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To the Honorable Members of the
Forty-Seventh Arizona Legislature:

In the context of budget creation, governing is largely about making good choices. Three
years ago, when depressed revenues presented us with a projected billion-dollar deficit, the Ex-
ecutive and Legislative branches had a choice between raising taxes or implementing temporary
fiscal measures. Guided by the belief that good times would soon return, we chose the latter, and
history has validated our decision.

As | write to you today, our vibrant, fully recovered economy and three years of fiscal
sacrifice and discipline at the State level give us a precious opportunity to pay off some of the
fiscal bridges, to invest in education, to care for Arizona’s children, and to make larger deposits
to State government’s Budget Stabilization Fund.

The Executive Budget Recommendation for Fiscal Year 2007 reflects a balanced ap-
proach. It emphasizes strategic tax relief and economic incentives that offer enduring benefits to
taxpayers and to the state at large. It also modernizes State assets and strengthens vital programs
that, during the last three years, bore the brunt of our fiscal austerity. In short, we should make
the coming fiscal year a time for continuing to keep our house in order as we pour the foundation
for long-term excellence in our essential and critical service areas.

The most effective and beneficial forms of tax relief at this time must be targeted toward
helping Arizona families meet the rising costs of daily life and reward businesses that contribute
to their employees’ quality of life. To help ensure that working Arizonans have access to health
care, | propose that the State offer an income tax credit to small businesses that have two to 24
employees and provide employee health insurance. To help parents send their students back to
school in the fall, and to stimulate customer traffic for many Arizona retailers, 1 am proposing a
three-day sales tax holiday during which State sales tax will not apply to the purchase of school
supplies, clothing, and the first $1,000 of computer equipment. To give families relief from the
cost of their cars and trucks, | propose that we cut Arizona’s vehicle license tax and, as an added
incentive, we cut it in a way that rewards drivers who choose to conserve gasoline. And to en-
courage innovation by Arizona businesses, | am recommending that we expand the existing
credit for research and development of new products, systems and technologies.

The spending priorities contained in the Executive Recommendation reflect, in large part,
a strong focus on three critical areas that directly impact the present and future: public safety,
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education, and health care. In addition, our objectives should include repaying fund transfers that
were part of prior years’ temporary fiscal measures. Specific recommendations consist of $95.5
million to repay half of the K-12 rollover; $118 million to fully pay back the Vehicle License
Tax Fund; and $40 million as a partial repayment to the Highway User Revenue Fund. We will
also increase our savings by putting an additional $180 million in the State’s rainy day fund.

With respect to public safety, this budget provides a $100 million initiative aimed at
securing our border with Mexico, suppressing the entry and trafficking of illegal aliens into our
state, preventing the importing of hazardous waste, and upgrading our crime lab resources in
southern Arizona. To make our adult prisons safer for correctional officers and the public, we
will make substantial progress toward implementing the system-wide reforms recommended by
the Blue Ribbon Panel that investigated the 2004 hostage situation at the Lewis Complex. We
also work toward ensuring that not one abused woman is turned away from a shelter or denied a
place of safety. And, as part of our anti-drug efforts, we will take decisive action to halt the
manufacture and distribution of methamphetamines and to deal harshly with the perpetrators of
the meth epidemic that threatens every Arizonan.

No use of State funds provides a greater return than investing in our public education sys-
tem. At every level, education funding must focus on the classroom. The Executive
Recommendation provides for a pay hike for every teacher and a statewide increase in the base
salary, in fair exchange for our heightened expectations for student performance, and it lays the
groundwork for a progressive program of professional development for teachers in order to keep
our best teachers in the classroom. Two years ago we made a laudable start in implementing
voluntary all-day kindergarten, and now we must make that popular and valuable program avail-
able to all parents who want it for their children. Arizona’s universities continue to achieve
national and international prominence, and we must continue to focus on attracting and retaining
top faculty in order to benefit from the economic and intellectual assets that accompany them.
We can further help our universities achieve their mission by providing performance incentives
on such criteria as graduation rates and degrees awarded. And as the academic climate on our
campuses evolves, we must make it more accessible to Arizona students who require financial
assistance.

One of State Government’s most essential functions is to care for our most disadvantaged
citizens of all ages. For children, the first months of life are crucial in terms of their overall well-
being and development, and the Executive Recommendation provides additional resources for
the Newborn Screening Program. As our economy grows, one of the consequences is the often
fragile transition of parents from dependency to employment; during this time, childcare subsi-
dies are crucial, and we must be prepared to meet that need. For children who are permanently
separated from their parents, additional funding is required to meet adoption caseload growth and
to assist the adoptive parents of more than 9,200 children each month. Finally, approximately
184,000 Arizona children live in households at or below 200% of the federal poverty level and
are not covered by health insurance; additional funding for the KidsCare Children’s Health Care
Program will provide coverage for those children.

To meet the care needs of adults, the Executive Recommendation advocates a health care
premium subsidy for workers earning below 200% of the federal poverty level to help them
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afford their share of employer health care premiums. This budget also provides necessary fund-
ing for Breast and Cervical Cancer Treatment and for adult community services and independent
living support programs. To help recruit and retain Arizona physicians, the Executive Recom-
mendation strengthens medical student loan and scholarship programs that encourage physicians
to set up their medical practices in underserved areas or to meet the needs of underserved popula-
tions. These actions build on the commitment we made last year to begin funding a medical
school in Phoenix. Finally, the risks and sacrifices that military veterans have made on behalf of
our nation warrant our unfading appreciation and our commitment to accommaodate their unique
needs. In Fiscal Year 2007 we will fund the startup cost of building a State veterans home in
southern Arizona, increase the Veteran Benefit Counselor staff, and restore money to the Veteran
Cemetery Fund for a cemetery in northern Arizona.

Most of these programs and initiatives carry a significant investment. In many instances,
the investment is greater today because State government was unable or unwilling to pay the bill
when it first came due. But today, for the first time since most of us first took our oath of office,
Arizona’s robust economy and the State’s favorable fiscal condition present us with an uncom-
mon and enviable opportunity to catch up with our obligations and to bring our equipment,
buildings, programs and services up to date.

The packages included in this budget reflect the Executive’s singular focus on making
our state and our citizens safer, stronger and even more prosperous than ever before. Working
together during this Legislative session, we can achieve this goal and continue to move Arizona
forward. Let’s do it.

Very truly yours,

Janet Napolitano
Governor

JN/neh






TABLE OF CONTENTS

BUDGET HIGHLIGHTS .......c.ocoooviiiiiieeeeeeeceeeteeeeeeeeeeeeveenne 1

AGENCY OPERATING BUDGET DETAIL

Assumptions and Methodology ..........cccceveiiriiiiniciiniiniinnnes 7
ANNUAL BUDGET UNITS
Administration, Arizona Department of .............ccccccevvnins 11
Arizona State University — Polytechnic.......c..ccooorierinnn.. 14
Arizona State University — Tempe .........cccocovviiinnnnnnnn, 15
Arizona State University — West .........ccccoeuevivnciinnnnnnes 17
Attorney General, Department of Law..........ccccovvininininnnns 18
Auditor General...........ccooiiiiiiiiiii 20
Commerce, Department of ...........cccoooeiiiiiiicniccec, 21
Community Colleges, Arizona ..........cccoveevvvriviceeneiiinicnenenns 23
Corporation COMMISSION.......c.cuveuevevriieiereiicciereeceererenaes 24
Corrections, Department of.............cccccceiiiiiiininnininns 25
Deaf and Blind, State Schools for the...........cc.cceeeerieiecvenen. 28
Dispensing Opticians, State Board of ............cccccoevuvininnnnnnes 29
Economic Security, Department of ..........ccccoovvcininininnnnnnes 30
Education, Department of ............ccccccceiiiiiiinis 35
Emergency and Military Affairs, Department of ................. 40
Environmental Quality, Department of ...........c..ccoeeenenn.. 41
Equalization, State Board of .........cccccooviiniininciniccnes 43
Financial Institutions, State Department of .............ccccc...... 44
Governor’s Office ........ccouveevevniicieieices 46
Health Care Cost Containment System, Arizona................. 47
Health Services, Department of ..........cccccocoeuvviniiiinicnnnnnes 52
House of Representatives...........ccccocovuvivicrcreininiccreinnicennnes 58
Joint Legislative Budget Committee .........cccocoevvevivnirnnnnnes 59
JUdiciary ..o 60
Juvenile Corrections, Department of ...........c.ccoooeevriicinicnnnes 61
Land, State Department...........cccocoevuviiininiininiiceiieenenes 63
Legislative Council..........ccccoeuvvviiinininiiccicccccnes 65
Library, Archives, and Public Records, Arizona State ........ 66
Medical Student Loans, Board of ...........cccccoeveiecieeieeienenn, 67
Navigable Stream Adjudication Commission ............c......... 68
Northern Arizona University .........ccocovvvviicciincnncncnnnnes 69
Postsecondary Education, Commission for...........c.cccceuune. 71
Public Safety, Department of ............ccccccoiiiiiiiniiinnns 72
Regents, Arizona Board of .........c.ccoouoeiiiiiiiicc 76
Retirement System, Arizona State ...........cccoeevevviiviiininininnn, 77
Revenue, Department of............cccoooeueviivninniceiceen 78
School Facilities Board.........c.cccoooeeievniicinniiiicieiccie 80
Secretary of State, Department of State...........ccccocrverurnnnne. 82
SENALE ..ottt 84
Strategic Planning and Budgeting,
Governor’s Office Of .......ccccovruiiiiiiiiicccece

Tourism, OffiCe Of ....c.ooovieieeeeeeteeeeeeeeete et
Transportation, Department of....
Treasurer, State. ... iuieeeie e

University of Arizona — Health Sciences Center .................. 91
University of Arizona — Main Campus ..........cccccevviviniiiinnns 92
Water Resources, Department of............cccccoviiiiiiiinnnns 94

Weights and Measures, Department of ............c.cccooeeuueen.. 96

BIENNIAL BUDGET UNITS
FY 2007 Appropriations SUMmary ..........cccceeeeivivinininininnnnnns 97
Charter Schools, State Board of ........c.coovvevvvevievveeeeeceeeeene 103
Game and Fish, Department of ............ccocoooviiinnnnnns 103
Government Information Technology Agency ................. 103
Liquor Licenses and Control, Department of ...... ....103
Lottery Commission, Arizona State................... ....103
Parks Board, State........ ..103
Pioneers’ Home, State.......c.coveeveeiieciieciiecieecieccieeeeeeee e 103
Radiation Regulatory Agency, Arizona ............ccccecueueunnes 104
Real Estate, Department of.............ccooemiieiiiciicicce, 104
Veterans’ Services, Department of ............ccccovvevvirninrnncnne. 104
EFFICIENCY REVIEW
Efficiency Review Agency Detail .........cccoouvvvirriiviiinnnnnnes 107
BUDGET REFORM
Budget Reform.........cccccceiiiiiiiiiiiiccc 137
Program Budgeting Migration Schedule................c............ 140
FUND BALANCE
Overview and Table of Contents...........ccccovireiiiininnnnnnnes 141
Fund Balances and Descriptions ..........cccccovvireieviiicinnennes 148
APPENDICES
Table 1: Comparative Balance Sheet.............cccceviiinininns 223
Table 2: Revenue Detail — General Fund............ccccccecvuneenee 224
Table 3: Revenue Detail — Other Appropriated Funds......228
Table 4: Summary of Actual FY 2005
Expenditures by Object ...........ccccccovviiiininnniniiiiiicee, 232
Table 5: Summary of FY 2006 Appropriations
by Object .....ouoviiiiiii 248
Table 6: Summary of FY 2007 Agency Requests
DY ObJECt ....oovviiiiiciiictcc s 264
Table 7: Summary of FY 2007 Appropriations
DY ObJeCt ... 280
Table 8: Summary of FY 2007 Executive
Recommendations by Object.........cccccereiiiiiiciriininnnes

Arizona State Government Organizational Chart...
Resource Directory..........ccocovvveiiiieiniiiiiiiecciccececcnne

GLOSSARY

Budget Terms
ACTONYINS ..ottt

ACKNOWLEDGEMENT






BUDGET HIGHLIGHTS

The impact of the State budget

For stakeholders who are directly impacted by State services and programs, how the Executive and

Legislative branches allocate resources transcends mere public policy

What the Executive Budget Does for ...
CHILDREN

WE KNOW THAT the first years of a
child’s life are critical to his or her de-
velopment. Disruptions during this
formative period can have serious, long-
term effects.

The Executive Recommendation
provides funding for Arizona’s children
from the time they are born, by screen-
ing and treating possible afflictions that
might hinder the child’s development.
Additionally, children will receive criti-
cal supports such as insurance, vaccines,
childcare and, when necessary, interven-
tion by Child Protective Services. The
Executive’s goal of providing a safe
environment for children ensures that
children removed from unhealthy envi-
ronments will find safe alternative per-
manency options via adoption, foster
care, or permanent guardianships.

Key highlights of the budget for
children include additional funding of:

e $4.6 million for KidsCare Out-

reach, to reach young, needy chil-

dren and provide them with

proper medical insurance;

$2.5 million for Arizona Families
First, an expedited substance
abuse treatment program that al-
lows parents to receive services
while their children remain safely
in their homes;

$18.7 million to reduce the number
of children in congregate care and
to keep intact and reunite families;

$4.5 million for Adoptions Services
caseload growth;

$2.7 million for Permanent
Guardianship subsidies, perma-
nency options where the guardian

FY 2007 Executive Budget

does not want to sever the paren-
tal rights of the birth parent;

e $7.9 million for Child Care Subsi-
dies that allow low-income par-
ents to work;

e $7.9 million to increase market
provider payments to the 2000
market rate, up from 1998 rates;
and

e $2.2 million for newborn screen-
ing, which will identify congenital
defects and developmental chal-
lenges immediately after birth.

What the Executive Budget Does for ...
EDUCATION

ARIZONA’S CHILDREN DESERVE the re-
sources and opportunities to compete in
today’s global economy. As we increase
expectations of our students, we must
offer quality teachers to instruct them.
Teachers do the heavy lifting and de-
serve to be compensated at the level of
other comparable professionals.

The pay disparity between teachers
and other professions puts schools and
students at a disadvantage in attracting
people to the profession. In addition,
those districts able to pay more are able
to recruit and retain the most qualified
teachers, further increasing the dispari-
ties with poor, small, and rural districts.

The Executive Recommendation
continues to demonstrate its commit-
ment to education by establishing a
Statewide minimum teacher salary, and
increasing the base salary level of all
teachers and creating performance pay
structures. Additionally, the Executive
Recommendation continues to increase
educational opportunities by expanding
Voluntary Full Day Kindergarten to all
school districts and fully funding Eng-

lish language learning programs. High-
lights include:
o full funding for the K-12 and
Community Colleges formulae;
e an additional $105.4 million to ex-
pand Voluntary Full Day Kinder-
garten to all school districts;

e compliance with court orders for
English language learners by in-
creasing funding by $45.2 million;

increased funding for the Gifted
Support Program by $528,900 in
order to fully fund the statutory
formula;

a $45.7 million teacher pay pack-
age to raise the teacher minimum
base annual salary to $30,000 and
provide all teachers with a pay in-
crease;

a $45 million pay increase to hold
teachers harmless from increased
retirement contributions;

an additional $2.5 million for dis-
tricts to plan and develop criteria
for statewide pay-for-performance
programs, master teacher pro-
grams and professional develop-
ment programs; and

an additional $4 million for grants
to integrate technology in the
classroom, improve parent out-
reach and communication, support
innovative math and science liter-
acy programs, and institute best
practices for small schools.

What the Executive Budget Does for ...
LAW ENFORCEMENT

EVERY DAY, THOUSANDS of law enforce-
ment officers around the state risk their
lives to protect our citizens and visitors.
However, many Arizona law enforce-



ment agencies experience high levels of
turnover, high levels of vacant positions,
and difficulty attracting new recruits.

