of monies received by AOC for services provided to local courts and 
their personnel.  A.R.S. § 35-142.01 states that if an agency receives a reimbursement from federal or other sources, that 
agency is permitted to retain and expend those monies as long as the agency director determines that they are necessary for 
the agency’s operation. The agency director must also determine that the Legislature did not specifically consider and reject 
such reimbursement during the agency’s original budget appropriation. 
 
Senator Burns moved that the Committee give a favorable review to the use of $3,784,500 in projected reimbursements.  The 
motion carried. 
 
ARIZONA STATE RETIREMENT SYSTEM (ASRS) - Review of FY 2008 Information Technology Expenditure 
Plan. 
 
Mr. Eric Jorgensen, JLBC Staff, stated that a General Appropriation Act footnote requires the Committee to review the 
yearly expenditure plan for the ASRS Information Technology (IT) plan prior to expenditure.  ASRS was appropriated 
$2,818,500 for FY 2008 for operating expenses associated with upgrades to the information technology system.  The plan is 
within budget and in line with expenditures outlined in the Project and Investment document approved by the Information 
Technology Authorization Committee. 
 
Senator Burns moved that the Committee give a favorable review of the FY 2008 ASRS IT expenditure plan.  The Committee 
also requested that ASRS continue to give semi-annual progress reports on the project status, with the next report due by 
December 31, 2007.  The motion carried. 
 
Without objection, the meeting adjourned at 11:40 a.m. 
 
Respectfully submitted: 
 
 
       __________________________________________ 
        Sandy Schumacher, Secretary 
 
 
       __________________________________________ 
        Richard Stavneak, Director 
 
 
       __________________________________________ 
            Representative Russell Pearce, Chairman 
 
 
 
 
 
 
NOTE: A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W.  Adams.  A full video 
recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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R E V I S E D 

 
DATE:  September 19, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jay Chilton, Fiscal Analyst 
 
SUBJECT: Department of Economic Security - Review of Long Term Care Capitation Rate Changes 
 
Request 
 
This memo has been updated for a revised capitation rate plan received by JLBC Staff on September 13, 
2007.  Pursuant to a FY 2008 General Appropriation Act footnote, the Department of Economic Security 
(DES) is presenting its expenditure plan for proposed capitation rate adjustments in the federal Title XIX 
Long Term Care (LTC) program.  Capitation rates are a fixed amount paid for every person in the 
Developmentally Disabled Long Term Care Program.  The proposed capitation adjustments are related to 
medical inflation and utilization increases and other requirements, but do not reflect provider rate increases.  
The provider rate increases were addressed in a separate item at the August 16, 2007 Committee meeting. 
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review of DES’ capitation rate changes with the provision that the favorable review does not 

constitute an endorsement of a supplemental request.   
 
2. An unfavorable review due to the rate exceeding the budgeted amount by between $2.4 million and $4.4 

million General Fund. 
 
Analysis 
 
DES uses actuarial staff at the Arizona Health Care Cost Containment System (AHCCCS) to determine their 
capitation rates.  The actuaries use claims, encounter data, and projected enrollment to determine the actual 
costs of services and recommend changes in the capitation rates. 
 



- 2 - 
 
The revised per member per month (PMPM) rates are shown below.   
 

 
Category 

Current 
1/1/0-6/30/07 Rate 

New 
7/1/07-6/30/08 Rate 

 
% Change 

    

Aid to Individuals $2,480.76 $2,573.59 3.74% 
Acute Care Services 348.42 381.67 9.54% 
Case Management Services 144.53 157.83 9.20% 
Administration 206.38 196.57 -4.75% 
Risk/Profit 47.75 49.64 3.96% 
Share of Cost -2.98 -6.00 101.34% 
Premium Tax      67.83      70.53     3.98% 
   Total - DES LTC $3,292.69 $3,423.83 3.98% 
Behavioral Health (DHS pass-through)    102.88    102.88     0.00% 
   Total Enrolled Rate $3,395.57 $3,556.71 3.86% 

 
All categories reflect increases for medical inflation and utilization.  The increase in the Acute Care Services 
line also reflects 3 policy adjustments:   
 
• The first is coverage of non-emergency dental services for adults, for which DES estimates the cost at 

$2.5 million Total Funds, or $10.50 PMPM.  This would result in a General Fund cost of about $0.8 
million, which is below the $1.0 million appropriated from the General Fund for this program.   

• The second is coverage of the human papillomavirus (HPV) vaccine for women between the ages of 21 
and 26.  This cost is estimated at $0.2 million Total Funds, or $0.75 PMPM.  

• The third is the federal requirement that AHCCCS cover the HPV vaccine for women under age 21.  The 
cost of this service is estimated to be $0.1 million Total Funds, or $0.40 PMPM.   

 
The total General Fund cost for both categories of HPV vaccine coverage is estimated at about $0.1 million.  
Monies for coverage of the HPV vaccine were included in the AHCCCS budget but were not included in the 
DES budget. 
 
The increase in Aid to Individuals reflects adjustments for the state’s newly implemented minimum wage 
increase, which was passed as Ballot Proposition 202 in the November 2006 election.  Current Division of 
Developmental Disabilities (DDD) providers whose payments are below the new minimum wage would 
need to comply with the new minimum wage.  The total dollar impact estimated by the DDD from the 
minimum wage provision is $0.3 million Total Funds, or $1.34 PMPM.  The Share of Cost category reflects 
a pass-through to AHCCCS for its portion of the services and it was rebased for FY 2008. 
 
In a February 2007 letter to the JLBC, DES estimated that the FY 2008 capitation rate increase would be 
between 3.5% and 6.5%.  The proposed capitation rate represents an increase of 4%.  The FY 2008 budget 
provided for 3% capitation rate growth and using a weighted average of ventilator-dependent and non-
ventilator-dependent clients, estimated a capitation rate of $3,380.71. 
 
