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JOINT LEGISLATIVE BUDGET COMMITTEE
Friday, December 19, 2008
9:30 A.M.
Senate Appropriations, Room 109

MEETING NOTICE
Call to Order
Approva of Minutes of November 13, 2008

DIRECTOR'S REPORT (if necessary).
- Strategic Program Area Review

EXECUTIVE SESSION

A. Arizona Department of Administration, Risk Management Services - Consideration of
Proposed Settlements under Rule 14.

B. Arizona Department of Administration - Risk Management Annual Report.

C. Annua Performance Review of JLBC Staff Director.

ARIZONA DEPARTMENT OF ADMINISTRATION - Review of Emergency
Telecommunication Services Revolving Fund Expenditure Plan.

DEPARTMENT OF COMMERCE - Review of Memorandum of Understanding for the
Arizona 21st Century Fund.

ARIZONA DEPARTMENT OF REVENUE
A. Review of FY 2009 Data Center Expenditure Plan.
B. Review of FY 2009 Genera Fund Revenue Enforcement Goals.
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4. DEPARTMENT OF ENVIRONMENTAL QUALITY - Review of Water Quality Permit
Processing Times.

The Chairman reserves the right to set the order of the agenda.
12/17/08
ds

People with disabilities may request accommodations such asinter preters, alter native formats, or assistance with physical accessibility.

Requests for accommodations must be made with 72 hoursprior notice. If you require accommodations, please contact the JLBC Office
at (602) 926-5491.
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MINUTESOF THE MEETING
JOINT LEGISLATIVE BUDGET COMMITTEE

November 13, 2008
The Chairman called the meeting to order at 9:40 am., Thursday, November 13, 2008, in Senate Appropriations
Room 109. The following were present:

Members: Senator Burns, Chairman Representative Pearce, Vice-Chairman
Senator Garcia Representative Adams
Senator Harper Representative Biggs
Senator V erschoor Representative Boone
Senator Waring Representative Y arbrough
Absent; Senator Aboud Representative Cajero Bedford
Senator Aguirre Representative Lopez
Representative Rios

APPROVAL OF MINUTES

Hearing no objections from the members of the Committee to the minutes of October 2, 2008, Chairman Burns
stated that the minutes would be approved.

ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS) - Review of Proposed Acute
Careand ALTCS Capitation Rate Changes.

Ms. Amy Upston, JLBC Staff, stated thisitem is areview of the capitation rates for AHCCCS' Acute Care and
Long Term Care programs. Using budgeted caseload growth, JLBC Staff expects that these 2 programs will cost
the General Fund approximately $27 million more than what was budgeted for the programs. The Committee has
at least 2 options. 1) afavorable review since the proposed rates are a combination of actuarial inflation
adjustments and legislatively authorized policy changes, or 2) an unfavorable review since the proposed rates are
higher than the budgeted amount.

Mr. Tom Betlach, Deputy Director, AHCCCS, responded to member questions.

The Committee requested information on how much money is spent on transporting patients for non-emergencies.
They would also like to know the federal requirements for transporting these patients.

Representative Pear ce moved that the Committee give a favorable review of the proposed changes of the Acute Care
and Long Term Care programs as the proposed rates are a combination of actuarial inflation adjustments and
legidatively authorized policy changes. These policy changes may need to be reconsidered in the future. The
motion carried.

(Continued)
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JLBC STAFF - Consider Approval of Index for School Facilities Board Construction Costs.

Ms. Leatta McLaughlin, JLBC Staff, stated that thisitem is an approval of the cost index for the School Facilities
Board (SFB) new school construction and building renewal formulaamounts. Statute requires the Committee to at
least annually adopt an inflation adjustment for these 2 formula amounts.

Mr. Dean Gray, Deputy Director, Facilities, School Facilities Board, responded to member questions.

Representative Pear ce moved that the Committee approve a 1.98% increase in the cost-per-square-foot factors
excluding the implementation of FDK capital costs. The motion carried.

ARIZONA BOARD OF REGENTS - Review of FY 2009 Tuition Revenues.

Ms. Leah Kritzer, JLBC Staff, stated that thisitem is Arizona Board of Regents (ABOR) report on tuition
revenues for FY 2009. Every year the universities are required by statute to estimate tuition collections for the
next year using the current year’ s tuition rate. The FY 2009 appropriated tuition collections were estimated using
FY 2008 tuition rates; therefore, the FY 2009 systemwide tuition increases were not reflected in the original
appropriated amount. The Committee has at least the following 2 options. 1) afavorable review, or 2) an
unfavorable review, as additional tuition revenues may be needed to offset any university reductions to reduce the
FY 2009 budget shortfall.

Ms. Sandra Woodley, Chief Financial Officer, ABOR, responded to member questions.

Representative Pearce moved that the Committee give an unfavorable review to ABOR' s expenditure plan for
tuition revenue amounts greater than the amounts appropriated by the Legislature and all retained tuition and fee
revenue expenditure for the current fiscal year. The motion carried.

STATE COMPENSATION FUND - Consider Approval of Calendar Year 2009 and 2010 Budgets.