To more adequately compensate law
enforcement officers and to attract more
recruits to the law enforcement field, the
Executive Recommendation provides for
pay increases over and above those to be
offered across the board to all State em-
ployees. It also provides additional re-
sources to give officers the tools and
support they need to perform their jobs
effectively. The Executive Recommen-
dation provides an additional:

e $44.7 million for salary increases
for law enforcement personnel
within the Department of Correc-
tions, Department of Public Safety,
and Department of Juvenile Cor-
rections; this funding is in addition
to the Statewide salary increase for
state workers;

$11.9 million to the Department of
Public Safety for equipment, such
as body armor, police patrol video
cameras, medical equipment for
patrol units, ballistic helmets, and
traffic vests; new Highway Patrol
vehicles; a new Highway Patrol
helicopter for use in traffic en-
forcement and rescue operations
to replace a 21-year old Bell 2061
helicopter; mobile data computers
for patrol vehicles to allow officers
to access criminal justice informa-
tion from remote locations; re-
placement equipment for DPS
crime labs to strengthen scientific
analysis of evidence submitted by
law enforcement officers for
criminal cases; and state-of-the-art
upgrades to the Arizona Auto-
mated Fingerprint Identification
System;

$9.7 million for border security
personnel, including two addi-
tional Gang Intelligence Team En-
forcement Mission (GITEM)
squads dedicated to human traf-
ficking and one domestic terrorism
squad; additional expenditures in-
clude $596,000 for a missing per-
sons database, $1.9 million to
upgrade the Statewide Microwave
Radio System, and $1.4 million for
costs related to continuation of ve-
hicle theft in southern Arizona;

¢ $1.4 million for positions in DPS
operational units, including ad-
ministrative support positions to
help free up officer time otherwise
spent doing administrative tasks
so that officers can focus on pa-
trols; crime lab positions to ensure
that the work done by officers
helps bring criminals to justice;
and 9-1-1 call takers to help the
communications division of DPS
safely and effectively deploy law
enforcement officers when there is
a call for service;

$2 million to replace aging De-
partment of Corrections equip-
ment; and

$1.5 million to replace 33 old vans
and to add 17 vans to the Depart-
ment of Corrections vanpool fleet.

What the Executive Budget Does for ...
COLLEGE STUDENTS

FOR ARIZONA TO achieve worldwide
recognition as a center of North Ameri-
can trade and commerce, its higher edu-
cation system must be able to produce a
first-class workforce.

Training and retention of university
graduates within Arizona is, therefore,
critical for the state’s future success.
Arizona must strive to maintain univer-
sity access to all students within the
state while improving the quality of
education.

The Executive Recommendation
seeks to improve access to and the qual-
ity of university education by:

e raising the State match for finan-
cial aid to 2:1, increasing the
State’s contribution to student aid
from $2.2 million to $9.1 million to
help more Arizonans afford a col-
lege degree and minimize tuition;

supporting student enrollment
growth at all state universities by
fully funding the growth formula;

fully funding growth for commu-
nity colleges;

making available $5.4 million for
universities as an incentive to

graduate students on time and in
targeted occupations where there
is a clear demand for more work-
ers, such as teaching, engineering

and nursing (this new perform-
ance formula ensures that univer-
sities are rewarded for improving
the rate of graduation and the
numbers of students graduating);

providing additional funding of
$2.9 million to expand the Univer-
sity of Arizona’s pharmacy pro-
gram to allow 20% more students
to enroll and add a new program
to address the critical shortage of
pharmacists in Arizona;

$1 million for Northern Arizona
University to increase counseling
for students to improve retention
rates during the first and second
years of college; and

$2 million in funding for NAU to
enhance relationships with com-
munity colleges throughout Ari-
zona to provide greater access and
options for students seeking a col-
lege degree, particularly in high-
demand occupations such as allied
health professions, law enforce-
ment and medical imaging.

What the Executive Budget Does for ...
HEALTHCARE

ARIZONA CONTINUES TO be a national
leader in the efficient provision of health
services to the medically needy and low-
income populations.

However, with a growing popula-
tion and birth rate, coupled with ongo-
ing medical inflation, health care
spending will grow in FY 2007, and the
value of prevention cannot be over-
stated. Providing consistent, commu-
nity-based primary care prevents long-
term disorders and diverts people from
more expensive forms of treatment.
Additionally, investment in physician
recruitment and retention, medical edu-
cation, substance abuse treatment, new-
born/infant health, and vaccines will
result in long-term dividends.

Highlights include an additional:

e $4 million to ensure that each hos-
pital receives all funding available
for graduate medical education;

¢ $1 million to implement the Re-
cruiting Arizona Physicians Office,
to assist physicians in establishing

Budget Highlights



rural medical practices and/or join
existing group practices;

$6.1 million in premium subsidies
for small businesses that provide
health insurance for their lower-
wage employees;

$4.9 million for Medicare Part-D
co-pays for physical and mental
health medications, to ensure that
elderly low-income persons con-
tinue to receive medication;

$2.5 million for growth in the
HIFA Parents program;

$52.6 million for growth in the
Arizona Long-Term Care System,
which provides home and com-
munity-based health services to
Arizona’s elderly and low-income
disabled populations;

$22 million for an increase in the
developmentally disabled popula-
tion receiving long-term care ser-
vices;

$1.2 million for methamphetamine
treatment in rural communities
and non-urban tribes; and

$8.6 million for the purchase of
vaccines for children and for first
time, high-risk, low-income adults.

What the Executive Budget Does for ...
SENIORS

ARIZONA HAS LONG been a choice desti-
nation for individuals reaching retire-
ment age. Coupled with a growing
segment of aging adults within the state,
the senior population age 65 and over is
increasing relative to other population
age groups. Nationwide, the first wave
of Baby Boomers — over 78 million of
them — will reach age 60 this year.

Seniors remain positive contributors
to Arizona’s economy well beyond re-
tirement age and are living longer than
ever thanks to advancements in health,
wellness and medical science. While a
vibrant senior population has emerged
in Arizona, many individuals within
this population group also remain at
risk for chronic disabilities, economic
fraud and reduced economic means.

The Executive Recommendation
provides an additional:

FY 2007 Executive Budget

e $8.6 million to expand community
services and independent living
supports, including training of di-
rect care workers, so that at-risk
seniors can continue to live and
function within the community;?

$1.5 million for protection of the
elderly and physically disabled so
that the Department of Economic
Security can investigate 100% of
reported cases of abuse, neglect,
exploitation, and abandonment of
vulnerable seniors;

$500,000 for assistance with utility
bills for needy households;

$1.4 million of the aforementioned
$8.6 million for vaccines to fight
pneumonia and diseases of the
lungs in adults; and

$1.9 million for development of
Arizona’s 2-1-1 telephone service,
which links individuals to State
services and assistance.

What the Executive Budget Does for ...
WOMEN

IN ALL STATES, women face unique chal-
lenges. In Arizona, domestic violence
shelters experience a high turn-away
rate that must be reversed. More women
will also seek treatment for breast and
cervical cancer in FY 2007. And preg-
nant women must also receive health
services to ensure a safe birth.

The Executive Recommendation for
FY 2007 addresses these and other initia-
tives for the benefit of women, including
an additional:

e $2.8 million to fund 243 domestic
violence shelter beds, as the first of
four steps to eliminate the unmet
need for shelter space;

e $145,600 to fund the continued
growth of the Breast and Cervical
Cancer Treatment program;

¢ $1.9 million for the High Risk
Perinatal program, which will al-

1 Of the recommended $8.6 million, $3.2 million
is designated for senior agencies throughout
Arizona to help seniors make informed deci-
sions about their care, including options under
the Medicare prescription drug benefit and for
the necessary community infrastructure to
support the state’s growing aging population.

low caseworkers to visit high-risk
families four times a year; and

e $332,700 and 3.0 full-time equiva-
lent (FTE) positions for the Sex Of-
fender Monitoring Unit to conduct
sex offender verifications on an
annual basis and to assist in track-
ing down sex offender absconders.

What the Executive Budget Does for ...

BORDER SECURITY AND
IMMIGRATION

ONE OF THE critical issues facing Ari-
zona is illegal immigration. Individuals
who cross the border illegally risk seri-
ous danger to themselves and strain
public and private health and social
support systems. The result is often loss
of life and additional taxpayer costs.

Unfortunately, much of the traffick-
ing of illegal immigrants is organized
and encouraged by human smugglers or
“coyotes” who profit at the expense of
the immigrants without concern for
their health and welfare. Securing our
border is a federal responsibility. None-
theless, the human trafficking trade
through Arizona results in state crimes
negatively impacting our quality of life.

The Executive Recommendation in-
cludes a $100 million Border Security
and Immigration Package targeted at
increasing the capabilities of State and
local law enforcement agencies to stop
illegal immigration. Key components
include:

¢ $13.1 million to the Department of
Public Safety for county, local and
tribal agencies in the four Arizona
counties that share a border with
Mexico (the funding includes $8
million for border security and
technology and $5.1 million for the
Border City Cops program);

$10 million of new funds to assist
local, county and tribal law en-
forcement agencies in paying for
overtime for law enforcement offi-
cers, first responder costs, extraor-
dinary expenses for the medical
examiner, and county jail costs;

$14.3 million for construction of a
crime lab for southern Arizona to
assist in the prosecution of border-
related crimes;



¢ $9.7 million for border patrol ef-
forts within DPS, including a do-
mestic terrorism squad, two
additional Gang Intelligence Team
Enforcement Mission (GITEM)
squads and two squads dedicated
to human trafficking (additional
expenditures include $596,000 for
a missing persons database, $1.9
million to upgrade the Statewide
Microwave Radio System, and $1.4
million for vehicle theft details or
interdiction in southern Arizona);

¢ $1.3 million to allow the Attorney
General to prosecute crimes re-
lated to illegal immigration, in-
cluding human trafficking, drug
trafficking, and employment and
other identity fraud;

$730,000 for inmate work crews to
perform debris and trash cleanup

and brush clearing along the bor-

der area;

® $873,000 for crime lab personnel;
and

® $50 million in one-time funding
for a Border Security Mobilization
Reserve Fund for additional bor-
der security and immigration-
related measures; State, local and
tribal agencies will be eligible to
receive money from this Fund,
which serves as a stop-gap meas-
ure until the federal government
implements a solution to stem the
flow of illegal immigration.

What the Executive Budget Does for ...
TAXPAYERS

ALTHOUGH ARIZONA TAXPAYERS have a
low tax burden compared to other
states, they should be required to pay no
more than is necessary to fund critical
public investments.

Where possible and appropriate, tax
cuts should be considered to achieve
equity and fairness, encourage invest-
ment and improve economic well-being
for families and businesses. The Execu-
tive Recommendation provides ap-
proximately $100 million in tax cuts to
families and businesses, including;:

e a three-day sales tax holiday in
August for families and individu-
als purchasing school supplies,

clothing and computers in prepa-
ration of the start of the school
year (this investment in families
and education is expected to save
taxpayers $25 million);

a $20 million tax cut in the Vehicle
License Tax (VLT) afforded to
owners of the most gasoline-
efficient vehicles;?

a $20 million research and devel-
opment tax credit to businesses
who invest in new research and
development initiatives designed
to develop products that will ad-
vance new technologies and create
additional jobs;

a small business health care tax
credit up to $1,000 as an incentive
to small businesses (two to 24 em-
ployees) to offer employee health
insurance, at a total estimated cost
of $35 million; and

a directive to the Department of
Revenue to identify rental proper-

ties and ensure proper categoriza-
tion for property tax assessment
and for qualifying for the benefits
of the homeowners’ rebate (this
enhanced enforcement will gener-
ate new revenues, saving the
State’s General Fund approxi-
mately $20 million).

What the Executive Budget Does for ...
BUSINESSES

THE SUCCESS OF Arizona’s economy
depends on the state’s ability to attract
and retain business and a talented work-
force. It is vital that State government
help create an appropriate climate in
which businesses can thrive.

The proper mix of tax structure and
public investment in infrastructure is
critical. Additionally, the State must
provide for a well-educated, well-
trained work force.

2 The reduction will be based on the specific
gasoline efficiency of a vehicle make and
model, starting with vehicles achieving at least
30 miles per gallon on average. The greater the
fuel efficiency, the greater will be the reduction
in the VLT. Vehicle owners benefit in two ways:
by lowering expenses on fuel purchases, and by
reducing VLT taxes.

Some important initiatives for busi-
nesses in the Executive Recommenda-
tion include:

e a small business health care tax
credit up to $1,000 as an incentive
to small businesses (two to 24 em-
ployees) to offer employee health
insurance, at a total estimated cost
of $35 million;?

an insurance premium subsidy of
$6 million to help small businesses
pay for lower-income workers’
health insurance;

$25 million to fund “Innovation
Arizona,” which will invest in sci-
ence-based research with strategic
value to Arizona’s long-term com-
petitiveness and quality of life;*

an additional $1.1 million to ex-
pand enrollment in the Healthcare
Group insurance program;

an additional $451,600 to the De-
partment of Real Estate to improve

customer service and provide
more effective regulation;

full funding of the Office of Tour-
ism to promote Arizona as a desti-
nation for individuals and
businesses;

an additional $5 million to the
University of Arizona for research
and technology management and
innovation;?

funding for a Small Business Sup-
port Center to provide resources
and support to small businesses in

3 The credit is available to small businesses that
currently offer health insurance to their em-
ployees as well as those that begin offering
health insurance to their employees.

+ Innovation Arizona will provide funds to (a)
attract top research talent to move Arizona into
the forefront of research and development
worldwide; and (b) provide a match source for
use-inspired research and development initia-
tives resulting in products in targeted indus-
tries that, through commercialization, will
expand and diversify Arizona’s industrial base
and its economy.

@

This effort will move university and industry
discoveries more surely and rapidly to com-
mercialization, through enhanced public-
private partnerships designed to identify and
market research with high potential for com-
mercial success and to enhance Arizona’s econ-
omy.

Budget Highlights



the commercialization of proven
concepts and ideas;

an additional $500,000 for “Jobs
for Arizona Graduates,” to in-

crease the graduation rate of high-
risk youth and help place them in
private sector jobs; and

an additional $1 million for the
Summer Youth Training Program
to help at-risk youths become pro-
ductive workers.

What the Executive Budget Does for ...
STATE EMPLOYEES

THE OPERATION OF State government is
made possible through the 70,500 State
employees who devote their working
lives to public service.

However, recent studies show that
employees working for the State receive
pay that is well below market and sig-
nificantly lower than that earned by
their counterparts in local government.
Further, most areas of State government
suffer from high turnover and difficulty
in filling vacant positions, due to the
uncompetitive salary structure.

The Executive Recommendation
recognizes the value of State employees

and a new forensic unit at the Ari-
zona State Hospital;

$750,000 in one-time seed money
to provide quality training pro-
grams for State employees; and

an increase of $259,000 for bus
subsidies for State employees (the
funding pays for 100% of bus costs
for the three summer months and
65% of costs for the remaining
months).

What the Executive Budget Does for ...

RURAL COMMUNITIES AND
AGRICULTURE

THIRTEEN OF ARIZONA’S 15 counties are
considered rural. Yet, Arizona is among
the nation’s most urban states, with 80%
of the State’s population concentrated in
Maricopa and Pima counties.

Delivering services to all Arizonans
is central to the Executive’s priorities. It
is especially important to provide ade-
quate resources to communities along
the southern border, to address the costs
and consequences of illegal immigration
(see “Border Security and Immigration”
above).

Highlights of the benefits to rural

e $215,000 to allow the Forestry Di-
vision to provide community and
landowner support to better plan
and manage forest health and
community forestry projects;

$225,000 to enhance the Forestry
Division’s capacity to better man-
age and address wildfires;

$267,000 to the Department of
Commerce to strengthen and sup-
port economic development in ru-
ral and tribal communities;”

$1.5 million for vehicles for van
pools for employees working at
prisons in rural areas, thus provid-
ing incentives to potential workers
to take jobs at correctional facilities
located in those areas;

$730,000 for inmate work crews to
perform debris and trash cleanup
and brush clearing along the bor-
der area; and

¢ $1.5 million increase for fire sup-
pression on State Trust land and
rural private land.

What the Executive Budget Does for ...
TRANSPORTATION

and provides:

e a7.5% employee pay hike;

e funding for pay raises for law en-
forcement personnel at the De-
partment of Public Safety ($3
million), Department of Juvenile
Corrections ($2.7 million) and De-
partment of Corrections ($39.0 mil-
lion);

funding for pay raises of licensing
personnel at the Department of
Health Services ($80,000);

funding for pay raises for psychia-
trists and nurses at the Arizona
State Hospital ($3.1 million);

funding for faculty recruitment
and retention at Arizona’s three
universities ($27.6 million);

an additional $33 million to cover
increased health insurance pre-
mium costs for State employees;

Arizona include an additional:

¢ $2.3 million to the University of
Arizona for expansion of agricul-
ture and county extension offices
and outreach to rural communi-
ties;®

$7.3 million FY 2006 supplemental
appropriation, most of which is to
reimburse local fire fighting enti-
ties for fire suppression efforts
undertaken in summer and fall of
2005;

$15 million for establishment of a
Rural Water Supply Development

Fund, to provide (a) grants up to
$150,000 for water supply feasibil-
ity and design assistance and (b)
loans or bonds for water supply
development;

ARIZONA’S EXPLOSIVE GROWTH poses
unique challenges in transportation
planning. Recent developments of new
communities in areas without adequate
roads and highways has increased fuel
use, contributed to pollution, added to
law enforcement costs and increased
congestion.