As a result of DES’ proposed capitation rate increase being higher, at 4%, than the capitation rate adjustment 
estimated in the budget, it would cause expenditures to be $3.4 million above the appropriated amount 
should caseloads remain at budgeted levels of 19,600 member years in FY 2008.  DES, however, currently 
estimates FY 2008 caseloads at 19,523 member years, which would result in General Fund expenditures $2.4 
million above the budgeted amount.  Actual FY 2007 caseloads were higher than the estimated FY 2007 
caseloads upon which the FY 2008 estimates for the budget were based.  Applying the 5.4% increase used in 
the budget to the FY 2007 actual would result in an estimated FY 2008 caseload of 19,667.  Such growth 
would result in General Fund expenditures of $4.4 million above the budgeted amount. 
 
RS/JCh:ss 
Attachment 
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DATE: September 13, 2007 
 
TO: Representative Russell Pearce, Chairman 
 Members, Joint Legislative Budget Committee 
 
THRU: Richard Stavneak, Director 
 
FROM: Jay Chilton, Fiscal Analyst 
 
SUBJECT: Department of Economic Security – Review of Expenditure Plan for Adoption Services - 

Family Preservation Projects 
 
Request 
 
Pursuant to a footnote in the FY 2008 General Appropriation Act (Laws 2007, Chapter 255), the 
Department of Economic Security (DES) has submitted to the Committee a request for review of the 
expenditure of $1,000,000 for Adoption Subsidy Family Preservation Projects. 
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review as the broad purposes of the plan are consistent with legislative intent 
2. An unfavorable review as the department has not submitted details regarding the specifics of their 

expenditure plan 
 
During FY 2007 DES submitted a plan to expend $607,400 in FY 2007 and $1,762,400 in FY 2008.  The 
appropriation in both years was $1,000,000.  At its December 18, 2006 meeting, the Committee favorably 
reviewed that plan with the provision that DES restructure the expenditure plan to remain within the 
$1,000,000 appropriation in FY 2008 and future years if the appropriations were to continue.  DES staff 
has indicated via email that they will reduce expenditures to remain within the appropriated amount, with 
reductions primarily in adoption transition and post-adoption support services.  Specifics on how this will 
be done have not been provided. 
 
Analysis 
 
In the FY 2006 budget, the Legislature appropriated $1,000,000 from the Federal Temporary Assistance 
for Needy Families (TANF) Block Grant to DES for a new effort to promote and maintain adoption as a 
permanent option for children in the Child Protective Services (CPS) system.  At the same time, JLCAP 
was created and charged with providing recommendations to DES on the most effective expenditure of 
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the appropriated funds.  A footnote required DES to consider any recommendations provided by JLCAP 
in an expenditure plan to be reviewed by the Joint Legislative Budget Committee.  JLCAP did not 
provide spending recommendations in FY 2006 and the monies were reverted to the TANF Block Grant.   
 
In FY 2007, monies were again appropriated with the same conditions.  JLCAP met on November 29, 
2006 to make spending recommendations.  DES presented 2 funding initiatives to JLCAP.   
 
The first initiative was increased resources for intake and recruitment of adoptive homes.  DES reported 
that these resources would cost $167,500 in FY 2007 and $305,100 annualized in FY 2008.  DES 
requested 2 additional FTE Positions for the adoption call center (currently staffed with 1 FTE Position), 
1 FTE Position to re-engage parents who leave the system, and 1 FTE Position for Native American home 
recruitment.  Additionally, DES would contract for training and consulting services to help create and 
maintain effective relationships with foster and adoptive families.  The requested resources also included 
a family tracking database and a one-time upgrade to the call center telephone equipment.   
 
The second initiative presented was increased support services for adoptive families.  The cost of these 
initiatives was $439,800 in FY 2007 and $1,457,300 annualized in FY 2008.  DES categorized this issue 
into 3 components that were then prioritized by JLCAP.  The committee’s first priority was to establish a 
crisis response line and provide crisis intervention to adoptive families.  The second priority was to 
contract with specialized adoption therapists to help transition adopted children and their adoptive 
families.  The last component was post-adoption support in the form of addressing extraordinary needs of 
adoptive families to prevent dissolution, continuing education and training, and support groups for the 
adoptive parents.   
 
The total cost for both initiatives in FY 2007 was $607,300.  The cost of annualizing these programs in 
FY 2008, however, was expected to be $1,762,400 or $762,400 above the FY 2008 appropriation.  
JLCAP adopted those initiatives as their recommended uses of the appropriated funds.  At its December 
18, 2006 meeting, the JLBC gave a favorable review to the expenditure plan with the provision that the 
plan be restructured according to the priorities of JLCAP in order to remain within the $1,000,000 
appropriation for FY 2008. 
 
JLCAP has not yet met in FY 2008.  DES states in its letter to the JLBC dated July 31, 2007 that it is 
continuing to implement the programs and the expenditure plan previously recommended by JLCAP and 
reviewed by the JLBC.  DES has not, however, indicated how it plans to restructure the expenditure plan 
to remain within the $1,000,000 appropriation. 
 
The budget footnote also requires that DES report performance measures to gauge the program’s success.  
In its most recent letter, DES submitted data for performance measures based on activity and services 
from January through June 2007.  Some of the performance measures are detailed below: 
 
• There were 1,454 calls to the 1-877 KIDSNEEDU information line, and 71% of the calls were 

answered immediately.  The remaining 295 calls were switched to voicemail; and of those calls, 51% 
were returned within 2 hours.   

• Twenty-three families received family transition and support crisis response services and 187 children 
were referred for transition counseling and therapeutic services.  Of the 187, 93% of them remained 
in their adoptive placement. 

• The department received 26 requests for support resources.  Of these requests, 13 were approved, 5 
were referred to other resources available to provide the service, 7 are currently in the approval 
process, and 1 was denied, as it did not meet the funding criteria.  Seven families were contacted 
specifically for feedback and all responded that the service was beneficial to the child and family. 