Ms. Caitlin Acker, JLBC Staff, stated that the State Compensation Fund (SCF) budget is $142.1 million for
Calendar Year (CY) 2009 and $146.4 million for CY 2010. Currently, statute requires Committee approval of
this budget. The Committee has at least 2 options: 1) approve the submitted budget, or 2) take no action.

Mr. Brent Nelson, Chief Financial Officer, State Compensation Fund responded to member questions.

Mr. Rick DeGraw, Senior Vice President, State Compensation Fund, responded to member questions.

Representative Pearce moved that the Committee take no action on SCF’s CY 2009 and CY 2010 Budgets. The
motion carried.

Without objection, the meeting adjourned at 10:52 a.m.

Respectfully submitted:

Sandy Schumacher, Secretary

Richard Stavneak, Director

Senator Bob Burns, 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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DATE: December 12, 2008
TO: Senator Bob Burns, Chairman
Members, Joint Legislative Budget Committee
THRU: Richard Stavneak, Director
FROM: Dan Hunting, Fiscal Analyst

SUBJECT: Arizona Department of Adminigtration - Review of Emergency Telecommunication Services
Revolving Fund Expenditure Plan

Request

Laws 1998, Chapter 6, 4™ Special Session requires the Arizona Department of Administration (ADOA) to
submit the wirel ess services portion of its Emergency Telecommunications Services Revolving Fund (ETSF)
expenditure plan to the Committee for review. ADOA oversees and provides support to the communities of
the state as they enhance their 911 emergency telecommunications systems. In practice, the department
submits its compl ete expenditure plan annually, athough expenditures on wire services are not subject to
Committee review.

Recommendation

The Committee has at |east the following 2 options:

1. A favorablereview of the $7.5 million wireless portion of the ETSF expenditure plan.

2. Anunfavorablereview.

InFY 2009, ADOA expects to distribute $28.8 million from the ETSF. However, based on past expenditure
patterns this estimate could be high, as over the past 4 years average expenditures averaged $19.0 million. Of

the $28.8 million, $20.8 million isfor wire services, $7.5 million isfor wirdess services, and $0.5 million is
for administrative and management costs.

Analysis
ADOA workswith county/city 911 administrators to distribute monies from ETSF for FCC-compliant

telecommuni cations equipment, software, carrier services, and maintenance. The counties and citiesare
responsible for implementing the improvements to their 911 system. ADOA isresponsiblefor providing

(Continued)












Arizona Department of Revenue

Rev Net of Duplicati
For FY2008 GENERAL FUND ENFORCEMENT REPORT 4 QTR FYOB
Month of June, 2008

Month of Month of Month of Month of % %
June, 2008 June, 2008 June, 2008 June, 2008 YTD ¥YTD YTD YTD ¥TD Objective Objective

SOURCE OF REVENUE Actual Actual GF Objective Objective GF Actual Actual GF Objecti Objective GF Reached Reached
GROSS REVENUE
Callections $ 19,934,969 $ 13,864,771 § 25416667 $ 17,677,292 §$ 275,528,300 $ 191,629,933 § 305,000,000 $ 212,127,500 90.34% 90.34%
Individual Income Tax Audit $ 1,583,852 $ 1,583,852 § 916,666 $ 916,666 $ 17,381,777 $ 17,381,777 $ 11,000,000 $ 11,000,000 158.02% 158.02%
Corporate Audit $ 3315624 % 3,315,624 $ 2,250,000 $ 2,250,000 $ 31,017,967 $ 31,017,967 § 27,000,000 $ 27,000,000 114.88% 114.88%
Transaction Privilege Tax Audit $ 2,611,506 $ 1,551,235 § 2,250,000 % 1,336,500 $ 41474961 $ 24,636,127 $ 27,000,000 $ 16,038,000 153.61% 153.61%
License Compliance $ 3219668 $ 2,239,279 § 4,166,667 § 2897917 §$ 48439011 $ 33689332 § 50,000,000 $ 34,775,000 96.88% 96.88%
Special Taxes:  Nexus $ 4441074 S 2,637,998 $ 2,250,000 $ 1,336,500 § 40418553 §$ 24,008620 § 27,000,000 $ 16,038,000 149.70% 149.70%

Discovery 5 749323 § 445098 $ 266,667 $ 158,400 $§ 3,795998 § 2,254,823 § 3,200,000 $ 1,900,800 118.62% 118.62%

Luxury Tax $ 1,507,179 § 895,264 $ 83,333 § 49500 $§ 1735113 $ 1,030657 $ 1,000,000 $ 594,000 173.51% 173.51%
Accounts Receivable 3 9,091,104 3 6,322,863 § 7512500 % 5224944 $ 117918382 § 82012235 § 90,150,000 $ 62699325 130.80% 130.80%
SUBTOTAL $ 46,454,209 § 32,855984 $  45112,500 $ 31,847,719 $ 577,710,062 $ 407,661,471 § 541,350,000 $ 382,172,625 106.72%  106.67%
Less: Duplications:

Collections s - 5 - $ - % = % - 8 - % - -

Individual S 1,121,933 % 1,121,933 § 355,236 $ 355236 § 7811518 § 7811518 § 4262832 $ 4,262,832 183.25% 183.25%

Corporate $ 20,713 % 20713 § 26,550 $ 26550 $ 1427467 § 1427467 $ 318,600 $ 318,600 448.04% 448.04%

TPT $ 426,040 $ 253,068 $ 449325 $ 266,899 § 6574210 $ 3905081 $ 5391900 $ 3,202,789 121.93% 121.93%

License Compiiance $ 428215 § 254,360 $ 554,166 $ 329,175 § 5480174 $ 3255223 $ 6,649,992 $ 3,950,095 82.41% 82.41%

Nexus $ - $ & % =% -5 i - % - 8 e

Discovery $ = $ i $ = $ - % - $ - $ - % -

Luxury Tax 3 - % - i - % - $ - % - % . -

Accounts Receivable 3 i = & - 8§ = $ - % - $ - 5 s

SUBTOTAL $ 1,996,901 § 1,650,073 $ 1,385,277 § 977,860 $ 21,293,369 $ 16,399,289 § 16,623,324 § 11,734,316 128.09% 139.75%

REVENUE NET OF DUPLICATIONS
Collections $ 19,934969 $§ 13,864,771 § 25416667 § 17,677,292 § 275,528,300 $ 191,629,933 $§ 305,000,000 $ 212,127,500 90.34% 90.34%
Individual Income Tax Audit $ 461,919 $ 461919 $§ 561,430 $ 561,430 $§ 9570259 § 9570259 $§ 6,737,160 $ 6,737,160 142.05% 142.05%
Corporate Audit $ 3294911 § 3294911 % 2,223,450 $ 2223450 $ 29,590,500 $ 29,590,500 § 26,681,400 $ 26,681,400 110.90% 110.90%
Transaction Privilege Tax Audit 3 2,185,466 $ 1,298,167 § 1,800,675 $ 1,069,601 § 34,900,751 § 20,731,046 $ 21608100 $ 12,835211 161.52% 161.52%
License Compliance $ 2,791,453 $ 1,941,456 § 3,612,501 $ 2512494 § 42958837 $ 29,877,871 § 43350012 §$ 30,149,933 99.10% 99.10%
Special Taxes,  Nexus $ 4441074 § 2,637,998 $ 2,250,000 $% 1,336,500 $ 40,418,553 § 24,008620 $ 27,000,000 $ 16,038,000 149.70% 149.70%

Discavery 3 749323 § 445,098 $ 266,667 $ 158400 $ 3795998 § 2254823 § 3,200,000 $ 1,900,800 118.62% 118.62%

Luxury Tax $ 1,507,179 § 895,264 $ 83,333 § 49500 § 1735113 $ 1,030,657 $ 1,000,000 $ 594,000 173.51% 173.51%
Accounts Receivable $ 9,091,104 § 6,322,863 $ 7,512,500 § 5224944 § 117918382 § 82012235 $ 90,150,000 $ 62,699,325 130.80% 130.80%
TOTAL COLLECTION REVENUE $ 44457398 § 31,162,446 $ 43,727,223 § 30,813,611 § 556,416,685 $ 390,705,944 § 524,726,672 $ 369,763,330 106.04% 105.66%
[TOTAL REVENUE $ 44,457,398 §$ 31,162,446 $ 43,727,223 §$ 30,813,611 _$ 556,416,685 $ 390,705,944 §$ 524,726,672 $ 369,763,330 106.04% 105.66%

Fv2008 Enforcement Break Outs - JUNE YEAR END FY2008 Report

120t 12
Prepared by Nick Buta

122008 5:12 AM
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DATE: December 18, 2008

TO: Senator Bob Burns, Chairman
Members, Joint Legislative Budget Committee

THRU: Richard Stavneak, Director

FROM: Dan Hunting, Fiscal Analyst

SUBJECT: Department of Environmental Quality - Review of Water Quality Permit Processing
Times

Request

Pursuant to a General Appropriation Act footnote (Laws 2007, Chapter 255), the Department of
Environmental Quality (DEQ) has submitted for review areport documenting water quality permit
processing times for FY 2008 and projected estimates for FY 20009.

Recommendation

The Committee has at |east the following options:

1. A favorablereview of the request.
2. Anunfavorable review of the request.

Analysis

Laws 2007, Chapter 255, required DEQ to submit a report on water quality permit processing times for
FY 2008 and projected totals for FY 2009. This report was aso required to include the total number of
staff hours and total costs to process water quality permits, and the progress made in reducing permit
processing times. In FY 2009, DEQ’'s Water programs were appropriated atotal of $12.5 million, an
amount unchanged from FY 2008.

FY 2008
In FY 2008, the department received atotal of 2,127 water quality permit applications, a decrease of

(27)% from FY 2007. Of 45 permit types listed, on average DEQ met the Licensing Timeframe (LTF) for

al but 2 permit types. These 2 permit types are for individual Aquifer Protection Permits requiring a

public hearing. The 3 permitsissued in these 2 categories exceeded the alowed timeframe by an average

(Continued)