Arizona’s continued growth and de-
velopment depend on a quality trans-
portation system, which will require
investment in transportation planning
and highway construction. Key high-
lights include:

e repayment of $118 million in Vehi-
cle License Tax revenue for use by
the State and local governments in
building and maintaining roads;

e repayment of $40 million to the
Highway User Revenue Fund for
construction of Arizona roads;

¢ $55 million in financing for capital
projects that include a new crime
laboratory for southern Arizona

FY 2007 Executive Budget

¢ The Recommendation adds 11 faculty and six
support staff at county extension offices
throughout Arizona to meet the growth of rural
communities. The additional funding also ex-
pands outreach efforts for the College of Agri-
culture at UofA South.

7 This initiative will provide specific economic
development assistance such as development of
energy systems and workforce development for
tribal areas.



¢ $5.8 million of additional funding
to ADOT for highway mainte-
nance and safety features related
to new highway construction;

an additional $198,000 to the Gov-
ernor’s Office of Highway Safety
costs for planning and administra-
tion of the Highway Safety Plan;

$164,000 for personnel at the No-
gales Port-of-Entry to ensure ade-
quate safety and supervision of
border transportation crossing;

$380,000 for bridge safety and en-

gineering; and

$1.1 million to address growth and
workload increases in the Prescott
District, which includes the areas
of Payson, Cordes Junction, Wick-
enburg, Prescott and Verde Valley;

e $5.3 million from the State High-
way Fund to open two high-
growth area Customer Service
Centers at Surprise (to serve metro
Phoenix) and Marana (metro Tuc-
son); and

e $1.7 million and 37.0 FTE positions
for MVD offices to address popu-
lation growth-driven workloads,
reduce customer waiting time at
Driver’s License offices, and en-
hance credential security.

What the Executive Budget Does for ...

LOCAL AND TRIBAL
GOVERNMENTS

STATE GOVERNMENT PARTICIPATES with
local governments in a variety of pro-
grams to provide services to citizens
throughout Arizona. Collaboration be-
tween levels of government maximizes
the efficient use of resources by match-
ing local needs with the level of gov-
ernment best situated to provide
services. Additionally, the State shares
certain revenues and taxes with local
governments to meet local service
needs.

There are 21 tribal governments
within Arizona’s borders, serving nearly
300,000 tribal members. While gaming
opportunities on tribal lands have im-

proved the economic environment for
some of Arizona’s Native American
tribes, many tribal areas, particularly in
rural or remote areas, continue to ex-
perience high levels of poverty and
other social afflictions. Many Native
Americans do not have access to state
programs and services. Furthermore,
tribal governments near the Mexico
border face safety and security issues
will illegal immigration.

To enhance local government re-
sources and restore funding for local
programs and projects, the Executive
Recommendation incorporates several
injtiatives, including;:
an additional $750,000 for local
and tribal law enforcement di-
rected at abating methampheta-
mine distribution and use (the
funds are to be used for training
costs and overtime pay to deal
with increased meth-related
caseloads);

replacing $40 million in the High-
way Users Revenue Fund, which
is shared with local governments
for maintenance of highways;

an additional $1.4 million to Pima
County to relieve it of obligations
to pay for court probation costs;

full funding of the Arizona Office
of Tourism to promote tourism in
Arizona cities and towns;

$4.7 million of additional funding
to ADOT for highway mainte-
nance and safety features related
to new highway construction;

$1.1 million to address growth and
workload increases in the Prescott
District (see “Transportation” above);

repayment of $118 million in Vehi-
cle License Tax revenue for use by
the State and local governments in
maintaining and construction
roadways;

full funding of community col-
leges;

an additional $15 million for estab-
lishment of a Rural Water Supply
Development Fund (see “Rural

Communities and Agriculture”
above); and

e an additional $266,800 to the De-
partment of Commerce to
strengthen and support economic
development in rural and tribal
communities, including develop-
ment of energy systems and work-
force development for tribal areas.

What the Executive Budget Does for ...
ARIZONA VETERANS

The risks and sacrifices that veterans
have made on behalf of our nation war-
rant our unfading appreciation and our
commitment to accommodate their
unique needs.

Approximately 585,000 veterans liv-
ing in Arizona, and that population is
certain to grow. Executive Order 2005-15
created the Arizona Veteran Task Force.
In 2005 the Task Force analyzed and
evaluated State services and benefits
provided to Arizona’s veterans and
found those services and benefits to be
inadequate. For example, there are rural
counties in Arizona with thousands of
veterans and no services provided by
the State.

The Executive Recommendation
provides additional resources to support
veterans, including:

e $10.1 million to build the Southern
Arizona State Veteran Home;

e $1.7 million for 40 new veteran
benefit counselors, support staff,
and veteran outreach programs
statewide;

an additional $121,500 for mainte-
nance and operation of the South-
ern Arizona Veteran Cemetery;
and

replenishment of $182,700 to the
Cemetery Fund to allow the De-
partment of Veterans Services to
begin the process of building a
new cemetery in northern Ari-

zona. e
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ASSUMPTIONS & METHODOLOGY

Building a budget

Preparing the State’s budget is a year-"round process that determines the size and scope of government

.R.S. § 35-101 ESTABLISHES a bifur-
cated budget process by defining 17
agencies as “annual budget units” and
the remaining agencies as “biennial
budget units.” Those agencies identified
as annual budget units include the fol-
lowing:
¢ Department of Education
e Board of Regents
¢ Arizona State University
e University of Arizona
¢ Northern Arizona University

e State Board of Directors for Com-
munity Colleges

e School Facilities Board
¢ Department of Economic Security
e State Department of Corrections

¢ Department of Juvenile Correc-
tions

e Arizona Health Care Cost Con-
tainment System

e Department of Health Services
¢ Department of Administration
¢ Department of Transportation

e The judiciary, including the Su-
preme Court, the Court of Ap-
peals, and Superior Court.

However, in recent years and with
the most recent passage of Laws 2005,
Chapter 286, S.B. 1513 (General Appro-
priations Act), the Legislature has made
only one-year appropriations to more
agencies than those defined by statute as
annual budget units. In accordance with
the most recent General Appropriations
Act, the Executive Recommendation
provides funding for all Annual Budget
Units and for all Biennial Budget Units
that did not receive a FY 2007 appropria-
tion in Laws 2005, Chapter 286. Addi-
tionally, the Executive Recommendation
includes supplemental recommenda-
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tions for a few biennial budget agencies
that received FY 2007 appropriations.

BUDGET PROCESS

The budget process begins on or before
June 1, when the Governor’s Office of
Strategic Planning and Budgeting
(OSPB) issues instructions and electronic
forms required for agencies to submit
their budget requests. Agency requests
must be submitted to OSPB by Septem-
ber 1 unless an extension is granted for
up to an additional 30 days.

Annually, between September 1 and
no later than five days after the Legisla-
ture convenes, the Executive reviews
budget submissions and prepares the
Executive Budget Recommendation. The
Recommendation contains operating
and capital outlay expenditure plans,
estimated revenues, and any Legislative
changes necessary for implementation of
the Recommendation.

Simultaneously, the Joint Legislative
Budget Committee (JLBC) Staff reviews
the agency requests and prepares the
Legislative budget recommendation.
Included in the JLBC publication is an
analysis of the Executive Recommenda-
tion.

Legislative review and deliberation
of the two budget recommendations
begin shortly after the regular session
convenes. Public hearings occur before
both the Senate and House appropria-
tion committees. The committees may
adopt the Executive Recommendation or
the JLBC Staff recommendation, or they
may elect to adopt a budget containing
elements of both or entirely new ele-
ments.

Before July 1, the Legislature adopts
the budget through the passage of a
General Appropriations Act, a Capital
Outlay Bill, and any Legislative changes
necessary for the implementation of the

adopted budget. Once adopted, the bills
are then presented to the Governor for
signature.

Upon presentation, the Governor
has five days to sign the bills into law,
veto them in their entirety, line-item
veto individual items of appropriations,
or allow the bills to become law without
a signature. The Legislature may, with a
two-thirds vote, override a veto or line-
item veto.

The operating budget is prepared
and enacted using a cash basis of ac-
counting, which recognizes expendi-
tures when paid, and revenues when
received, by the Treasurer.

Budgetary control is maintained
through the Legislative appropriation
and the Executive Branch allotment
process. The allotment process allocates
appropriations across the four quarters
of the fiscal year. The State also main-
tains an encumbrance accounting sys-
tem to enhance budgetary control. With
the exception of capital outlay items,
encumbrances outstanding at the end of
the fiscal year can be liquidated during a
four-week administrative period known
as the “13th month.” Capital outlay ap-
propriations and their encumbrances
continue until the project is completed
or abandoned.

BUDGET REQUEST GUIDELINES

Agencies were instructed to classify
funding requests beyond their base
budget into two categories, Decision
Packages and Other Issues. However,
agencies that received FY 2007 appro-
priations had restricted opportunities to
request supplemental funding.

Decision Package requests were lim-
ited to the following criteria:

o fulfilling statutory funding formu-
las,



¢ meeting entitlement caseload re-
quirements,

e costs associated with new un-
funded mandates, and

¢ base adjustments such as rent or
other contractual obligations.

If an agency found it necessary to
identify funding requirements beyond
those defined in Decision Packages, the
agency was requested to identify them
as Other Issues in its budget submittal.

Budget requests related to informa-
tion technology in excess of $25,000
were required to be accompanied by a
Project Investment Justification (PIJ)
packet. The PIJ went through a separate
review and approval conducted by the
Government Information Technology
Agency (GITA).

BUDGET BOUNDARIES

The starting point in building the
budget for the upcoming year is to es-
tablish agencies” base budgets. In order
to calculate an agency’s base budget, the
following adjustments are made:

e annualization of programs par-
tially funded;

e lease and rent rate adjustments
(for FY 2007 only other fund in-
creases related to lease purchase
and Privatized Lease to Own are
recommended along with any pri-
vate lease adjustments that are
well justified to keep consistent
with the legislative action on
agencies that already received FY
2007 appropriations); and

e elimination of one-time ex-
penditures.

The adjustments are then added to
the agency’s most recent fiscal year ap-
propriation to calculate the base budget
on which the budget for the upcoming
year(s) is built.

ADMINISTRATIVE COSTS

To comply with AR.S. § 35-115, each
agency reports administrative costs with
its budget submission. The calculation is
based on administrative costs as a per-
cent of total funds, which may include
General Fund, Other Appropriated
Funds, and Non-Appropriated Funds.
Only agencies with a funding request

were required to provide this informa-
tion. Each agency develops a methodol-
ogy for administrative costs. Due to the
differing methodologies and the differ-
ing size of each agency’s total fund
budget, the Executive does not believe
that the information can be used for
comparative purposes.

BUDGET FORMAT

The Executive Recommendation con-
tains agency mission statements, de-
scriptions, and budget performance
measures.

Budget performance measures. In
accordance with AR.S. § 35-115, the
Executive Recommendation includes
selected performance measures for the
budget unit for the previous fiscal year
and for the current and requested
budget years.

Beginning with last year’s FY 2006
and FY 2007 Executive Recommenda-
tion, the process for selecting agency
performance measures was modified.
The OSPB, in consultation with the
agencies, selected a series or “family” of
performance measures that will most
accurately communicate both what the
agency is doing and how well the
agency is doing it. The hope was that
this change would offer decision makers
and citizens a better understanding of
agencies and their operations. In addi-
tion, stakeholders will be provided im-
proved continuity of data, as the per-
formance measures published will re-
main largely consistent from year to
year.

In addition to the performance
measures listed in the Executive Budget,
the OSPB publishes the MASTER LIST OF
STATE GOVERNMENT PROGRAMS every
even-numbered year. Once complete,
the MASTER LIST will be available online
at www.ospbstate.az.us. This reference
document contains a more comprehen-
sive listing of performance measures for
every program and subprogram within
a budget unit.

TECHNICAL ADJUSTMENTS

The FY 2007 Executive Budget Recom-
mendation contains a series of standard
adjustments. Standard adjustments in-
clude:

¢ Employee-Related Expenditure
rate changes;

e health and dental insurance rate
changes ;

e State-owned, private, Certificate of
Participation (COP), and Privat-
ized Lease to Own (PLTO) rental
rate charges; and

e elimination of one-time equipment
purchases.

The general guidelines used in
building the Executive Recommendation
are discussed below.

Employee-Related  Expenditures.
Two separate rates are used in calculat-
ing ERE funding requirements:

e An HDL rate calculates the health,
dental and life insurance costs per
individual FTE based on specific
rates of participation in the three
insurance programs (health, den-
tal, and life) to which the State
contributes.

o A marginal rate is calculated by
adding the rates of FICA, workers’
compensation, unemployment in-
surance, a pro rata charge for per-
sonnel costs, a pro rata charge as-
sessed for GITA, long-term
disability insurance, retirement
sick leave pro rata, and retirement.

The sum of the rates is multiplied by
the total Personal Services amount, ex-
cluding Boards and Commissions when
appropriate.

The following rates are used for the
development of each of the various ERE
components:

FICA. The rate is comprised of a
6.2% Social Security tax on the first
$90,000 of an employee’s Personal Serv-
ices and a 1.45% Medicare tax on the full
amount of an employee’s Personal Ser-
vices.

Workers” compensation. The Depart-
ment of Administration’s Risk Manage-
ment Division developed rates that re-
main flat over FY 2006 and FY 2007. The
Executive Recommendation provides
full funding for this ERE component in
FY 2007.

Unemployment insurance. The rate of
0.23% of Personal Services is used for FY
2007.

Personnel Division pro rata. The rate
of 1.04% of Personal Services is assessed

Assumptions and Methodology



on the payroll of the majority of State
service agencies, pursuant to A.R.S. § 41-
764, to fund the operations of the Per-
sonnel Division of the Department of
Administration. The Executive Recom-
mendation provides funding for this
ERE component in FY 2007.

GITA pro rata. The rate of 0.15% of
Personal Services is assessed on all
agencies (except the Universities and
Community Colleges) to fund the opera-
tions of the Government Information
Technology Agency. The Executive Rec-
ommendation provides full funding for
this ERE component.

Disability insurance. The rate of
0.375% of Personal Services is used for
employees not covered by the State Re-
tirement System. The State Retirement
System provides disability insurance to
active employees. The Executive Rec-
ommendation provides full funding for
this ERE component in FY 2007.

Retirement. The following rates were
used for FY 2007:

Retirement Group Rate
State Retirement 7.40
Correctional Service Officers 4.01
NAU Police 4.56
UA Police 8.8
ASU Police 3.36
Parks 13.31
Game and Fish 16.27
DEMA Fire Fighters 8.14
Attorney General Investigators 7.46
Liquor Commission Investigators 7.39
Dept. of Juvenile Corrections 5.08
Public Safety 8.31
Capitol Police 9.00
University Optional Retirement 7.00
Elected Officials Retirement Plan 0.00
(State)

Life insurance. The rate of $36.72 per
authorized FTE is used.

Health and dental insurance. The FYs
2006 and 2007 Executive Recommenda-
tion provides funding for an estimated
15.4% increase in health insurance costs.
The General Fund portion of the in-
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creased costs is reflected on the Sources
and Uses statement.

Retirement Accumulated Sick Leave
Fund. Chapter 291, Laws 1997 created
the Retirement Accumulated Sick Leave
Fund. The FY 2007 Executive Recom-
mendation provides for a 0.4% pro rata
assessment against Personal Services.
The money in this Fund will be used to
compensate retiring employees for un-
used sick leave in a three-tiered system.

All Other Operating Expenditures.
All Other Operating Expenditures con-
sist of the budget classes of professional
and outside services, in-state and out-of-
state travel, food, equipment, and such
expenditures as advertising, postage,
telecommunications, printing, repair
and maintenance, utilities, supplies,
medical equipment and supplies, rent,
and risk management charges.

The general assumptions and meth-
odology employed in determining the
funding for this area of the Executive
Budget include:

¢ P&O. The amount recommended
for Professional and Outside
(P&O) Services was based on the
needs of the agency and was gen-
erally determined on a zero-based
approach, since justification for the
base was required.

Travel. The Executive reviewed

each agency’s budget to limit them
to essential travel.

Inflation. No recognition is given
for general inflation.