 
RS/JCh:ss 
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DATE:  September 13, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Assistant Director 
 
SUBJECT: Department of Education – Review of Draft Request for Proposals for eLearning Pilot 

Program 
 
Request 
 
Pursuant to Laws 2007, Chapter 264 (Section 12), the Department of Education (ADE) and eLearning 
Task Force have submitted for “review and comment” the preliminary Request for Proposals (RFP) for 
the eLearning pilot program established by Laws 2006, Chapter 375.     
 
Summary 
 
The Committee has at least 2 options: 
 

1) A favorable review.  The draft RFP conforms with requirements stipulated in Laws 2006, Chapter 
375.  

2) An unfavorable review.  The draft RFP does not mandate development of “scoreboard” software 
that has been a subject of some legislative interest.  

 
Analysis 
 
Laws 2006, Chapter 375 established a pilot program to provide mathematics instruction to pupils in 
Grades 6 through 9 through a digital curriculum.  Background information regarding the program and a 
brief review and analysis of its preliminary RFP are provided below.    
 
Background 
 
Laws 2006, Chapter 375 appropriated $3,000,000 in one-time funding from the General Fund in FY 2007 
to fund an eLearning pilot program.  The legislation originally required the department, in cooperation 
with an eLearning Task Force created by the bill, to establish an eLearning pilot program in up to 10 
schools for 3 years starting in FY 2008.  The K-12 Education Budget Reconciliation Bill (BRB) for 
FY 2008 (Laws 2007, Chapter 264), however, extended all program deadlines by 1 year, so the pilot 
program now will commence in FY 2009 and continue through FY 2011 (originally FY 2010).  Chapter 
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264 also gives the department until FY 2011 (originally FY 2010) to allocate the original $3,000,000 in 
program funding, which is non-lapsing with no specified ending date (unchanged from original bill).   
 
The Task Force membership and duties are prescribed in A.R.S. §15-1044, as established by Chapter 375.  
The Task Force first met on December 20, 2006 and it has held 9 meetings since then to date.   
 
Analysis of RFP  
 
“Scope of Work” pages from the draft RFP appear as Attachment 1.  These pages provide detailed 
information on goods and services that the winning vendor is expected to deliver for the project.  These 
items pertain primarily to the delivery of digital math coursework, student assessment data and related 
teacher training.  Attachment 1 excludes, as a space savings measure, 47 pages of “boilerplate” 
documentation that also are included in the RFP.  Those pages can be obtained from the department upon 
request.  
 
The preliminary RFP appears to include all of the following items required by Laws 2006, Chapter 375:  
 
1. The scope of work, including programmatic, performance and technical requirements, conceptual 

design, specifications and functional and operational elements for the delivery of the completed 
components of the pilot program. 

2. A description of the qualifications required of the entity or group of entities that will be selected for 
the pilot program. 

3. Copies of the contract documents that the successful bidder or group of bidders will be expected to 
sign.  

4. A timeline for the design and completion of the pilot program.  
5. The estimated cost of the components of the pilot program.  
6. Any other information relevant to the pilot program.  
 
One item of note regarding the draft RFP is that it does not specifically require the vendor to develop 
“scoreboard” software that would enable students in a class to see in “real time” their collective academic 
achievement in math relative to that of other classes or peer groups.  There has been some legislative 
interest in having the RFP focus on getting such software developed, but the draft RFP does not explicitly 
require it.  Our understanding is that this is because the Task Force had concerns regarding development 
costs, technical feasibility and ownership issues for the proposed software.  The draft RFP, however, 
seeks to address goals of the proposed software by requiring program vendors to “provide engaging and 
interactive experiences for students… [including the] use of gaming strategies” (item 12-f on page 5 of 
Attachment 1).   
 
An additional item of note is that the Information Technology Authorization Committee (ITAC) gave its 
approval to ADE’s computer-related plans for the program on August 22, 2007.  Those plans are 
incorporated into the draft RFP.  
 
Next Steps 
 
Chapter 375 requires the Task Force to finalize the RFP “based on comments received from the JLBC” 
and stipulates that ADE shall issue the finalized RFP “within 30 days after the hearing conducted by the 
JLBC.”  It also requires ADE to submit provisions of the final contract for review by the JLBC in 
Executive Session at least 10 days before entering into the contract.  ADE plans to publish the final RFP 
by the end of September 2007 and award the final contract in November 2007.  The current proposed 
timeline for the project as a whole appears on page 1 of Attachment 1.   
 
RS/SSc:ss 
Attachment 
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DATE:  September 13, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Fiscal Analyst 
 
SUBJECT: JLBC Staff – Consider Approval of Index for School Facilities Board Construction Costs 
 
 
Request 
 
A.R.S. § 15-2041D.3c requires that the cost-per-square-foot factors used in the School Facilities Board 
(SFB) building renewal and new school construction financing “shall be adjusted annually for 
construction market considerations based on an index identified or developed by the Joint Legislative 
Budget Committee (JLBC) as necessary but not less than once each year.”   
 
The SFB Staff is requesting that the Committee approve an adjustment for FY 2008 based on an average 
of 2 Phoenix Metropolitan marketplace indices developed by a project management firm and a 
construction-consulting group.  The SFB Staff is also requesting the Committee to consider revisiting the 
inflation level again in January 2008.   
 
Recommendation 
 
The Committee has at least 2 options to consider: 
 
1. Approve a 5.53% increase in the cost-per-square-foot factors as requested by SFB Staff and based on 

the Committee’s 2006 methodology.  This adjustment is based on an average of Phoenix construction 
costs indices developed by a project management firm (2.2%) and an international construction-
consulting group (8.9%).  Approving this adjustment may generate $24.1 million in additional cost 
through FY 2012 for new construction authorized in the FY 2008 approval cycle.  About 5% of these 
additional costs would be incurred in FY 2008.   

 
The adjustment would increase the building renewal formula cost by $10.5 million in FY 2009.  
Formula increases, however, do not occur automatically and are subject to legislative appropriation.   

 
2. Approve an adjustment based on one of the two indices described above.   
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Table 1 lists the current dollar per square foot amounts and options 1 and 2.  
 

Table 1 
Dollars per Square Foot Amounts for Each Option 

 K-6 7-8 9-12 
Current Amount $131.10 $138.40 $160.25 
Option 1- Consensus average (5.53%) $138.35 $146.05 $169.11 
Option 2- PinnacleOne only (2.2%) 
    Rider only (8.9%) 

$133.98 
$142.77 

$144.44 
$150.72 

$163.78 
$174.51 

 
SFB has the statutory authority to fund projects above these square foot amounts if a district cannot build 
a school within the New School Facilities (NSF) formula amount.  In FY 2006, SFB funded 38% of 
projects over the formula amount for total additional funding of $20.4 million.  In FY 2007, SFB funded 
86% of projects over the funding amount for total additional funding of $33.4 million.  This averages to 
$1.4 million in additional funding per project.   
 
Analysis 
 
This section includes background information regarding the SFB inflation index, details on rising 
construction costs, an explanation of the options available for the current adjustment, discussion on SFB’s 
guidelines for funding new school construction projects, and other adjustments SFB has requested this 
coming session. 
 
Background Information 
The original Students FIRST legislation (Laws 1998, Chapter 1, 5th Special Session) established funding 
amounts per square foot of space for new construction and building renewal (e.g., $90 per square foot for 
Grades K-6).  It required, however, that those amounts be adjusted periodically for inflation.  The latter 
provision states that the funding amount per square foot “shall be adjusted annually for construction 
market considerations based on an index identified or developed by the JLBC as necessary but not less 
than once each year”  (A.R.S. § 15-2041D.3c).  SFB also has statutory authority to modify a particular 
project cost per square foot for geographic factors or site conditions above the approved amounts. 
 
Prior to 2002, the Committee used the Marshall Valuation Service (MVS) construction cost index for 
Class C structures (masonry bearing walls) for Phoenix.  At the August 2002 meeting, the Committee 
elected not to approve an adjustment in the cost-per-square-foot factors.  Due to the decision not to 
approve an adjustment for that year, 5 school districts brought suit against the Committee, claiming the 
Committee had failed to perform its statutory duty under A.R.S. § 15-2041D.3c to adjust the index not 
less than once per year.  The following year, at the September 2003 meeting, the Committee approved a 
2-year adjustment.  The adjustment made was based on the Bureau of Economic Analysis (BEA) index 
for “State and Local Government Investment - Structures.”  The Committee again approved the BEA 
index at the September 2004 meeting.  At the October 2005 meeting, the Committee approved an 
adjustment based on a midpoint between the BEA and MVS indices, which was higher than actual prior 
year inflation under either index, to account for the high rate of growth in construction costs over the past 
few years.  Last year at the October 2006 meeting, the Committee adopted an average of the same 2 
indices that the SFB Staff is recommending again this year (see next page). 
 
For building renewal, the inflation adjustment is applied to the formula amount.  In FY 2008 the state 
funded $86.3 million of the $190.2 million building renewal formula amount.  An inflationary 
adjustment, therefore, would increase the full formula amount to at least $194.4 million (based on the 
PinnacleOne index) in FY 2009 prior to any other possible formula adjustments.  Adjusting for inflation 
would not change the existing FY 2008 appropriation. 
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Construction Costs 
Even though the prices of construction cost inputs are still increasing, they are not rising as much when 
compared to the previous few years.  According to the U.S. Bureau of Labor Statistics, the costs of 
construction inputs have risen by 2.8% in FY 2007 compared to 9.4% in FY 2006.  For example, the cost 
of iron and scrap steel only rose 4.0% in FY 2007 compared to the 69.2% increase in FY 2006.  Softwood 
plywood, copper base scrap, and hot rolled bars are the only construction inputs whose costs increased by 
over 10% in FY 2007, while copper ores and non-ferrous pipes increased by 100% in FY 2006.   
 
Options for the Current Adjustment 
The JLBC Staff has identified possible adjustments that could be considered.  Attachment 1 includes 
information on each of the 2 indices discussed below.   
 
PinnacleOne and Rider Indices 
The SFB Staff has again requested the Committee approve an adjustment based on an average of 2 
Phoenix market indices developed by PinnacleOne, a project management firm, and Rider Levett 
Bucknall, an international construction-consulting group.   
 
The PinnacleOne index reports inflation of 2.2% for FY 2007 and is based on the cost of an elementary 
school in the Phoenix area.  Beginning in January 2006, this index was only developed for Phoenix and is 
based on the cost to build a 70,000 square foot K-6 school.  Input prices are updated each quarter based 
on conversations with their subcontractors and suppliers.  Even though it measures inflation for Phoenix 
area elementary schools, it does not measure inflation for high schools or schools outside of the Phoenix 
Metropolitan area.   
 
The Rider index reports inflation of 8.9% and includes all types of Phoenix area construction.  This index 
tracks the bid cost of construction including labor, materials, general contractor and subcontractor 
overhead costs and fees, and applicable sales and use taxes.  Rider develops a construction costs index for 
11 major U.S. cities, including Phoenix.  This index also does not measure inflation outside of Phoenix.   
 
The average of these 2 indices is 5.53%.  The total estimated new construction impact would be $24.1 
million cumulatively through FY 2012.  The adjustment would increase the building renewal formula cost 
by $10.5 million in FY 2009.  Formula increases, however, do not occur automatically and are subject to 
Legislative appropriation. 
 
New School Construction Funding Guidelines 
SFB provides new construction funding based on the product of the following statutory NSF formula: 
 
No. of pupils x Sq. foot per pupil x Cost per sq. foot = Allocation amount 
 
SFB has the authority to provide additional funding above and beyond the statutory allocation amount to 
a district if it cannot build a school within the NSF formula amount.  A district can prove they cannot 
build a minimum guidelines school by demonstrating they are building the least expensive school they 
possibly can but are still over the formula amount.   
 