Risk management. The Department
of Administration’s Risk Man-
agement Division developed rates
that remain flat over FY 2006 and
FY 2007. The Executive Recom-
mendation continues the funding
levels provided in FY 2006 for risk
management costs in agencies’
budgets.

Rent. Rent amounts for State agen-
cies occupying ADOA space are pro-

vided at FY 2003 budgeted levels per
square foot. The square footage calcula-
tion is based on documentation pre-
pared by the Department of Administra-
tion’s Facilities Management Division
detailing actual and planned occupancy.

The amounts required to cover other
appropriated funds Certificate of Par-
ticipation (COP) and Privatized Lease to
Own (PLTO) payments are provided in
agency operating budgets and are based
on data distributed by the Department
of Administration General Accounting
Office and General Services Division.
The amounts required to cover the Gen-
eral Fund increases are not provided in
the Executive Recommendation.

All rent amounts for agencies occu-
pying private space are based on esti-
mated rent charges as specified in the
lease agreements.

Equipment. The amount recom-
mended for equipment — whether capi-
talized or non-capitalized — was based
on the agency’s needs and generally
determined on a zero-based approach.
Reductions were taken to reflect annu-
alization of one-time equipment pur-
chases approved in the FY 2006 appro-
priation.

OTHER RECOMMENDATIONS

Judiciary and Legislature. The Ex-
ecutive does not make recommenda-
tions for the Judiciary or Legislative
agencies.

Appropriation format and Legisla-
tive changes. Each Executive recom-
mendation for an agency’s appropria-
tion format is located at the end of the
agency’s recommendation. Some rec-
ommendations
changes that are necessary to implement
the Executive Budget. These required
changes are addressed in a separate
listing as part of the Executive Budget

require  Legislative

Summary. e
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Arizona Department of Administration
Mission:

To provide effective and efficient support services to enable government
agencies, state employees, and the public to achieve their goals.
Description:

The Agency provides leadership, direction, financial and management
information and support; financial and procurement support services;
facility planning, design, development, construction, operations and
maintenance; timely, customer-driven professional human resources
services; business-enhancing information services to ADOA, state agencies,
and Arizona citizens; customer service to small licensing agencies in general
accounting and centralized office support; surplus state and federal personal
property through a distribution system that maximizes the dollar return to
the state on property sold; clean, safe, and environmentally friendly vehicles;
an orderly, secure and safe environment where visitors, employees, and
other persons conducting business with the State will be safe and secure;
and services to agency customers and the public for the state's property and
liability exposures and to state employee customers who have work-related
injuries.

Motor Pool Revolving 9.823.0 11.655.1 11.655.1 11.655.1

State Surplus Property 2.791.4 4.156.8 4.156.8 4.156.8

Federal Surplus Materials 48.4 399.0 399.0 399.0

Property

Risk Management Fund 96.435.4 83.649.3 88.118.5 88.477.1

Automation Operations 0.0 23.710.9 23.718.5 23.460.8

Fund

Telecommunications Fund 0.0 2.169.0 2.170.5 2.428.2
Agency Total 190.391.0 183.523.8 189.583.5 193.138.0

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Administration 2.196.7 1.596.4 1.596.4 1.596.4
Financial Services 24471.7 14.362.8 14.614.9 14.646.6
Facilities Management 17.099.5 18.587.4 18.599.0 19.595.6
Human Resources 18.748.5 19.879.3 21.197.0 23.105.9
Information Technology 25.460.0 25.879.9 25.889.0 25.889.0
Services
Support Services 13.830.5 17.417.0 17.417.0 17.675.7
Capitol Police 2.031.7 2.151.7 2.151.7 2434.5
Risk Management 86.552.4 83.649.3 88.118.5 88.194.3

Agency Total 190.391.0 183.523.8 189.583.5 193.138.0
Category
FTE 896.5 860.7 860.7 872.7
Personal Setvices 41.747.4 36.319.1 36.319.1 37.504.0
ERE Amount 10.573.1 11.101.2 11.101.2 11.365.5
Prof. And Outside Services 35.341.3 271311 28.294.0 29.177.7
Travel - In State 462.2 532.9 532.9 532.9
Travel - Out of State 15.4 62.1 62.1 62.1
Aid to Others 0.0 800.0 796.0 796.0
Other Operating Expenses 86.899.3 88.642.8 92.305.2 92.916.8
Equipment 10.319.5 14.687.4 14.687.4 15.297.4
Captial Outlay 318.7 0.0 0.0 0.0
Debt Service 2.299.7 2.844.1 4.082.5 4.082.5
Cost Allocation 851.2 886.7 886.7 886.7
Transfers Out 1.563.2 516.4 516.4 516.4

Agency Total 190,391.0 183,523.8 189,583.5 193,138.0
Fund
General Fund 25.887.6 24.761.5 25.020.4 27.560.8
Personnel Division Fund 13.990.2 15.034.0 16.317.7 16.290.2
Capital Outlay Stabilization 9.556.4 11.026.5 11.031.8 11.029.4
Watercraft Licensing Fund 0.0 800.0 796.0 796.0
Corrections Fund 609.0 667.3 670.8 669.8
Air Quality Fund 569.9 574.1 574.1 574.1
Records Setrvices Fund 400.0 0.0 0.0 0.0
Special Employee Health 4819.7 4.920.3 4954.3 5.640.7
Technology & 25.460.0 0.0 0.0 0.0

Telecommunications Fund

Agency Operating Detail - Arizona Department of Administration

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI ENSCO COP 5.309.3 5.310.3 5.330.4 5.330.4
SLI AFIS Program and 749.8 967.4 967.4 967.4
Support
SLI DOC Overtime 12.261.4 0.0 0.0 0.0
SLI Zuni Water Rights 0.0 800.0 796.0 796.0
Settlement
SLI Relocation 0.0 60.0 60.0 60.0
SLI Utilities 5.274.2 5.733.8 5.733.8 5.733.8
SLI Human Resource 2.294.7 2.838.6 2.838.6 4.077.0
Information System
SLI State Surplus Property 1.779.6 3.000.0 3.000.0 3.000.0
Sales Proceeds
SLI Risk Management 49.397.9 43.686.7 47.322.4 47.322.4
Losses
SLI Workers Compensation 21.666.3 24.587.5 24.517.7 24.517.7
Losses
SLI Attorney General 7.549.6 0.0 0.0 0.0
SLI External Legal Services 0.0 5.085.8 5.672.1 5.672.1
SLI Nonlegal Related 0.0 2.877.2 3.153.8 3.153.8
Expenditures
Executive Recommendations
EY 2007
Standard Adjustments
Rent Standard Adjustment 290.1
General Fund 237.5
Personnel Division Fund 17.8
Capital Outlay Stabilization 2.9
Corrections Fund 2.5
Special Employee Health 4.1
Risk Management Fund 16.2
Automation Operations Fund 7.6
Telecommunications Fund 1.5
Executive Issues
Capitol Police 282.8

For FY 2007 the Executive recommends an increase of $282,800 from the
Risk Management Fund for 7.0 FTE positions for security in the Executive
Tower. The positions have been funded with Risk Management monies in
FY 2006, but the Department has not received an appropriation for these
expenditures.

Risk Management Fund 282.8
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Data Warehouse 0.0

For FY 2007, the recommendation includes an increase of $670,500 from
the non-appropriated AFIS II Collections Fund for a data warehouse. A
financial data warehouse would provide seamless user access to detailed
federal funds data. Users could identify which reports and federal funds
data they desire and access the information on a real-time basis through
user-friendly queries.

General Fund 0.0

Public Safety & Correctional Officer 500.0
Consolidated Recruitment

For FY 2007, the recommendation includes $500,000 General Fund to
centralize recruitment functions for public safety and correctional officer
positions. This would affect the Department of Juvenile Corrections, the
Department of Corrections, and the Department of Public Safety.

General Fund 500.0

Human Resources Information Solution COP 1,238.4

In FY 2007 the Department will face an increase in the Human Resources
Information Solution Certificate of Patticipation (COP) payment. The
Executive recommends a $1.2 million increase to fund this payment.

Personnel Division Fund 1,238.4

Risk Management/Workers' Compensation 4,428.8

Adjustment

The Executive Recommendation includes an increase of $4.4 million from
the Risk Management Fund for actuarially determined claims. The net
increase includes an increase of $3.6 million for the Risk Management
Losses and Premiums special-line item, a decrease of ($69,800) in the
Workers' Compensation Losses and Premiums special-line item, an increase
of $586,300 in the External Legal Services special-line item, and an increase
of $276,600 in the Nonlegal Related Expenditures special-line item.

Risk Management Fund 4,428.8

Digitized Blueprint Archiving System 1,000.0

For FY 2007, the recommendation includes $1.0 million General Fund for
the digitized blueprint archiving system which would provide a storage,
retrieval and distribution system for documents and electronic files. The
emergency document management system would provide crucial building
and area information viewed to scale.

General Fund 1,000.0

Arizona Government University (AzGU) 750.0

For FY 2007, the recommendation includes $750,000 General Fund as a
one-time approptiation of seed money to propetly provide quality training
programs for State agencies. AzGU has never been funded at a level where
adequate resoutces exist to provide high quality training programs. The
only funding that AzGU receives is provided by state agencies.

General Fund 750.0
Self-Insurance Administration 716.3

The Executive recommendation includes an increase of $716,300 from the
Special Employee Health Insurance Trust Fund to administer self-
insurance. The additional funds would allow the Department to increase
collections, comply with provisions of the Government Accounting
Standards Board, implement Medicare Part D, and conduct claim and
system audits of the program administrators.

Special Employee Health 716.3
Bus Subsidy Increase 258.7

The Executive Recommendation includes an increase of $258,700 from the
General Fund to increase bus subsidies. The additional funds would allow
State employees to receive a 100% bus subsidy during the three summer
months and a 65% subsidy for the rest of the year.

General Fund 258.7

Equity in State Contracting Outreach Position 53.1

The Executive Recommendation includes an increase of $53,100 General
Fund for 1.0 Procurement Program Specialist FTE position. The position
would support the development and maintenance of a small and women-
and minority-owned business ditectory and outreach and training for State
agencies and the community.

General Fund 53.1

Alternative Insurance 100.0

The Executive Recommendation includes an increase of $100,000 from the
Risk Management Fund to research alternatives for State contract insurance
requirements to reduce the cost of contracting with the State. Many small
and women- and minority-owned businesses are unable to contract with the
State because of the prohibitive costs of liability insurance.

Risk Management Fund 100.0
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Zuni Water Rights Settlement (4.0

For FY 2007, the recommendation includes a dectease of ($4,000) from the
Watercraft Licensing Fund. Laws 2005, Chapter 332 included
appropriations from the Watercraft Licensing Fund of $800,000 in FY 2006
and $796,000 in FY 2007 to comply with the State's obligation relating to
the settlement of the Zuni Indian Tribe's water rights claims pursuant to
the Zuni Indian Tribe Water Rights Settlement Act of 2003.

Watercraft Licensing Fund (4.0)

Help Desk Fund Shift 0.0

The recommendation includes a fund shift from the Automation
Operations Fund to the Telecommunications Fund for the Level 1 Help
Desk. There would be no change in the total appropriation or the total
number of FTE positions for this issue.

Automation Operations Fund (257.7)
Telecommunications Fund 257.7
Performance Measures

FY 2005 FY 2006 FY 2007

Actual  Expected Expected

Percentage of ADOA's services with a minimum 69 70 72
customer satisfaction rating of 6.0, based on
annual survey (scale 1-8)
Customer satisfaction rating with building 5.87 6.70 6.80
maintenance (scale 1-8)
Customer satisfaction rating with benefit plans 6.24 6.25 6.25
(scale 1-8)
Customer satisfaction rating with mainframe 6.20 6.50 6.50
processing (scale 1-8)
Customer satisfaction rating with administration 6.25 6.20 6.10
of payroll process (scale 1-8)
Customer satisfaction rating with tenant 5.86 6.70 6.70
improvement process (scale 1-8)
Customer satisfaction rating with voice 5.67 6.50 6.50
telecommunications setvices (scale 1-8)
Percentage of entetprise application work 99.40 90.00 90.00
completed within customet's required timeframe
Customer satisfaction rating with information 5.00 6.00 6.00
and data security services (scale 1-8)
Average response time to emergency calls 1:48 2:00 2:00
(minutes:seconds)
Statewide incident rate per 100 Full Time 4.20 5.40 5.40

Equivalent (FTE) positions (accepted claims)

FY 2007 Executive Budget



Administrative Costs

EY 2007
Administrative Costs 3,561.2
Agency Request 842,665.3
Administrative Cost Percentage 0.42%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation by program with special line items.

Agency Operating Detail - Arizona Department of Administration
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ASU - Polytechnic
Mission:
To emphasize professional and technological programs based in the liberal
arts and sciences and engage in intellectual inquiry focused on addressing
societal needs by offering undergraduate and graduate programs primarily in
professional and technological fields and in selected areas of the liberal arts
and sciences; engaging in forms of scholarship involved with discovering,
integrating, applying, and transmitting knowledge to address the conditions
and concerns of society; and working with community partners in
accomplishing all aspects of this mission.
Description:
ASU at the East campus serves students and the metropolitan area through
baccalaureate and graduate degree programs as well as through applied
research and service. All programs at ASU at the East campus provide
students with the knowledge and extensive technological competence to
succeed in their chosen professions and further learning. ASU at the East
campus offers a campus environment that places students at the center,
embraces diversity and interdisciplinary inquiry, and strives to integrate the
academic and social lives of students. ASU at the East campus offers
programs with outcomes directly relevant to the needs of society and the
community, emphasizing collaboration and partnership to foster the
educational, economic, and cultural development of local communities, the
metropolitan area, the state, and the nation.

Agency Summary

Enrollment Growth 2,188.5

The Executive Recommendation uses the traditional 22:1 funding formula
that provides an additional faculty position, half of a support position, and
operating and equipment costs associated with those positions for each
additional 22 full-time students. Using the FY 2006 appropriation amounts,
the Executive incteases the faculty and staff salaries in the formula by the
amounts of the FY 2006 pay increase plus the recommended FY 2007 pay
increases. Based on the three-year rolling average used in the formula, the
ASU-Polytechnic enrollment increase is projected to be 379. The Executive
recommendation provides $5,774 per student.

General Fund 2,188.5

New Facilities Operations and Maintenance 626.7

The completion of a new building ot major addition to an existing building
catries ongoing costs that include utilities, landscaping, janitorial setvice,
and security. New ASU-Polytechnic facilities provide 83,500 square feet in
the Agtibusiness Center, Union, Greenhouses, and Engineering Lab
buildings.

General Fund 626.7

FY 2006 Supplemental Recommendations

FY 2006
Collections Adjustment 0.0

Laws 2005, Chapter 286 authorized expenditures of $11.3 million from the
Collections Fund plus any additional amounts received by the Fund. The
additional expendable receipts are estimated at $8.7 million.

ASU Collections - Appropriated 0.0

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Instruction 25412.2 30.356.1 42.668.4 33.171.3

Agency Total 25412.2 30.356.1 42.668.4 33.171.3
Category
FTE 342.0 390.0 424.8 420.8
Personal Services 15.847.8 18.497.4 21.311.0 20.282.6
ERE Amount 3.606.0 4.443.5 5.153.3 4.861.3
Prof. And Outside Services 331.0 215.5 793.8 351.8
Travel - In State 27.1 25.0 25.0 25.0
Travel - Out of State 174.5 5.8 5.8 5.8
Library Acquisitions 259.4 268.0 268.0 268.0
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 2.388.1 3.033.3 10.881.2 3.374.8
Equipment 778.3 1.867.6 2.230.3 2.002.0
Transfers Out 2.000.0 2.000.0 2.000.0 2.000.0

Agency Total 25,412.2 30,356.1 42,668.4 33,171.3
Fund
General Fund 13.040.2 15.394.7 27.524.4 18.209.9
ASU Collections - 10.372.0 12.961.4 13.144.0 12.961.4
Appropriated
Technology and Research 2.000.0 2.000.0 2.000.0 2.000.0
Initiative Fund

Agency Total 25412.2 30.356.1 42.668.4 33.171.3

Performance Measures

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

Executive Recommendations

EY 2007
Executive Issues
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FY 2005 FY 2006 FY 2007
Actual  Expected Expected
Fall semester enrollment (headcount) 3,983 4,865 5,525
Percent of full-time undergraduate students 67 66 65
enrolled per semester in three or more primary
courses with ranked faculty
Number of degrees granted 879 970 1,030
Number of Bachelors degrees granted 746 823 874
Number of Masters degrees granted 133 136 156
Average number of years taken to graduate for 4.94 4.95 4.95
student who began as freshmen
Percent of agency staff turnover (classified staff 7.6 8 8
only)
Percent of graduating students who rate their 95 95 95
overall experience at ASU East as good or
excellent
Administrative Costs
FY 2007
Administrative Costs 1,553.1
Agency Request 55,206.3
Administrative Cost Percentage 2.81%

The agency request represents all funds, not just appropriated funds.
These administraive costs ate estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency.