Since the enactment of Students FIRST, some of these projects have been funded above the formula with 
SFB monies.  In FY 2006, SFB funded 38% of their projects over the formula amount for total additional 
funding of $20.4 million.  In FY 2007, SFB funded 86% of their projects over the funding amount for 
total additional funding of $33.4 million.  This averages to $1.4 million in additional funding per project.   
 
SFB has applied the JLBC adopted inflationary adjustment to projects that are approved subsequent to the 
Committee’s action.  As a result, projects that are approved at different times but began construction at 
the same time might receive different funding amounts from SFB.   
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Minimum School Facility Guidelines 
Minimum guidelines for school facilities were developed by SFB, adopted by the Joint Committee on 
Capital Review, and became effective in 1999.  Since their adoption, no significant changes related to 
new school construction standards had been made to the guidelines until the board approved SFB Staff’s 
recommendations on how to apply 7 areas of the minimum guidelines for new construction projects in 
February 2007.  Those 7 areas include: indoor flooring, gym flooring, millwork (cabinetry), exterior 
lighting, canopies, playground structures and canopies, and landscaping.  These newly adopted guidelines 
could raise the NSF formula by about $7 per square foot.  Note that this is not part of the inflation 
adjustment increase that SFB Staff is currently requesting.   
 
School Safety Features Adjustment 
At the August 2 board meeting, the board adopted SFB Staff recommendations for incorporating 10 
safety features into new school construction.  SFB came up with these recommendations as a result of the 
Governor’s office asking them to evaluate school security issues and make recommendations on these 
issues that might be incorporated into new school construction.  These 10 features include:  
 

1. Exterior security lighting 
2. Administrative office locations  
3. Classroom door locks 
4. Student interior restroom configuration 
5. Vestibule entry 
6. Windows next to doors  
7. Perimeter fencing  
8. Security alarms 
9. Security cameras 
10. In-classroom telephones  

 
According to SFB, the first 6 items have either no cost or are capable of being funded within current SFB 
guidelines since these items are design in nature.  In their FY 2009 budget submittal, SFB is seeking a 
1.6% adjustment to the new construction formula for items 7-10.  If this adjustment is approved, SFB 
estimates it will impact FY 2009 new construction approvals by $6.8 million over 5 years, with an initial 
year cost of $350,000 in FY 2009.  Note that this is not part of the inflation adjustment increase that SFB 
Staff is currently requesting. 
 
Energy Conservation Adjustment 
In their FY 2009 budget submittal, SFB is requesting a 5% adjustment to the new construction formula 
for school energy efficiency and sustainability.  This is in response to the 2005 Governor established goal 
of building all schools to LEED (Leadership in Energy Efficient Design) silver standards.  If this 
adjustment is approved, SFB estimates it will impact FY 2009 new construction approvals by $21.4 
million over 5 years, with an initial year cost of $1.1 million in FY 2009.  Note that this is not part of the 
inflation adjustment increase that SFB Staff is currently requesting. 
 
RS/LMc:ym 
Attachment 



Attachment 
 

Construction Costs Indices Research 
 
PinnacleOne 

• Project management firm (http://www.pinnacleone.com/)  
• 2.2% for FY 2007  
• Phoenix elementary school index 
• Has been in existence since 2005 internally but was finalized in Jan. 2006.  The first 

index they published was for 1st Quarter 2006.   
• In January 2006 they used an actual 70,000 sq. ft. K-6 school as a model.  They 

update their cost estimates every quarter by contacting outside contractors and 
vendors to ask them what kinds of costs they have experienced for the previous 3 
months.  

 
Rider Levett Bucknall   

• International construction-consulting group (www.riderhunt.com)   
• 8.9% for FY 2007  
• All types of Phoenix construction-they use a hypothetical building in their model so 

it’s not necessarily a residential or commercial building 
• Has been in existence internally since 2001 but was first published in 2002 and is 

published each quarter.  
• Tracks bid costs of construction including labor, materials, general contractor and 

subcontractor overhead costs and fees, and applicable sales and use taxes.  Once a 
quarter, they contact the same 3 suppliers to ask what material prices they’ve been 
incurring the previous 3 months and then average these 3 material costs.  They use 
government websites to get information on labor costs.    

• Has the same index for 11 other U.S. cities besides Phoenix 
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DATE:  September 13, 2007 
  
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Strauss, Fiscal Analyst 
 
SUBJECT: Arizona Board of Regents – Review of FY 2008 Tuition Revenues 
 
Request 
 
The Arizona Board of Regents (ABOR) requests Committee review of its expenditure plan for tuition 
revenue amounts greater than the amounts appropriated by the Legislature and all retained tuition and 
fee revenue expenditures for the current fiscal year.   
 
Recommendation 
 
The Committee has the option of either a favorable or an unfavorable review, depending on its view 
of the spending plan (see pages 3 and 4 for details).  
 
In total, appropriated FY 2008 tuition collections are estimated to be $468.4 million.  This amount is 
$62.3 million above FY 2007 and $25.3 million above the original FY 2008 budget.  The universities 
plan on using the additional $25.3 million in the operating budgets to cover inflationary increases, the 
hiring of faculty to improve student/faculty ratios, and academic and support planning priorities.   
 
Non-appropriated, locally retained tuition and fees for FY 2008 are estimated at $354.3 million, or 
$31.1 million higher than FY 2007.  Of the $31.1 million, $18.7 million is dedicated to financial aid. 
Statute allows the universities to retain a portion of tuition collections for expenditures as approved 
by ABOR.  These “locally” retained tuition monies are considered non-appropriated.  Any remaining 
tuition collections are then submitted as part of each university operating budget request and are 
available for appropriation by the legislature.  
 
 
 

(Continued) 
 



 - 2 - 
 
Analysis 

Appropriated Tuition 
Table 1 shows ABOR changes to resident and non-resident undergraduate tuition from FY 2007 to 
FY 2008.  ABOR policy is to set undergraduate resident tuition at the bottom one-third of all senior 
public universities.   
 
Table 1 

Arizona University System 
FY 2007 to FY 2008 Undergraduate Tuition and Fees Changes 

          

 Resident  Non-Resident 
 FY 2007 FY 2008 $ Change % Change  FY 2007 FY 2008 $ Change % Change 

ASU- Main $4,686 $4,969 $283 6.0%  $15,845 $17,001 $1,156 7.3% 
ASU- East/West 4,444 4,766 322 7.2%  15,794 16,999 1,205 7.6% 
NAU 4,546 4,841 295 6.5%  13,487 14,495 1,008 7.5% 
UofA 4,754 5,037 283 6.0%  14,960 16,271 1,311 8.8% 
 
Table 2 displays FY 2007 and FY 2008 appropriations by fund for the Arizona University System.  
The FY 2008 budget includes $443.1 million in tuition, which reflected tuition growth from new 
students, but not tuition rate increases.  The higher tuition rates generated $25.3 million more than 
budgeted, for a total of $443.1 million. 
 

Table 2 
Arizona University System 

FY 2007 and FY 2008 Appropriations (in millions) 
 

FY 2007 
FY 2008 Before 
Tuition Increase 

FY 2008 After 
Tuition Increase 

General Fund $   963.9 $   1,121.1 $    1,121.1 
Collections Fund     402.1     443.1      468.4 
   Total $1,366.0 $1,564.2 $1,589.5 

 
Table 3 presents FY 2008 appropriations estimates of the ABOR FY 2008 All Funds Operating 
Budget Report and resulting additional tuition revenues by campus.  Of the $25.3 million in 
additional tuition, ASU received $12.2 million, U of A $10.9 million, and NAU $2.4 million.   
 

Table 3 
Arizona University System 

FY 2008 Appropriations and Additional Tuition Revenues by Campus 

Campus 
FY 2008 

Appropriation 
FY 2008 All Funds 
Operating Budget Additional Tuition 

ASU – Main $233,624,000 $225,004,500 $  8,619,500 
ASU – East  21,338,400 18,984,800   2,353,600 
ASU – West  23,057,400 21,852,100   1,205,300 
NAU  47,723,200 45,284,400   2,438,800 
UofA - Main 128,539,700 117,667,200 10,872,500 
UofA – Health Sciences Center     14,158,700    14,356,100     (197,400) 
   Total $468,441,400 $443,149,100 $25,292,300 
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Table 4 provides some information on the uses of additional tuition revenues by campus.  Attached, 
ABOR has provided further detail, including an expenditure breakdown. 
 
 
 

Locally Retained Tuition and Fees Report 
 
Systemwide, locally retained tuition and fees total $354.3 million in FY 2008, which is an increase of 
$31.1 million above FY 2007 budgeted amounts.  Table 5 shows that $18.7 million of the increase is 
allocated to financial aid, $2.6 million allocated to the universities designated expenditures, and $0.8 
million allocated to auxiliary expenditures.  Auxiliary funds consist of monies collected from sales 
and services from substantially self-supporting activities such as residence halls, whereas designated 
funds consist of tuition and fees retained by the universities, summer session fees, administrative 
costs of student aid, and unrestricted gifts.  Of the remaining monies, $3.5 million will be used to pay 
debt service, and $5.5 million will be used for the Plant Fund, which is used to service building 
facilities.  
 
 
 

(Continued)

Table 4  
 Arizona University System 
 Use of Additional Tuition Revenues by Campus 
ASU-Main $1.1 million to hire new faculty to improve student/faculty retention and ratios; 
 $1.1 million for faculty start up costs; 
 $2.8 million for utilities inflationary increases; 
 $3.6 million for ERE rate and premium increases. 
 $8.6 Total 
   
ASU- East $1.5 million to hire new faculty to improve student/faculty retention and ratios; 
 $0.3 million for faculty start up costs; 
 $0.5 million for instructional support. 
 $2.3 Total 
  
ASU- West $0.7 million to hire new faculty to improve student/faculty retention and ratios; 
 $0.5 million for instructional support. 
 $1.2 Total  
  
NAU $0.2 million for faculty promotions; 
 $0.8 million for instructional program investments; 
 $0.2 million for research support; 
 $0.2 million for IT investment for student services; 

 
$1.0 million for institutional support: including information security; budget    
        system personnel, and institutional investments. 

 $2.4 Total 
  
UofA $0.7 million for general education and psychology program support; 
 $1.1 million for standard adjustments and enrollment funding; 
 $1.5 million to colleges for differential tuition revenue; 
 $1.0 million for research development; 
 $0.7 million for academic support; 
 $3.7 million for ERE rate increases; 
 $1.5 million for utility rate increases; 
 $0.6 million for office of external relations.  
 $10.8 Total 
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Table 5    

Arizona University System 
Locally Retained Tuition and Fees 

    
 FY 2007 FY 2008 FY 2008 Change 

Designated    
ASU-sMain     $11,027,600 $11,604,300         $576,700  
ASU- East      1,300,100      1,382,900           82,800  
ASU-West         189,000         189,000                  -    
NAU      2,723,100      3,286,900         563,800  
UofA  12,822,200  14,224,900  1,402,700  
Designated Subtotal     28,062,000    30,688,000       2,626,000  
    
Auxiliary    
ASU-Main      2,464,200      2,516,300           52,100  
ASU- East - -                  -    
ASU-West - -                  -    
NAU      2,009,900      2,194,900         185,000  
UofA    6,531,700    7,129,000   597,300  
Auxiliary Subtotal     11,005,800    11,840,200         834,400  
    
Financial Aid    
ASU-Main     88,375,400    98,250,700       9,875,300  
ASU- East      3,836,200      4,443,100         606,900  
ASU-West      6,754,300      8,430,500       1,676,200  
NAU     27,419,600    28,934,900       1,515,300  
UofA   79,006,800  84,040,200   5,033,400  
Financial Aid Subtotal 205,392,300   224,099,400     18,707,100  
    
Debt Service  69,769,400    73,218,000       3,448,600  
Plant Fund      8,959,800  14,459,800   5,500,000  
       
Total   $323,189,300 $354,305,400     $31,116,100  

 
RS:AS/ss 
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DATE:  September 13, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Bob Hull, Principal Research/Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of Third Party Progress Report 
 
Request 
 
The Arizona Department of Transportation (ADOT) requests review of its quarterly progress report 
regarding increasing third party transactions.  Motor Vehicle Division (MVD) third parties allow the 
public to conduct certain MVD transactions through private sector third party entities instead of using 
MVD customer service offices.  With the exception of traffic survival schools, ADOT continues to 
increase its number of third parties. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the fourth quarter report, 
given the progress ADOT is making in increasing its use of third parties and reducing the quality 
assurance backlog.  The next semiannual report on third party quality assurance is due by January 30, 
2008. 
 