FY 2007 Executive Budget



ASU - Tempe

Mission:
To provide outstanding programs of undergraduate and graduate education,

cutting-edge research, and public service for the citizens of the State of
Arizona with special emphasis on the Phoenix metropolitan area.
Description:

Arizona State University at the Tempe campus is a major public research
university offering programs from the baccalaureate through the doctorate
for over 50,000 full time and part time students. The ASU at the Tempe
campus is committed to fashioning a modern university that applies the
strongest features of the traditional major research university to the rapidly
evolving needs of the metropolitan Phoenix area and Arizona.

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Instruction 293.357.8 333.889.6  382.154.3 360.114.7
Organized Research 11.728.7 11.360.4 11.360.4 11.360.4
Public Service 1.064.3 684.8 684.8 684.8
Academic Support 45911.8 453722 453722 453722
Student Services 22.754.9 24.494.7 25.029.7 24.494.7
Institutional Support 74.481.9 81.335.9 81.335.9 83.335.9

Agency Total 449299.4  497.137.6 545.937.3 525.362.7
Category
FTE 6.384.5 6.672.0 6.862.6 6.809.7
Personal Services 308.972.6 332.772.9 357.186.8 353.003.6
ERE Amount 68.144.2 80.731.3 87.755.2 84.526.2
Prof. And Outside Services 5.776.5 7.233.1 14.373.1 7.233.1
Travel - In State 117.1 159.0 159.0 159.0
Travel - Out of State 2.513.7 73.4 73.4 73.4
Library Acquisitions 8.332.6 8.829.3 8.832.6 8.829.3
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 43.175.7 53.698.7 59.329.4 57.093.1
Equipment 12.267.0 13.639.9 18.227.8 14.445.0

Agency Total 449,299.4  497,137.6 545,937.3  525,362.7
Fund
General Fund 282.510.5 300.964.9 3475734 329.190.0
ASU Collections - 166.788.9 196.172.7 198.363.9 196.172.7
Appropriated

Agency Total 449299.4  497.137.6 545.937.3 525.362.7

ASU Fall Enrollment
Full-time Student Equivalents

60,000
40,000 -+
20,000 +
0 .
ASU-Tempe ASU-P olytechnic ASU-West

2004 46,353 2,735 5,980

W2005 48,680 3,097 6,355

12006 50,804 3,562 6,673

Performance Incentives 882.0

The Executive recommends the creation of three performance incentives
for the universities. The first incentive, Average Time to Graduate, would
provide $150,000 for each 0.1% reduction in the time for a full-time student
to graduate. The second, Graduation Rate, would provide $75,000 for each
0.1% improvement in the percentage of full-time students who earn a
Bachelor’s degree in less than six years. The third, Number of Degrees
Awarded, would provide between $3,000 and $5,000 for each 1%
improvement in the number of degrees awarded relative to the number of
students enrolled. Separate reward amounts would be provided for
Bachelors, Masters, and Doctoral degtees at each university. In addition,
there would be separate rewards for (a) all degrees awarded by a university,
(b) degrees awarded in education, (c) degrees awarded in engineering, and
(d) degrees awarded in nursing or clinical health. The Executive
Recommendation provides $450,000 to ASU for improving the average
time to graduate by 0.3%; $300,000 for improving the graduation rate by
0.4%; and $132,000 for improving the number of degrees granted relative
to the number of students. The incentives recommended for ASU include
all campuses of the university.

General Fund 882.0

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

Executive Recommendations

FY 2007
Executive Issues

Enrollment Growth 11,255.5

The Executive recommendation uses the traditional 22:1 funding formula
that provides an additional faculty position, half of a support position, and
operating and equipment costs associated with those positions for each
additional 22 full-time students. Using the FY 2006 appropriation amounts,
the Executive increases the faculty and staff salaries in the formula by the
amounts of the FY 2006 pay increase plus the recommended FY 2007 pay
increases. Based on the three-year rolling average used in the formula, the
ASU-Tempe enrollment increase is projected to be 1,946. The Executive
recommendation provides $5,784 per student.

General Fund 11,255.5

Agency Operating Detail - ASU - Tempe

Faculty and Staff Retention and
Competitiveness Fund

13,587.6

The Executive recommends a new fund designed specifically for new
recruitment and retention pay at the universities. In addition to rewarding
current meritorious employees who are being pursued by other institutions,
it would provide funding that could be used to attract high-profile faculty
and researchers. Such individuals tend to bring with them grant and
research funding and help attract other successful faculty.

General Fund 13,587.6

Water, Climate, and Environment 500.0

The Executive recommendation incorporates the universities' expertise in
water and climate with the need of citizens, businesses, and government
agencies to use that knowledge for decision making. The Executive
recommends $500,000 for each of the universities to provide that
connection and ensure the expertise at the universities.

General Fund 500.0

Immediate Building Risks 2,000.0

Like all State agencies, ASU has received no building renewal funding
during the last five years. If the building renewal formula had been funded,
it would have provided $81 million during that period. As of June 30, 2004,
ASU's total deferred maintenance was estimated at $72 million. The
Executive recommends $2 million for immediate safety needs, including
such things as elevator safety, pedestrian walkways, roofing replacement,
asbestos encapsulation, and control system replacements.

General Fund 2,000.0
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FY 2006 Supplemental Recommendations

FY 2006
Collections Adjustment 0.0

Laws 2005, Chapter 286 authorized expenditures of $171.6 million from the
Collections Fund plus any additional amounts received by the Fund. The
additional expendable receipts are estimated at $24.6 million.

ASU Collections - Appropriated 0.0

Performance Measures
FY 2005 FY 2006 FY 2007
Actual  Expected Expected
First professional degrees granted 164 170 175
Percent of graduating seniors who rate their 94 94 94
overall university experience as good or excellent
Percent of full-time undergraduate students 70 70 70

enrolled per semester in three or more primary
courses with ranked faculty

Number of Bachelors degrees granted 7,498 7,800 8,100
Percent of agency staff turnover (classified staff 13.7 14 14
only)

Doctorate degrees granted 314 330 350
Masters degrees granted 2,198 2,300 2,400
Average years taken by freshman students to 4.73 4.72 4.71

complete a baccalaureate degree program

External dollars received for research and creative 156 175 200
activity (in millions of dollars)

Administrative Costs

EY 2007
Administrative Costs 9,802.3
Agency Request 1,162,202.5
Administrative Cost Percentage 0.84%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Excecutive recommends a lump-sum appropriation to the agency.

16

FY 2007 Executive Budget



ASU - West
Mission:
To offer liberal arts and professional programs; engage in discovering and
advancing knowledge; and teach diverse students in a student-centered,

interdisciplinary learning environment as a community-focused
metropolitan campus of Atizona State University.

Description:

ASU at the West campus is located in Phoenix and serves more than 7,500
residential and commuter students of diverse ages, ethnicity, and experience
through 29 baccalaureate programs, nine master’s programs and eight
certificate programs. The campus focuses on developing a learning
community that addresses the needs of a diverse metropolitan
environment. It does this by offering learner-centered academic programs
that enhance learning through teaching, service and enrichment
opportunities; promoting discovery and innovation; pursuing new
knowledge; introducing insights and creative ideas through instruction;
encouraging direct involvement in new fields of inquiry; investigating
important community-based issues; and integrating with the community
through service based on scholarship.

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Instruction 28.563.6 32.373.3 37.228.0 33.642.3
Academic Support 11.172.1 12.186.0 12.186.0 12.186.0
Student Services 41158 5.085.1 5.085.1 5.085.1
Institutional Support 13.837.7 14.434.9 14.434.9 14.434.9

Agency Total 57.689.2 64.079.3 68.934.0 65.348.3
Category
FTE 757.0 792.9 810.4 807.9
Personal Setvices 32.354.6 37.828.9 40.369.3 38.753.4
ERE Amount 7.592.9 9.459.2 10.272.0 9.669.7
Prof. And Outside Services 1.101.1 989.1 1.907.1 989.1
Travel - In State 49.3 105.2 105.2 105.2
Travel - Out of State 298.3 17.2 17.2 17.2
Library Acquisitions 1.219.2 1.254.7 1.254.7 1.254.7
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 9.877.1 9.471.3 9.531.8 9.527.3
Equipment 3.596.7 3.353.7 3.876.7 3.431.7
Transfers Out 1.600.0 1.600.0 1.600.0 1.600.0

Agency Total 57,689.2 64,079.3 68,934.0 65,348.3
Fund
General Fund 40.323.1 44.032.0 48.728.1 45.301.0
ASU Collections - 15.766.1 18.447.3 18.605.9 18.447.3
Appropriated
Technology and Research 1.600.0 1.600.0 1.600.0 1.600.0
Initiative Fund

Agency Total 57.689.2 64.079.3 68.934.0 65.348.3

Enrollment Growth 1,269.0

The Executive Recommendation uses the traditional 22:1 funding formula
that provides an additional faculty position, half of a support position, and
operating and equipment costs associated with those positions for each
additional 22 full-time students. Using the FY 2006 appropriation amounts,
the Executive incteases the faculty and staff salaries in the formula by the
amounts of the FY 2006 pay increase plus the recommended FY 2007 pay
increases. Based on the three-year rolling average used in the formula, the
ASU-West enrollment increase is projected to be 220. The Executive
recommendation provides $5,768 per student.

General Fund 1,269.0
FY 2006 Supplemental Recommendations

FY 2006

Collections Adjustment 0.0

Laws 2005, Chapter 286 authorized expenditures of $17.3 million from the
Collections Fund plus any additional amounts received by the Fund. The
additional expendable receipts are estimated at $2.4 million.

ASU Collections - Appropriated 0.0

Performance Measures

FY 2005 FY 2006 FY 2007

Actual  Expected Expected
Percent of agency staff turnover (classified staff 17.1 17 17
only)
Percent of graduating seniors who rate their 96 96 96
overall university experience as good or excellent
Percent of full-time undergraduate students 67 67 68
enrolled per semester in three or more primary
courses with ranked faculty
Number of degrees granted 1,769 1,800 1,850
Number of Bachelors degrees granted 1,486 1,500 1,525
Number of Masters degrees granted 283 300 325
Fall semester enrollment (full-time equivalent) 5,948 6,300 6,500

Administrative Costs

FY 2007
Administrative Costs 2,694.0
Agency Request 88,426.9
Administrative Cost Percentage 3.05%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency.

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

Executive Recommendations

EY 2007
Executive Issues

Agency Operating Detail - ASU - West
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Attorney General - Department of Law
Mission:

To provide comprehensive legal protection to the citizens of Arizona and
quality legal services to the state agencies of Arizona.

Description:

The Office of the Attorney General was created by Article V, Section I of
the Arizona Constitution. The Attorney General is an elected position and
holds office for a four-year term. Powers of the Attorney General are
conferred by the Arizona Constitution and by statute. The fundamental
obligation of the Attorney General is to act as legal advisor to all state
agencies except those few exempted by law. Additionally, primary
responsibilities include prosecuting and defending proceedings in which the
State has an interest and rendering written opinions upon questions of law.

To accomplish these responsibilities, the Department of Law is comprised
of seven divisions. These divisions are: the Child and Family Protection
Division, the Civil Division, the Civil Rights Division, the Criminal
Division, the Public Advocacy Division, the Administrative Operations
Division, and Executive Administration. Each division is further organized
into sections, which specialize in a particular area of practice.

SLI Military Airport 71.3 100.0 100.0 100.0
Planning

Executive Recommendations

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007
DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Legal Services 42.072.0 46.634.3 46.876.1 48.325.3
Central Administration 8.167.0 8.724.7 8.781.9 8.865.8
Agency Total 50.239.0 55.359.0 55.658.0 57.191.1
Category
FTE 665.5 619.9 619.9 639.9
Personal Setvices 29.952.1 34.859.7 34.882.8 35.892.6
ERE Amount 7.925.5 8.802.9 8.810.9 9.070.8
Prof. And Outside Setvices 1.234.0 873.4 1.033.7 1.085.7
Travel - In State 244.6 207.7 207.7 234.6
Travel - Out of State 158.5 104.6 104.6 106.2
Aid to Others 2.283.0 2.687.7 2.687.7 2.687.7
Other Operating Expenses 5.858.8 6.127.5 6317.1 6.387.3
Equipment 1.571.0 915.8 833.8 946.5
Cost Allocation 60.6 0.0 0.0 0.0
Transfers Out 950.9 779.7 779.7 779.7
Agency Total 50,239.0 55,359.0 55,658.0 57,191.1
Fund
General Fund 23.401.2 25.037.5 26.056.8 27.589.2
Consumer 2.605.1 2.699.9 1.979.6 1.979.6
Protection/Fraud Revolving
Fund
Attorney General Antitrust 218.5 208.2 208.2 208.2
Revolving
Attorney General Collection 3.605.6 4.281.5 4.281.5 4.281.5
Enforcement
Attorney General Agency 17.704.2 11.282.1 11.282.1 11.282.1
Services Fund
Victims Rights Fund 2.704.4 32283 32283 32283
Risk Management Fund 0.0 8.621.5 8.621.5 8.622.2
Agency Total 50.239.0 55.359.0 55.658.0 57.191.1

FY 2007
Standard Adjustments
Rent Standard Adjustment 0.7
Risk Management Fund 0.7
Executive Issues
Redesign of Case Management System 299.0

The Executive recommends a reduction of ($720,300) Consumer Fraud
Revolving Fund to adjust for FY 2006 funding provided to finance the
Case Management System. This fund will not be able to support the Case
Management System project in FY 2007, due to exhaustion of monies from
the a large settlement with Qwest.

The Executive recommends $1.0 million in General Fund appropriation to
fund the third and final year of the Attorney General's Case Management
System. The existing Attorney General Case Management System was
implemented in the 1970s and cannot handle the complex database needed
today.

The new case management system will support many essential functions
petformed by the Office, including debt collection, criminal investigation
and prosecution, complex civil litigation, automatic document generation,
conflict of interest checks, critical date calculations, and non-litigation legal
advice.

General Fund 1,019.3
Consumer Protection/Fraud Revolving Fund (720.3)
Solicitor General's Office Paralegal 62.9

The Executive recommends $62,900 General Fund to add 1.0 FTE
position, Legal Assistant (grade 19), to the Solicitor General's Office. The
legal assistant will perform tasks associated with federal district court
litigation and client advice matters. The current legal secretary does not
have the expertise to complete these tasks and therefore, lawyers have to
assist. The work is not attorney-level work and the attorneys already have
caseloads. The current situation is unproductive because it takes attorneys
away from their appellate caseload. Adding a legal assistant will realign
work duties for attorneys in the division and allow them to focus on their
appellate work.

General Fund 62.9

Tobacco Enforcement 90.3

The Executive recommends $90,300 General Fund and 1.0 FTE position,
Attorney, for the Tobacco Enforcement Unit within the Attorney General's
Office. This will enable the Office to adequately defend Tobacco Master
Settlement Agreement challenges that are expected in FY 2007 while
maintaining diligent enforcement of the Escrow Statute. There are
currently two attorneys whose primary job is to enforce the Escrow
Statute. Neither attorney has additional time to defend challenges to the
Master Settlement Agreement. The additional attorney will protect
Arizona’s $17 million payment from the Master Settlement Agreement.
The payments are dedicated to Arizona’s Health Care Cost Containment
System.

General Fund 90.3

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Grand Jury 160.0 160.1 160.1 160.1
SLI Victims' Rights 2.704.4 3.228.3 32283 32283
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Prosecution of Crimes Related to Illegal
Immigration: Human Trafficking, Drug
Trafficking, and Employment and other
Identity Fraud

1,320.2

The Executive recommends $1.3 million in General Fund appropriation to
add 18.0 FTE positions to prosecute crimes related to illegal immigration.
Caseloads have increased due to drug trafficking, human trafficking, and
employment fraud.

The Attorney General's Drug Unit has seen a 73% increase in caseload
between FY 2002 and FY 2005, and has not had an increase in staff or
funding for this program. This recommendation provides 2 attorneys, 1
Special Agent — Investigator (grade 21), 2 Legal Secretaries (grade 16), and 1
Administrative Services Officer (grade 21) for the increasing caseloads in
the Drug Unit.

Laws 2005, Chapter 2, mandates human smuggling as a Class 4 Felony.
This change in law setves as the basis of criminal prosecution of human
traffickers. Within the past year, the Attorney General's Office received
approximately 50 new cases related to human trafficking. The prosecution
of human smugglers should decline the homicide rate, the number of home
invasions, and the number of coyote-related extortions, robberies, and
rapes. This recommendation provides two Attorneys, one Special Agent —
Investigator (grade 21), two Legal Secretaries (grade 16), and one Legal
Assistant/Project Specialist (grade 20) for the new Human Trafficking
caseload.

According to the Federal Trade Commission (FT'C), in calendar year 2004
Arizona ranked #1 in the country for reported identity theft per capita.
Undocumented immigrants use fraudulent identities and social security
documents to secure employment in Arizona. Identity theft related to
employment fraud in Arizona is 31.2%, while the national average is 13%.
There is currently one attorney who handles identity theft caseload within
the Attorney General's Office. During the past year, the number of identity
theft cases in the Attorney General's Office increased by over 100 new
cases. This recommendation provides two Attorneys, one Special Agent —
Investigator (grade 21), two Legal Secretaries (grade 106), and one
Administrative Assistant (grade 17) for the growing caseloads related to
identity theft.

General Fund 1,320.2

Staff Safety and Security 59.0

Capitol Police Records indicate many incidents of Attorney General staff
being accosted by transients in building entryways, parking lots, and
surrounding areas. There are reports of verbal and physical assaults, armed
robbery, and vehicles vandalized within the parking lot. The Executive
recommends $47,500 in ongoing General Fund appropriations to upgrade
the Capitol Police presence at the Attorney General's Office, Law Building
and Capitol Center, and an $11,500 one-time General Fund appropriation
to build a lobby partition in the Capitol Center. This money will be used to
contract two Capitol Police Officers for lobby security and provide for five
hours of a Capitol Police Assistant patrolling the parking lots between 5:00
and 8:00 a.m. and 5:00 and 7:00 p.m.

General Fund 59.0

Performance Measures

FY 2005 FY 2006  FY 2007
Actual  Expected Expected
Percentage of cases resolved using voluntary 10.60 12.00 13.00

settlement agreements

> The voluntary settlement agreement percentage is lower becanse the total number of
cases resolved in FY' 2005 was 200 bigher than in FY 2004, while the total number
of settlement agreements was the same in both FY2004 and FY2005.

Agency Operating Detail - Attorney General - Department of Law

Performance Measures

FY 2005 FY 2006 FY 2007
Actual  Expected Expected

Percentage of death penalty sentences affirmed 57 90 90
by the Arizona Supreme Court
Customer satisfaction rating for client agencies 7.02 7.20 7.20
(scale of 1 to 8, with 8 the highest)
Days to respond to a request for a legal opinion 39 60 60
> FY2005 actual reflects bigh number of same-day and one-day turnarounds.
Percent of agency staff turnover 18.19 18.50 18.50

> Turnover is expected to increase in FY2006 withont an all employee pay raise. The
adoption of a raise will help maintain a well-trained and dedjcated workforce.

Administrative Costs

EY 2007
Administrative Costs 5,348.3
Agency Request 80,491.3
Administrative Cost Percentage 6.64%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency with special line
items.
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Auditor General
Mission:
To independently provide the Legislature, government decision-makers, and

the public with impartial, relevant information, specific recommendations,
and technical assistance to improve state and local government operations.
Description:

The Auditor General is appointed by the Joint Legislative Audit Committee
and approved by a concurrent resolution of the Legislature. By law, the
Auditor General is required to express an opinion on the financial
statements of audited entities, and determine compliance with applicable
federal and Arizona laws and conduct comprehensive performance
evaluations of state agencies and the programs they administer. Effective
July 1, 2001, the Legislature established an audit team to conduct
performance audits of school districts and monitor the percentage of dollars
spent in the classroom.

Administrative Costs

EY 2007
Administrative Costs 1,024.3
Agency Request 16,076.6
Administrative Cost Percentage 6.37%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

Special Note:

Pursuant to ARS § 35-116(B), the Executive does not make a
recommendation on Legislative agencies. For the purposes of developing
the FY 2007 Executive Recommendations, the FY 2006 Appropriations
were used for the Legislative branch recommendations.

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

Program/ Cost Center Actual Approp. Agency Reg. Exec Rec
Auditor General 11.341.6 12.949.3 14.800.5 12.949.3

Agency Total 11.341.6 12.949.3 14.800.5 12.949.3
Category
FTE 179.4 184.4 186.4 184.4
Personal Services 7.980.4 8.788.6 10.109.5 8.788.6
ERE Amount 2.065.2 2.446.3 2.660.6 2.446.3
Prof. And Outside Setvices 398.6 403.1 666.1 403.1
Travel - In State 135.7 242.8 245.8 242.8
Travel - Out of State 14.9 4.5 4.5 4.5
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 729.8 738.4 756.4 738.4
Equipment 17.0 325.6 357.6 325.6

Agency Total 11,341.6 12,949.3 14,800.5 12,949.3
Fund
General Fund 11.341.6 12.949.3 14.800.5 12.949.3

Agency Total 11.341.6 12.949.3 14.800.5 12.949.3

Performance Measures
FY 2005 FY 2006 FY 2007
Actual  Expected Expected

Percentage of single audit reports accepted by 100 100 100
cognizant agency
Percentage of administrative recommendations 93 90 90
implemented or adopted within two years for
performance audits
Percentage of single audit recommendations 31 65 65
implemented or adopted within one year for
financial audits
Percentage of legislative recommendations 50 60 60
implemented or adopted within two years
Percentage of staff turnover 17.4 27 27
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Department of Commerce
Mission:

To provide state leadership to create and retain quality jobs and strengthen
Arizona's economic base.

Description:

As the State’s principle economic development agency, the Department
develops and implements the state’s economic development plan directed at
creating and retaining quality jobs statewide. Accordingly, the Department
implements strategies that promote Arizona’s global competitiveness;
collects and disseminates economic and business-related information;
supports community infrastructure and economic planning in rural areas;
facilitates the coordination of the state’s workforce development system;
supportts the expansion of existing businesses, including small and minority-
owned businesses; conducts targeted business attraction to enhance
economic diversification; and promotes international trade and investment.

SLI Rural Economic 244.5 304.0 304.0 570.8

Development

SLI Economic 146.7 104.0 104.0 104.0
Development Matching

Funds

SLI Main Street 166.1 130.0 130.0 130.0
SLI Rural Economic 45.2 45.0 45.0 45.0

Development Initiative
(REDI) Matching Grants
SLI Military Airport
Planning

4.875.1 4.900.0 4.900.0 4.900.0

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Administration and Finance 2.192.0 2.487.5 2.561.5 2.487.5
Business Development 3.105.4 3.258.7 3.258.7 28.470.2
Workforce Development 153.3 2.730.6 2.730.6 3.230.6
Community Development 6.416.6 6.496.4 6.496.4 6.763.2

Agency Total 11.867.3 14.973.2 15.047.2 40.951.5
Category
FTE 87.9 74.9 75.9 81.9
Personal Services 3.115.3 3.349.5 3.394.5 3.664.5
ERE Amount 904.7 1.084.9 1.096.7 1.137.5
Prof. And Outside Services 1.454.8 6.259.9 6.259.9 6.334.8
Travel - In State 92.7 78.2 78.2 101.9
Travel - Out of State 84.7 91.5 91.5 91.5
Aid to Others 5.145.4 214.0 214.0 554.0
Other Operating Expenses 1.012.0 1.269.4 1.285.1 1.391.9
Equipment 57.7 60.3 61.8 63.2
Debt Service 0.0 0.0 0.0 46.7
Transfers Out 0.0 2.565.5 2.565.5 27.565.5

Agency Total 11,867.3 14,973.2 15,047.2 40,951.5
Fund
General Fund 8.584.3 11.450.1 11.524.1 39.675.8
Lottery Fund 245.2 257.0 257.0 257.0
Commerce Development 98.3 131.1 1311 131.1
Bond Fund
Commerce and Economic 2.822.1 2.970.2 2.970.2 722.8
Development
Oil Overcharge Fund 117.4 164.8 164.8 164.8

Agency Total 11.867.3 14.973.2 15.047.2 40.951.5

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Women & Minority- 94.5 110.5 110.5 110.5
Owned Business

SLI Small Business Advocate 103.4 108.3 108.3 108.3
SLI International Trade 1.265.8 1.319.3 1.319.3 1.319.3
Offices

SLI CEDC Commission 245.2 257.0 257.0 257.0
SLI Nation Law Center 200.0 200.0 200.0 200.0
SLI Advertising and 581.2 659.2 659.2 659.2
Promotion

SLI Sonora Trade Office 0.0 25.0 25.0 25.0

Agency Operating Detail - Department of Commerce

Executive Recommendations

FY 2007
Executive Issues

CEDC Fund - Funding Shift and Restoration 0.0

The recommendation transfers $2,247,400 and 7.0 FTE from the
Commerce and Economic Development Commision (CEDC) Fund to the
General Fund. Funding for the CEDC’s financial assistance programs is
currently derived from two special instant lottery games conducted each
fiscal year by the State Lottery Commission. Current statutes requite that no
more than 21.5% of the revenues from those games be transferred to the
CEDC Fund. CEDC Fund monies provide financial assistance for business
retention, expansion and relocation in the state. The Fund also helps to
create and expand economic activities in disadvantaged areas of the state.
The Department’s business development and retention activities are
significantly impeded due to the unstable funding mechanism and limited
resources in the CEDC Fund. Rather than providing funding from the
General Fund or other funding sources, the Legislature has appropriated a
large portion of the CEDC Fund ($2,970,200 in FY 20006). The relatively
high ongoing obligations imposed through the appropriation process have
restricted the CEDC's efforts to meet its statutory mandate in providing
economic and business assistance as intended in the 1989 enabling
legislation. The Department is at a competitive disadvantage when
recruiting new companies because the program is unable to fulfill its role as
the strategic “deal closing” tool. The recommendation will help restore the
integrity of the program and strengthen the State’s efforts for job creation
and business investment.

General Fund

Commerce and Economic Development

2,247.4
(2,247.4)

CEDC Projections - Annual Revenues vs.
Appropriations
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Rural and Tribal Economic Development 266.8

The recommendation includes $266,800 and 4.0 FTE positions to
strengthen the Department’s efforts to promote and sustain rural and tribal
economic development efforts. The recommended funding includes
$133,400 and 2.0 Tribal Economic Development Specialists to focus on
removing bartiers to business investment and exploring development
opportunities that are pertinent and specific to Arizona tribes, such as in
the areas of energy systems and workforce development. Tribal
communities continue to be challenged with higher unemployment rates,
and a large percent of homes do not have proper utilities. The
recommendation also provides 2.0 additional Business Development FTE
positions and $133,400 to enable the Department to adequately respond to
service demands from rural and small communities. The Department
reports that demand for state-level economic development assistance from
small communities continue to increase, but budget cuts and limited
resources have hindered the Department's ability to respond in a timely
mannet.

General Fund 266.8

211.5

The recommendation provides $211,500 for the Small Business Support
Center to provide needed resources in two critical areas: $141,000 and 2.0
Small Business Specialists to provide professional and technical support to
Arizona small business and technology-focused entrepreneurs that are
expanding efforts to move products and services from proven concepts to
commercialization; and $70,500 and 1.0 Capital Investment Administrator
to implement the Certification Program, established in Laws 2005, Chapter
316 (Small Business Investment).

General Fund

Small Business Support Center

211.5

Jobs For Arizona Graduates 500.0

The Executive recommendation provides $500,000 for the Jobs for
Arizona's Graduates (JAG) program. This activity targets academic
remediation and job preparation services to young people in and out of
school. On-site services include work readiness and survival skills, career
counseling, academic remediation — including GED’s available through
Literacy Volunteers of Maricopa County. The JAG program offers
membership to a national student led organization with a local chapter
focused on leadership, career, social skills development and community
setvice.

General Fund 500.0

25,000.0

The Executive recommendation provides $25.0 million to capitalize
Innovation Arizona initiative that will focus to promote investment and job
creation through science-based research and ensure strategic value for the
State's long-term competitiveness and quality of life. The recommendation
also supports introducing legislation to establish a new financing and
administrative structure that will ensure adherence to the business and
strategic objectives of the program. Monies invested will be directed to
make Arizona a favorite location for science and technology innovation and
to attract world-class researchers. The recommended funding will serve as a
source for use-inspired research and development initiatives resulting in
products in targeted industries, which, through commercialization, will
expand and diversify Arizona's industrial base and its economy.

Innovation Arizona

General Fund 25,000.0
Performance Measures
FY 2005 FY 2006 FY 2007
Actual  Expected Expected
Percent of surveys marked "very good" or 83 80 80
"excellent" from annual survey of Administration
Division's internal customers
Total number of jobs created by companies 2,974 3,500 3,500

participating in the Enterprise Zone program
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Performance Measures

FY 2005 FY 2006 FY 2007
Actual  Expected Expected
Capital investment made by companies 505 625 625
participating in Enterprise Zone program
(property tax and income tax programs) (in
millions)
Potential foreign investors attracted to Arizona 15 7 8
for site visits
Number of companies recruited to rural locations 10 10 10
Average hourly wage rate per job 19.97 18.50 19.00
>> Based on companies receiving business development assistance.
Jobs created by companies utilizing Commerce 9,600 7,400 8,000
Business Development programs
Number of new company relocations, expansions 37 55 55
Number of companies assisted 127 130 130
Number of workers under contract to be trained 24,223 25,000 25,000
> Forecasted to go through training to increase their job skills.
Number of projects attracted or facilitated n/a 350 400
Administrative Costs
EFY 2007
Administrative Costs 1,272.6
Agency Request 44.134.5
Administrative Cost Percentage 2.88%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency with special line
itens.

FY 2007 Executive Budget



Arizona Community Colleges

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

Program/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Operating State Aid 109.347.8 115.302.6 115.302.6 119.478.3
Capital Outlay State Aid 18.787.1 19.579.7 19.579.7 20.295.6
Equalization Aid 15.480.1 17.443.4 17.443.4 20.012.7
Gila Provisional 325.0 0.0 0.0 0.0
Community College
Dine College 1.750.0 1.750.0 1.750.0 1.750.0

Agency Total 145.690.0 154.075.7 154.075.7 161.536.6
Category
FTE 0.0 0.0 0.0 0.0
Personal Setvices 0.0 0.0 0.0 0.0
ERE Amount 0.0 0.0 0.0 0.0
Prof. And Outside Setvices 0.0 0.0 0.0 0.0
Travel - In State 0.0 0.0 0.0 0.0
Travel - Out of State 0.0 0.0 0.0 0.0
Aid to Others 145.690.0 154.075.7 154.075.7 161.536.6
Other Operating Expenses 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0

Agency Total 145,690.0 154,075.7 154,075.7 161,536.6
Fund
General Fund 145.690.0 154.075.7 154.075.7 161.536.6

Agency Total 145.690.0 154.075.7 154.075.7 161.536.6

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Operating Cochise 6.232.7 7.828.5 7.828.5 8.349.0
SLI Operating Coconino 3.025.0 3.147.7 3.147.7 33225
SLI Operating Gila 0.0 274.6 274.6 294.8
SLI Operating Graham 5.252.4 5.370.4 5.370.4 5.370.4
SLI Operating Maricopa 51.290.5 54.863.3 54.863.3 57.528.3
SLI Operating Mohave 3.710.0 3.710.0 3.710.0 4.196.9
SLI Operating Navajo 44123 44123 44123 44123
SLI Operating Pima 19.593.5 19.593.5 19.593.5 19.593.5
SLI Operating Pinal 5.659.1 5915.8 5.915.8 6.014.7
SLI Operating Yavapai 4.724.5 4.738.7 4.738.7 4.738.7
SLI Operating Yuma/La Paz 5.447.8 5.447.8 5.447.8 5.657.2
SLI Capital Outlay Cochise 912.2 965.6 965.6 1.052.3
SLI Capital Outlay Coconino 355.7 383.0 383.0 421.3
SLI Capital Outlay Gila 0.0 61.1 61.1 65.5
SLI Capital Outlay Graham 509.5 535.7 535.7 525.8
SLI Capital Outlay Maricopa 10.372.2 10.977.9 10.977.9 11.421.9
SLI Capital Outlay Mohave 492.0 491.0 491.0 597.5
SLI Capital Outlay Navajo 586.3 576.9 576.9 568.9
SLI Capital Outlay Pima 3.297.8 3.268.0 3.268.0 3.262.9
SLI Capital Outlay Pinal 711.1 768.2 768.2 789.8
SLI Capital Outlay Yavapai 683.8 686.9 686.9 678.5
SLI Capital Outlay 866.5 865.4 865.4 911.2
Yuma/ILa Paz

SLI Equalization Cochise 3.151.3 3441.8 3441.8 3.857.4
SLI Equalization Graham 9.588.0 10.417.1 10.417.1 11.504.0
SLI Equalization Navajo 2.134.8 2.735.7 2.735.7 3.373.2
SLI Equalization Yuma/La 606.0 848.8 848.8 1.278.1
Paz

Executive Recommendations

EY 2007
Executive Issues

Operating State Aid 4,175.7

The Executive recommends $4.2 million for FY 2007 in increased operating
aid for the 11 community college districts. Pursuant to A.R.S. § 15-14606,
the operating aid formula provides new funding for enrollment growth and
holds harmless those districts with declining enrollment. The Executive’s
recommendation is based on the most recently audited full-time student
equivalent (FTSE) count of 120,064 for FY 2005, this represents a 3.6%
increase from the prior year’s FTSE, and an average of $960 per FTSE
count. Seven districts are due to receive increases: Cochise - $520,500;
Coconino - $174,800; Gila - $20,200; Maricopa - $2,665,000; Mohave -
$486,900; Pinal - $98,900; and Yuma/Ia Paz - $209,400. Graham,
Navajo, Pima, and Yavapai experienced decreased enrollment but were held
harmless and receive no reduction in State funding.