Analysis 
 
Third Party Title Transactions Quality Assurance 
The section’s backlog of title transactions decreased from 16 business days in the third quarter of 
FY 2007 to 11 business days (down from 31 business days in FY 2006), due to a 1-year pilot project, 
begun on April 1, 2007, for a new statistical sampling method that cut the percentage of third party work 
that was reviewed by MVD quality assurance from 10% to 4%.  The Committee asked, at its May 10, 
2007 meeting, that ADOT provides a progress report on their 1-year pilot project by April 30, 2008.   
 
ADOT removed the moratorium on new title transaction third parties in FY 2006 and is processing 
applications for 93 entities, including both those on the former waiting list and new applicants who are 
interested in becoming third parties.  There are currently 101 existing third parties, including 41 new 
offices that have opened in FY 2007.  
 



- 2 - 
 

 

Third Party Vehicle Identification Number Inspections 
ADOT removed the moratorium on new vehicle identification number third parties in FY 2006 and is 
processing applications for 90 entities, including both those on the former waiting list and new applicants 
who are interested in becoming third parties.  There are currently 444 existing third parties, including 99 
new offices that have opened in FY 2007. 
 
Third Party Driver Schools 
ADOT removed the moratorium on new commercial and non-commercial driver schools and driver 
license examiners in FY 2006, and has eliminated the waiting list. 
 
MVD licenses traffic survival schools and certifies instructors.  Their approved staffing has not changed 
from FY 2005.  Drivers with certain traffic violations are required by MVD or a court to attend and 
successfully complete a traffic survival school in order to avoid driver license suspension.  There are 77 
traffic survival school third parties and 58 entities are on the waiting list.  ADOT has requested 2 new 
FTE Positions in FY 2009 to remove the moratorium and eliminate the waiting list for traffic survival 
school third parties. 
 
High school driver education is administered by the Department of Education.  MVD licenses the driver 
education instructors.  There are 76 high school driver education third parties.  There is no high school 
driver education waiting list. 
 
RS/BH:ss 
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DATE:  July 11, 2007 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Steve Schimpp, Assistant Director 
 
SUBJECT: Department of Education – Review of Research Based Models of Structured English 

Immersion for English Language Learners 
 
Request 
 
Pursuant to A.R.S. § 15-756.01(F), the Arizona English Language Learners Task Force (“Task Force”) 
requests a favorable review of the draft Research Based Models of Structured English Immersion 
(“models”).  The Task Force is required to submit the models to the Committee at least 30 days before 
adopting them.   
 
Summary 
 
The Committee has at least the following 2 options regarding its review of the models: 
 
1) A favorable review.   
2) An unfavorable review.   
 
At a subsequent meeting, the Committee also will review technical budgeting and accounting documents 
developed by the Auditor General for 2 new funds created for this issue, which are the 1) Arizona 
Structured English Immersion Fund and 2) Statewide Compensatory Instruction Fund.  A review of those 
documents by both the Task Force and Committee is required by A.R.S. §15-756.04(E) and 15-756.11(F).  
The Task Force has not yet reviewed the documents.  The Committee’s review will occur thereafter.  
 
Statute does not require the Task Force to develop cost estimates for the models and information needed 
to make reliable independent estimates of those costs is not available.  As a result, cost estimates for the 
models do not currently exist.  On a related note, the FY 2008 budget does not appropriate monies to the 
Structured English Immersion Fund to fund the models.  It does, however, appropriate in FY 2008 $14.3 
million for a conditional increase in the English Learner Group B weight, $10.0 million for the English 
Learner Compensatory Instruction Fund, and approximately $5.0 million for other English Learner 
program costs.    
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The process for establishing the proposed models was instituted by Laws 2006, Chapter 4.  That law 
seeks to address ongoing litigation in the “Flores” court case regarding English Learner funding.  
 
Analysis 
 
Laws 2006, Chapter 4 established the Arizona English Language Learners Task Force and required it to 
develop and adopt research based models of “Structured English Immersion” (SEI) for use by school 
districts and charter schools (A.R.S. § 15-756.01.C).  By law, the models must conform to requirements 
specified in Chapter 4 and to the statutory definition of SEI established by Proposition 203 from the 
November 2000 General Election, which is as follows:   
 

"Sheltered English immersion" or "structured English immersion" means an English language 
acquisition process for young children in which nearly all classroom instruction is in English but 
with the curriculum and presentation designed for children who are learning the language.  Books 
and instructional materials are in English and all reading, writing, and subject matter are taught in 
English.  Although teachers may use a minimal amount of the child's native language when 
necessary, no subject matter shall be taught in any language other than English, and children in 
this program learn to read and write solely in English.  This educational methodology represents 
the standard definition of "sheltered English" or "structured English" found in educational 
literature.  (A.R.S.§15-751) 

 
The Task Force consists of 9 members, including 3 appointed by the Superintendent of Public Instruction, 
and 2 each appointed by the Governor, President of the Senate, and Speaker of the House.  In developing 
the models, the Task Force held 22 open meetings that featured extensive testimony from teachers, school 
administrators, stakeholder groups, consultants and Department of Education staff.  Initial meetings of the 
Task Force focused on a review and analysis of statutory requirements for the models.  Thereafter, it 
worked to develop principles and basic structures for them, and to fill in those structures through member 
discussion, debate, and outside input. 
 