General Fund 4,175.7

Capital Outlay State Aid 715.9

The FY 2007 Executive recommendation of $715,900 increases capital
outlay aid for the 11 community college districts. The capital outlay aid
formula provides $210 per FTSE for districts with less than 5,000 FTSE
and $160 per FTSE for districts with 5,000 or more FTSE. Seven districts
are due to receive increases: Cochise - $86,700; Coconino - $38,300; Gila -
$4,400; Maricopa - $444,000; Mohave - $106,500; Pinal - $21,600; and
Yuma/La Paz - $45,800. Due to declining enrollment, reductions in capital
outlay aid occurred in districts as follows: Graham - ($9,900); Navajo -
($8,000); Pima - ($5,100); and Yavapai - ($8,400).

General Fund 715.9

Equalization Aid 2,569.3

For FY 2007, the Executive recommends an increase of $2.6 million for
equalization aid to rural community college districts with low property
wealth. The formula provided in A.R.S. § 15-1468 sets a minimum primary
assessed valuation (AV) amount based on the total valuation growth of all
rural districts. If a district’s valuation is below the minimum assessed value,
the lesser of $1.37/$100 AV or the district’s actual tax rate is applied to the
difference to calculate the district’s equalization aid allocation. For FY 2007,
the minimum AV amount is $946,293,300, which is attributable to 9.74%
valuation growth from tax year 2004 to tax year 2005. Four districts
qualified for increased equalization aid: Cochise - $415,600; Graham -
$1,086,900; Navajo - $637,500; and Yuma/La Paz - $429,300.

General Fund 2,569.3

The Executive recommends a lump-sum appropriation to the agency with special line
itenss.

Agency Operating Detail - Arizona Community Colleges
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Corporation Commission
Mission:
To exercise exclusive state regulatory authority over public service
corporations (public utilities) in the public interest; to grant corporate status
and maintain public records; to ensure the integrity of the securities

marketplace; and to foster the safe operations of railroads and gas pipelines
in Arizona.

Description:

The Corporation Commission was established by Article 15 of the State
Constitution and is composed of five elected commissioners.
Commissioners are currently serving terms which expire in 2006 or 2008.
As of the 2006 election, all seats will be four year terms. Staffing is
provided in seven divisions, each headed by a director serving under the
Commission's Executive Director, who is the chief executive officer and
responsible for the day-to-day operations of the divisions. The
Commission's primary responsibilities include reviewing and establishing
public utility rates, regulating the sale of securities, and administering the
Arizona Corporations Code. The Commission also serves as the repository
of corporate annual reports and other publicly available documents filed by
corporations in accordance with state law.

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Same Day Service 0.0 348.6 270.6 270.6
SLI Railroad Warning 54.5 0.0 0.0 0.0
Systems

SLI Utility Audits and 0.0 380.0 380.0 380.0
Studies

SLI Same Day Service 0.0 149.8 129.8 129.8

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Administration 2.565.0 2.544.9 2.644.9 2.644.9
Hearings 1.069.5 1.258.1 1.335.5 1.278.1
Corporations 3.722.8 4.902.0 48121 4.677.9
Securities 4101.4 4.525.9 4.627.9 4.525.9
Railroad Safety 508.9 549.5 549.5 549.5
Pipeline Safety 1.104.2 1.154.1 1.154.1 1.154.1
Utilities 5.669.4 6.246.5 6.223.5 6.121.5
Legal 1.581.2 1.657.7 1.721.0 1.657.7
Information Technology 2.101.0 2.373.5 2.756.3 2.353.5

Agency Total 22.423.4 25.212.2 25.824.8 24.963.1
Category
FTE 302.8 312.8 319.8 312.8
Personal Setvices 13.352.6 15.382.3 15.998.3 15.382.3
ERE Amount 3.704.0 4.593.2 4.728.1 4.593.2
Prof. And Outside Services 1.065.1 872.4 872.4 872.4
Travel - In State 271.4 282.1 282.1 282.1
Travel - Out of State 95.3 130.9 130.9 130.9
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 3.070.3 3.182.5 32133 31825
Equipment 779.2 768.8 599.7 519.7
Transfers Out 85.5 0.0 0.0 0.0

Agency Total 22,423.4 25,212.2 25,824.8 24,963.1
Fund
General Fund 49479 5.133.0 5.133.0 5.133.0
Utility Regulation Revolving 11.122.4 12.078.2 12.566.9 12.142.8
Pipeline Safety Revolving 54.2 0.0 0.0 0.0
Securities Regulatory & 3.115.6 3.505.5 3.664.9 3.562.9
Enforcement
Public Access Fund 2.349.5 3.623.2 3.587.7 3.252.1
Securities Investment 793.1 828.2 828.2 828.2
Management Fund
Arizona Arts Trust Fund 40.7 441 441 441

Agency Total 224234 25.212.2 25.824.8 24.963.1

Executive Recommendations

FY 2007
Standard Adjustments
Rent Standard Adjustment 0.0
Utility Regulation Revolving 0.0
Executive Issues
One-Time Equipment Expenditures (249.1)

For FY 2007, the recommendation includes a dectease of ($244,100) from
the Public Access Fund and a decrease of ($5,000) from the Utility
Regulation Revolving Fund for an FY 2006 appropriation of one-time
equipment.

Utility Regulation Revolving (5.0
Public Access Fund (244.1)
Information Technology Division Fund Shift 0.0

The recommendation includes a fund shift in the Commission's
Information Technology Division. The new apptropriation would more
appropriately match the Division's planned projects throughout the agency.
There is no net change in funding for this issue.

Utility Regulation Revolving 69.6
Security Regulatory and Enforcement 57.4
Public Access Fund (127.0)
Performance Measures
FY 2005 FY 2006 FY 2007
Actual  Expected Expected
Range of days to process expedited requests - 25-30 8-10 1-3
corporate filings
Range of weeks to process regular requests - 20-25 9-11 3-5
Corporate Filings
Total active corporations and Limited Liability 432,692 501,922 582,230
Corporations recorded
Number of complaints 234 300 300
Number of grade crossing accidents 34 35 35
Total number of Interstate pipeline safety 1 10 10
violations
Administrative Costs
EFY 2007
Administrative Costs 2,544.9
Agency Request 26,230.0
Administrative Cost Percentage 9.70%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency with special line
itenss.
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Department of Corrections
Mission:
To recruit and recognize a well-trained, professional work force to serve
and protect our communities and their crime victims by effectively
employing the field’s best security practices and proven pre-release
programming to prepare for the release and reintegration of ex-offenders as
civil, productive citizens.
Description:
The Department serves and protects the people of the State by
incarcerating inmates in its correctional facilities, and supervising released
offenders in the community in keeping with the field’s best practices
notably, periodically assessing their needs and risks and providing
commensurate levels of supervision and program services that promote
literacy, employability, sobriety and accountability to crime victims, thereby
reducing the likelihood of relapse, revocation and recidivism and increasing
the likelihood the felon population will be law-abiding, productive citizens
when their sentence is served and they are released.

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007
DProgram/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Prison Operations and 638.518.5 701.446.3 862.338.0 821.774.8
Services
Community Corrections 7.750.9 8.911.1 9.931.8 8.411.1
Administration 24.635.3 32.448.1 36.178.7 32.448.1
Agency Total 670.904.7 742.805.5 908.448.5 862.634.0
Category
FTE 10.322.4 9.726.9 10.587.4 9.748.9
Personal Setvices 346.596.4 304.818.6 410.540.2 399.462.6
ERE Amount 123.328.6 138.158.9 150.702.5 143.504.0
Prof. And Outside Setvices 69.296.5 117.122.2 196.714.4 184.909.5
Travel - In State 417.6 278.4 281.6 279.7
Travel - Out of State 158.3 134.3 157.6 134.3
Food 30.552.8 33.846.8 33.846.8 33.849.2
Aid to Others 237.4 240.2 240.2 240.2
Other Operating Expenses 75.379.2 85.293.5 99.086.5 94.743.1
Equipment 3.099.5 1.957.6 15.923.7 4.556.4
Captial Outlay 623.0 955.0 955.0 955.0
Transfers Out 21.215.4 0.0 0.0 0.0
Agency Total 670,904.7 742,805.5 908,448.5 862,634.0
Fund
General Fund 632.206.5 697.612.4 863.755.4 819.810.9
Corrections Fund 31.121.8 29.024.3 29.024.3 29.024.3
State Education Fund for 1.356.9 1.528.9 1.528.9 1.528.9
Correctional Education
DOC - Alcohol Abuse 4441 599.3 599.3 599.3
Treatment
Transition Office Fund 0.0 351.4 351.4 351.4
Transition Program Drug 0.0 500.0 0.0 0.0
Treatment Fund
Prison Construction and 4.160.9 10.250.0 10.250.0 10.250.0

Operations Fund
Penitentiary Land Earnings 492.0 869.2 869.2 869.2

State Charitable, Penal & 1.122.5 2.070.0 2.070.0 200.0
Reformatory Land Earnings
Agency Total 6709047  742.805.5 9084485  862.634.0

SLI 0.0 18.227.7 18.227.7 18.227.7
Overtime/Compensatory
Time
SLI Private Prison Per Diem 0.0 74.118.4 74.118.4 65.113.4
Executive Recommendations

EY 2007
Executive Issues
Bed Plan 29,941.9

The Executive Recommendation continues the plan for new prison beds
adopted during the 2003 2nd Special Session. The current expenditure
recommendation projects an inmate population growth rate of 100 per
month through the end of FY 2007. During FY 2006 the Department was
funded for 1,176 of the 2,064 contractually available provisional beds.
However, in the fall of 2005 the Department was notified that it must
vacate 645 beds in the private prison at Newton, Texas. The Executive
recommendation for FY 2007 provides an additional 645 provisional beds
to offset the loss of the Texas beds and funds 1,000 new private prison
beds beginning in December 2006 and 255 additional provisional beds for
the full year to accommodate the inmate population growth.

General Fund 29,941.9

Executive Plan for Prison Beds - FY 2007

Projected Projected Projected

Month Population Capacity Recommended Changes Bed Deficit

Nov-05 30,007 Vacate 645 Beds in Newton,

Texas

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

Agency Operating Detail - Department of Corrections

Jul-06 34,154 31,795 Fund 888 Provisional Beds (2,359)
Available in Existing Contracts
Replace Funding of 645
Newton, Texas Beds with 645
New Provisional Beds
Add 255 New Provisional Beds
Dec-06 34,654 32,795 Open 1,000 New Private Beds (1,859)
Authorized in 2003 Special
Session
Jun-07 35,254 32,795 (2,459)
Cost of Executive Bed Plan
FY 2006 FY 2007
Funding  FY 2007 Annual-
Base Cost ization
1,176 Provisional Beds in FY 2006 20,805
2,064 Provisional Beds in FY 2007 41,435 20,630
1,000 New Private Beds 11,692 11,692 0
645 Newton, Texas Beds 9,005 0 (9,005)
900 New Provisional Beds 0 18,317 18317
Total Costs 41,502 71,444 29,942
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Correctional Officer Pay 39,047.1

The Executive recommendation addresses several problems with the
cutrent pay structure of Correctional Officers, including high vacancy rates,
difficulty hiring new officers, retention problems, low pay compared to
competitors, salary compression that causes many sergeants to earn less
than the people they supetvise, complicated geographical stipends and
bonuses, large amounts of overtime and compensation time pay, forced
overtime and low pay that leads to burnout and resignations, and vacancy
savings that must be used to fund overtime, compensation time, stipends
and bonuses.

The proposed pay plan raises officer pay for all ranks to near that paid by
competitors, eliminates geographical stipends and bonuses, eliminates the
salary compression problem, provides annual pay increases for promising
and competent officers in each rank up to mid-range pay, fully funds any
overtime and compensation time pay, and is a multi-year plan that requires
funding in only the first year because the current distribution of officer pay
and ranks is so skewed.

General Fund 39,047.1
Comparison of Current Starting Pay for Officers
Maricopa  State Pima  State
State | County minus % County  minus %
Prisons Jails County Difference | Jails County Difference

Correctional Officer 11 Current Pay is $26,364

Van Pool 1,457.2
The Executive recommends replacing 33 of the existing van-pool fleet of
67 vehicles and adds another 17 vans to reduce a waiting list of about 200
people. By the end of FY 2006, the average mileage of all existing vans will
be roughly 180,000 miles.

General Fund 1,457.2

Health Care 30,386.5

Since FY 2001, appropriations for health care have increased by 3.2% per
year while health care expenditures have increased by 8.5% per year. The
8.5% increase is actually less than might have been expected, considering
that the inflation rate that has been approved for AHCCCS rates during
that time has averaged 6.9% per year and the inmate population has grown
by 4.1% per year, for a combined rate of 11% per year. In recent yeats, the
Department has implemented several changes to reduce costs and improve
processing efficiency. Previously, the shortage was managed by the use of
vacancy savings and holding compensation time liabilities until the
following year. Because of the higher than expected vacancy rates in FY
2000, this is not possible in FY 2006. In FY 2007 the shortage of health
care funds will exceed the ability of the Department to cover them with
vacancy savings, even if vacancy rates are reduced.

General Fund 30,386.5
Department of Corrections Health Care
Appropriations and Expenditures

(Thousands of
Dollars)
150,000
100,000
50,000 -
%7 FY FY FY FY FY FY
FY2001 2002 | 2008 | 2004 | 2005 | 2006 | 2007
CAppropriation | 75,243 | 79,600 | 85,344 | 84,639 | 86,285 | 88,125 | 18512
EExpenses 76,246 | 76,939 | 83,062 | 93,483 | 101537 | 14,755 | 18,512
Substance Abuse 785.2

The Executive recommends the second phase of a three-phase inctease for
substance abuse treatment for inmates and parolees. In FY 2005, 13 FTE
positions were appropriated to increase substance abuse treatment.
Currently, 83% of the prison population, or about 27,000 inmates, are in
need of some form of substance abuse treatment, but only a portion of
them — between 8,000 and 9,000 at any given time — can receive treatment.
The recommended amount includes 13 FTE positions and provides
treatment for another 1,400 inmates.

General Fund 785.2
Border Work Crews 729.7

The Executive recommends three new inmate work crews of 24 inmates
each to perform debris and trash cleanup and brush clearing along the
border area. This recommendation provides 9.0 FTE Correctional Officer
positions. Included in the recommended amount is $354,000 for one-time
equipment expenses.