Model Overview 
 
The draft models are summarized in Attachment 1.  That document shows that the models appear to be 
more like “standards” than “models” in that they establish basic criteria for Structured English Immersion 
programs instead of describing alternative prototypes for Structured English Immersion programs.  The 
draft models, however, do require the use of a highly detailed curriculum called the “Discrete Skills 
Inventory,” which is currently being developed.  That curriculum will help teachers teach existing state 
standards for English Learners, such as the standard that an “advanced” student will be able to 
“consistently read grade level text with at least 90% accuracy.”   
 
As shown in Attachment 1, the models consist of 3 components: 1) policy, 2) structure, and 3) classroom 
practices.  Each of these components is discussed separately below. 
 
Policy   
 
The models incorporate the following 6 policies based on statutory requirements: 1) schools are to teach 
English, 2) materials and instructions are to be in English, 3) English Language Learners (ELLs) are to be 
grouped in a Structured English Immersion setting, 4) the goal is for students to become “fluent English 
proficient” in 1 year, 5) a minimum of 4 hours of English language development is to be provided per day 
during the student’s first year as an ELL, and 6) models must be cost efficient, research based and 
compliant with all state and federal laws.  These 6 policies all reflect statutory requirements for ELL 
instruction that are prescribed in A.R.S. §§15-751, 15-752 and 15-756.01(C).   
 



- 3 - 
 

(Continued) 

Structure 
 
The models address the following 7 issues regarding how ELL programs are to be structured: 1) 
classroom content, 2) entry and exit, 3) student grouping, 4) class size standards, 5) grouping process, 6) 
scheduling and time allocations, and 7) teacher qualifications.  Model parameters for these 7 areas are 
summarized in Table 2 of Attachment 1 and, again, reflect statutory requirements in A.R.S. §§15-751, 15-
752 and 15-756.01(C). 
 
In some cases, model structures differ for elementary versus high school students.  For “scheduling and 
time allocations,” for example, they refer to “discrete time blocks” for elementary students versus 
“courses” for high school students.  This is because high school students tend to change “courses” 
throughout a school day, whereas elementary school students do not.  
 
Classroom Practices 
 
Finally, the models address the following 8 issues pertaining to classroom practices: 1) language use, 2) 
classroom objective, 3) materials and testing, 4) instructional methods, 5) assessment, 6) implementation 
training, 7) discrete skills inventory training, and 8) discrete skills inventory teaching methods training.  
Model practices for each of these areas are summarized in Table 3 of Attachment 1.  These practices also 
reflect statutory requirements.  
 
Implementation Costs 
 
As noted above, the Task Force is not required to develop cost estimates for the models.  It is required, 
however, to 1) establish procedures for determining their incremental costs, and 2) develop a form for  
schools to use in determining their maximum allowable budget request amounts from the Structured 
English Immersion Fund.  The Task Force is required to address those issues pursuant to A.R.S. §15-
756.01(H & I), but has not yet completed its work in those areas.  By law, a school district or charter 
school’s budget request from the Structured English Immersion Fund cannot exceed its incremental costs 
for implementing a model minus certain federal and state monies, such as English Learner “Group B 
weight” funding.   
 
Although cost estimates for the models are not currently available, it appears that key “cost drivers” for 
them will pertain to 1) teacher training, and 2) class size standards and student groupings, as described 
below.  
 
Teacher Training 
 
As shown in Table 3 of Attachment 1, the models require 3 types of training: 1) teachers and 
administrators who are responsible for administering ELL programs require training on policy, principles, 
structures, and classroom practices within the SEI models; 2) teachers and personnel who supervise 
instruction require training on the content of the Discrete Skills Inventory (DSI); and 3) teachers and 
personnel who supervise instruction require training on methods and strategies for teaching content of the 
DSI.  The Task Force has not yet determined the total number of hours of training required or the training 
method to be used, so it is not feasible to generate reliable estimates of model training costs at this time. 
 
On a related note, the models require ELL teachers to be “high qualified” in English, as defined by the 
federal No Child Left Behind Act of 2001.  This means that a SEI teacher must have a Bachelor’s degree, 
full state certification (except for charter school teachers) and demonstrates subject matter competency in 
English.  This requirement could substantially increase demand for highly qualified English teachers, 
which might have budget implications.  It also could disqualify some existing teachers from providing 
SEI instruction, which could result in teacher reassignment issues.  
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Class Size Standards and Student Groupings 
 
As shown under “Class Size Standards” in Table 2 of Attachment 1, the draft models set a target class size 
of 20 and maximum class size of 23 for ELLs with the lowest levels of English language proficiency 
(“preemergent” and “emergent” ELLs) and a target class size of 25 and maximum class size of 28 for 
ELLs with “basic” or “intermediate” levels of English language proficiency.  In addition, the Models state 
that “class size [for ELLs] shall not exceed the class size for non-ELLs in the school district.”  Statewide 
data on average class sizes by district do not exist, so it is unclear how the prescribed class sizes would 
compare with current class sizes.   
 
The models, however, also require students with similar levels of English language proficiency to be 
grouped together for instruction.  This could increase instructional costs if situations arose under the 
models whereby students had to be grouped into more individual classrooms than would occur currently.  
In such cases, additional teachers and classrooms would be required, increasing instructional costs.  The 
models appear to mitigate this effect by allowing students in more than one grade to be grouped together, 
as long as they have similar levels of English language proficiency.  They also allow “emergent” and 
“basic” ELLs, for example, to be grouped into the same classroom in order to provide some flexibility in 
grouping students.  The prescribed groupings, therefore, might have only a limited impact on instructional 
costs for ELLs.  Their actual impact would depend on how schools in fact grouped students under the 
models, which would be a function of factors such as teacher and classroom availability and prescribed 
budgeting practices under the models, both of which are unknown at this time.   
 
RS/SSc:ym 
Attachment 
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