General Fund 729.7

26,364 31,179 (4,815) -18% 29,093 (2,729) -10%
Sergeant Current Pay is $32,841
32,841 40,913 (8,072) -25% 44,059 (11,218) -34%
Lieutenant Current Pay is $35,430
35,430 51,729 (16,299) -46% 46,261 (10,831) -31%
Captain Current Pay is $38,536
38,536 63,024 (24,488) -64% 68,353 (29,817) -77%

Current Correctional Officer Il Starting Pay

Compared to Other Jurisdictions
State
State Other minus

Prisons Places  County % Difference County or City
26,364 31,657 (5,293) -20% Pinal County
26,364 23,636 2,728 10% Gila County
26,364 31,285 (4,921) -19% Chandler
26,364 32,779  (6,415) -24% Tempe
26,364 32,240 (5,876) -22% Mesa
26,364 30,624 (4,260) -16% Apache Junction
26,364 33,009 (6,645) -25% Scottsdale
26,364 28,403 (2,039) -8% Clendale
26,364 34,005 (7,641) -29% Federal
26,364 30,700  (4,336) -16% Yavapai County
26,364 24,964 1,400 5% Yuma County
26,364 24,897 1,467 6% Mohave County
26,364 23,358 3,006 11% La Paz County
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Fuel Costs 425.4
In FY 2005 the Department paid an average price of $1.82 per gallon for
fuel. According to the Energy Information Administration, the Department
can expect to pay an average of $2.29 per gallon in FY 2007. The
recommended amount makes up the difference.

General Fund 425.4
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Replacement Equipment 2,000.0

The Executive Recommendation provides for the replacement of
equipment. The Department has avoided replacement equipment
expenditures in recent years due to funding shortages. However, the need is
clear, as the Department's fleet of 1,927 vehicles averages 100,000 miles and
12 years in service.

General Fund 2,000.0

15,555.5

During FY 2006 the State was able to offset General Fund expenditures
with the use of $15.6 million in federal funds and $1.8 million in State
Charitable, Reformatory, and Instititutions funds. This offset cannot be

Expenditure Shift

repeated in FY 2007.
General Fund 17,425.5
State Charitable, Penal & Reformatory Land (1,870.0)
Transition Program Drug Treatment Fund (500.0)

The Transition Program Drug Treatment Fund was created during the 2003
Second Special Session in an effort to expand drug treatment for inmates as
they leave incarceration . At that time, $500,000 was approrpriated to the
Fund for FY 2005 as startup funding. However, the legislation did not
include an appropriation from the Fund for expenditure authority, causing
delays in implementation. Subsequently, the startup funding was continued
into FY 2006.

The revenues to the Transition Program Drug Treatment Fund in FY 2007
are expected to be lower than originally anticipated. The Executive
recommendation aligns expenditures with available revenues to the Fund.

Transition Program Drug Treatment Fund (500.0)
FY 2006 Supplemental Recommendations

FY 2006

Correctional Officer Pay 1,189.3

Because local law enforcement agencies that directly compete with the
Department for officers are implementing large pay increases during the
spring of 2006, the Executive recommends implementing the recommended
Correctional Officer pay package on May 1, 2006 at a cost of $7.2 million.
Due to the importance of this issue, the Department is striving to
implement the pay package this year, with the diversion of $2 million of
non-appropriated funds and $4.1 million appropriated monies, previously
allocated for other purpose,s to reduce the FY 2006 supplemental amount
to $1.2 million.

General Fund 1,189.3

Performance Measures
FY 2005
Actual

Number of escapes of inmates from any location 0 0 0

FY 2006  FY 2007
Expected Expected

> Includes escapes from both state and private prisons, both within secure perimeters of
prisons and exterior work crews.

Average daily inmate population 32,393 34,888 34,231
Average daily bed deficit 2,112 2,161 3,315
Administrative Costs

EFY 2007
Administrative Costs 36,178.7
Agency Request 958,224.8
Administrative Cost Percentage 3.78%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency.

Compensation Time 3,000.0

The vacancy rate among Correctional Officers has risen from 11.5% in July
2004 to 19.4% in November 2005. This large increase has pushed the
amount of overtime and compensation time for officers above the $18.2
million appropriated for FY 2006. Current projections are for overtime and
compensation time liabilities to reach $37 million this year. While the
vacancy savings associated with the higher vacancy rate can cover much of
the overtime expenses, the Department is expected to end the year
approximately $3.0 million short. The Executive is recommending a
supplemental appropration for that amount.

General Fund 3,000.0

Health Care 26,630.0

The magnitude of the health care shortfall in FY 2006 combined with the
lack of availability of funding sources used in recent years to cover the
shortfall has produced the need for a supplemental appropriation.

General Fund 26,630.0

Agency Operating Detail - Department of Corrections
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Arizona State Schools for the Deaf and the Blind
Mission:
To work together with the parents, school districts, advocacy organizations,
business and community members to create nurturing environments in
which sensory impaired children feel valued, develop their unique abilities,
strive to achieve academic excellence, and develop skills to help students
become productive and responsible members of society. This mission is
based upon the belief that all children with sensory impairments can learn
and that every effort must be made to ensure that students are provided
with a thorough and efficient education in a safe environment where
students can fulfill their academic potential.

Description:

The Arizona State Schools for the Deaf and the Blind (ASDB) consists of a
variety of programs that provide education and evaluation to sensory-
impaired children and youth from birth to 22 years of age. School-aged
children are served in one of the site based schools located in Tucson or
Phoenix or in their home school district through one of the five Regional
Cooperative programs. In addition to educational and evaluation services,
the ASDB Tucson campus provides a residential program. Sensory
impaired preschool children are served in both Tucson and Phoenix.
Infants and toddlers with vision or hearing loss receive setvices in their
homes throughout the State. ASDB also provides comprehensive
evaluation services for a limited number of referred sensory impaired
children with multiple disabilities.

Agency Summary

Eliminate TET Fund 0.0

The Executive recommends that the 0.16% distribution from the
Telecommunications Excise Tax (TET) to ASDB be eliminated and
reallocated to the other two recipients: the Commission for the Deaf and
the Hard of Hearing and the Poison Control Fund. Pursuant to A.R.S. § 42-
5252, TET revenues are derived from a surcharge on land-line telephone
charges. These revenues have steadily declined by 26% from FY 2002 to FY
2005, and the decline is expected to continue as more telecommunication
customers switch from land lines to wireless phone systems. To
permanently address the volatility of the revenue source and its unstable
effect on the ASDB operating budget, the Executive recommends that the
TET appropriation of $991,400 from FY 2006 be eliminated and replaced
with a General Fund appropriation.

General Fund 991.4
SDA Telecommunications Tax Fund (991.4)

Air Conditioning for Dorms 300.0

The Executive recommends $300,000 to install air conditioning units in
three dormitories at the Tucson Campus. The current evaporative coolers
do not generate cool enough temperatures to maintain a comfortable living
environment for heat-sensitive children with multiple disabilities.

General Fund 300.0
Assistive Technology 0.0

The Executive recommends the continuation of one-time funding of
$143,100 from FY 2006 for additional assistive technology devices, such as
Braille Notes and Braille writers, which essentially serve as laptop
computers for children with visually impairments. These computers include
sophisticated screen reader capabilities (characters on the screen are read
aloud to the user) and along with refreshable displays allow visually
impaired students access to technology tools that will expose the student to
a wide range of curriculum not previously accessible through textbooks and
traditional educational delivery methods.

General Fund 0.0

Performance Measures

FY 2005 FY 2006 FY 2007
Actual  Expected Expected

Percent of parents rating overall qualify of 92 95 95
services as good or excellent based on annual
survey
Percent of Phoenix students successful in n/a 90 90
transition settings three years after graduation
Percent of parents satisfied with the quality of the 90 95 95
program in Phoenix
Percent of Tucson students successful in 89 90 90
transition settings three years after graduation
Percent of parents satisfied with the quality of the 91 95 95

program in Tucson

FY 2005 FY 2006 FY 2007 FY 2007

Program/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Phoenix Day School 7.839.1 8.951.9 9.012.0 8.951.9
Tucson Campus 13.710.6 15.593.2 14.986.0 15.893.2
Regional Cooperatives 1.309.3 1.691.9 1.765.1 1.691.9
Preschool 4.347.0 4.744.6 6.754.0 4.744.6

Agency Total 27.206.0 30.981.6 32.517.1 31.281.6
Category
FTE 608.4 587.2 606.7 587.2
Personal Services 17.795.0 20.180.3 20.977.4 20.180.3
ERE Amount 5.612.6 6.461.3 6.716.8 6.461.3
Prof. And Outside Services 581.9 663.4 663.4 663.4
Travel - In State 489 60.3 60.3 60.3
Travel - Out of State 7.8 3.5 3.5 3.5
Food 137.8 128.0 128.0 128.0
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 3.022.0 3.341.7 3.967.7 3.341.7
Equipment 0.0 143.1 0.0 143.1
Captial Outlay 0.0 0.0 0.0 300.0
Transfers Out 0.0 0.0 0.0 0.0

Agency Total 27,206.0 30,981.6 32,517.1 31,281.6
Fund
General Fund 13.677.1 16.173.3 18.087.9 17.464.7
Telecommunications Excise 1.267.0 991.4 612.3 0.0
Tax Fund
Schools for the Deaf & 12.261.9 13.816.9 13.816.9 13.816.9
Blind Fund

Agency Total 27.206.0 30.981.6 32.517.1 31.281.6

Executive Recommendations
EY 2007

Executive Issues
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Administrative Costs

EY 2007
Administrative Costs 3,764.9
Agency Request 54,627.4
Administrative Cost Percentage 6.89%

The agency request represents all funds, not just appropriated funds.
These administraive costs ate estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation by program.

FY 2007 Executive Budget



State Board of Dispensing Opticians
Mission:

To protect the visual health of the citizens of Arizona by regulating and
maintaining standards of practice in the field of opticianty.

Description:

The Board of Dispensing Opticians examines and licenses professionals to
practice in the field of opticianry and licenses optical establishments. This
Board is distinguished from the Board of Optometry, which regulates
optometrists and ophthalmologists, whereas dispensing opticians fill orders
for and fit persons with corrective eyewear. The Board of Dispensing
Opticians accepts complaints against licensees, investigates allegations, and
administratively adjudicates complaints. The Board serves 623 opticians
and 258 optical establishments licensed to practice in the state, as well as all
Arizona citizens who receive these professional services.

Administrative Costs

EY 2007
Administrative Costs 6.2
Agency Request 102.7
Administrative Cost Percentage 6.04%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation to the agency.

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

DLrogram/ Cost Center Actunal Approp. Ageney Reg. Exec Rec
Licensing and Regulation 84.9 96.9 102.7 102.7

Agency Total 84.9 96.9 102.7 102.7
Category
FTE 1.0 1.0 1.0 1.0
Personal Services 45.6 48.2 53.2 53.2
ERE Amount 13.3 12.5 13.3 13.3
Prof. And Outside Setvices 20.0 29.1 29.1 29.1
Travel - In State 2.9 3.0 3.0 3.0
Travel - Out of State 0.0 0.0 0.0 0.0
Aid to Others 0.0 0.0 0.0 0.0
Other Operating Expenses 3.1 4.1 4.1 4.1
Equipment 0.0 0.0 0.0 0.0

Agency Total 84.9 96.9 102.7 102.7
Fund
Dispensing Opticians Board 84.9 96.9 102.7 102.7

Agency Total 84.9 96.9 102.7 102.7

Executive Recommendations
FY 2007

Executive Issues
Executive Director Salary 58

In accordance with the approval of the Board of Dispensing Opticians on
September 23, 2005, the Executive recommends $5,000 for a salary increase
and $800 in ERE for the Executive Director. This recommendation is in
addition to the proposed statewide increase of 7.5%. Currently, in
comparison to other state employees in similar position, the Board of
Dispensing Opticians' Director's salary is at 90.2%; this recommendation,
combined with the statewide adjustment, will bring the position to a
comparable level.

Dispensing Opticians Board 5.8

Performance Measures

FY 2005 FY 2006 FY 2007
Actual  Expected Expected

Optician licenses issued 34 35 35
Establishment renewal applications processed 270 280 285
Complaints about licensees received and 18 20 20
investigated

Number of days from receipt of complaint until 89 90 90
completion

Agency Operating Detail - State Board of Dispensing Opticians
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Department of Economic Security
Mission:

To promote the safety, well-being and self-sufficiency of children, adults,
and families.

Description:

The Department of Economic Security (DES) was established to provide
an integration of direct services to the people of Arizona. This integrated
structure improves coordination of economic opportunities and the delivery
of human services. Children, families, the elderly, and individuals with
developmental disabilities are able to access an array of programs and
services through a single state agency.

In order to fulfill our mission to promote the safety, well-being, and self-
sufficiency of Arizona's children, adults, and families, the Department
administers a system of human service delivery that provides critical
protective and assistance services each month to well over one million of
Arizona’s most vulnerable populations. DES works closely with a network
of community organizations and providers, as well as federal agencies that
oversee Department programs, other state agencies, and Native American
tribes in the delivery of services to the citizens of Arizona.

The core purposes of DES are:

Protection and Safety
Strong and Stable Families and Individuals
Maximizing Individual Independence

These core purposes serve as the framework and foundation for the DES
vision that every child, adult, and family in the state of Arizona will be safe
and economically secure.

General Fund
Arizona Job Training Fund

Workforce Investment
Grant

Temporary Assistance for
Needy Families

Child Care and
Development Fund

Special Administration Fund

Child Support Enforcement
Administration Fund

Domestic Violence Shelter
Fund

Child Abuse Prevention
Fund

Children and Family
Services Training Program
Fund

Public Assistance
Collections Fund

Department Long-Term
Care System Fund

Spinal and Head Injuries
Trust Fund

Utility Assistance Fund
Risk Management Fund
Indirect Cost Recovery
Fund

Agency Total

596.389.6
3914.4
53.959.3

226.539.4

104.475.1

196.0
13.197.8

1.571.0

593.8

51.1

190.1

18.956.2

2.177.8

287.5
381.1
0.0

1.022.880.2

630.214.3
0.0
55.706.3

2464711

116.188.1

2.158.5
13.197.8

1.700.0

1.569.7

209.6

473.0

244319

2.508.3

500.0
271.5
1.000.0

1.096.600.1

713.108.1
0.0
55.706.3

237.771.1

114.888.1

2.158.5
13.197.8

1.700.0

1.569.7

209.6

473.0

244319

2.508.3

500.0
271.5
1.000.0

1.169.493.9

728.620.3
0.0
55.706.3

237.771.1

114.888.1

2.158.8
13.197.8

1.700.0

1.569.7

209.6

473.0

244319

2.508.3

500.0
742.3
1.000.0

1.185.477.2

Agency Summary

FY 2005 FY 2006 FY 2007 FY 2007

Program/ Cost Center Actual Approp. Ageney Reg. Exec Rec
Administration 37.520.7 39.479.3 41.392.1 43.906.2
Benefits and Medical 197.530.9 194.224.6 180.023.5 177.265.1
Eligibility
Child Support Enforcement 18.382.1 18.651.6 20.584.3 18.710.0
Children, Youth and 219.910.3 238.231.7 270.622.8 274.126.2
Families
Employment and 270.360.5 287.194.7 311.523.0 306.879.7
Rehabilitation Services
Developmental Disabilities 53.863.9 69.599.5 68.846.1 71.777.1
Long Term Care 190.763.7 209.771.9 235.891.4 238.770.3
Aging and Community 34.548.1 39.446.8 40.610.7 54.042.6
Services

Agency Total 1.022.880.2 1.096.600.1 1.169.493.9 1.185.477.2
Category
FTE 3.902.7 3.950.5 4.099.2 4.007.7
Personal Services 121.770.5 137.697.2 142.894.6 142.044.9
ERE Amount 39.293.8 45.203.6 46.905.9 46.646.9
Prof. And Outside Setvices 14.321.4 11.294.7 11.308.2 11.531.0
Travel - In State 2.507.2 3.641.0 3772.4 3.746.9
Travel - Out of State 74.7 41.8 43.3 44.6
Food 381.9 2.541.2 2.541.2 2.541.2
Aid to Others 795.590.9 852.812.7 915.520.2 933.183.0
Other Operating Expenses 42.301.6 37.033.1 38.591.0 38.459.6
Equipment 6.336.6 5.968.5 7.550.8 6.912.8
Captial Outlay 301.6 366.3 366.3 366.3

Agency Total 1,022,880.2  1,096,600.1  1,169,493.9 1,185,477.2
Fund
30

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Lease-Purchase
Equipment
SLI Finger Imaging

SLI Attorney General Legal
Services

SLI Public Assistance
Collections

SLI Tri-Agency Disaster
Recovery

SLI TANF Cash Benefits
SLI General Assistance
SLI Tuberculosis Control
SLI FLSA Supplement

SLI Ttibal Pass-Thru
Funding

SLI Genetic Testing

SLI Central Payment
Processing

SLI Attorney General Legal
Services

SLI County Participation
SLI Adoption Services
SLI Children Services

SLI Intensive Family
Services

SLI Comprehensive Medical
and Dental Program

SLI Healthy Families

22477

580.2
509.1

3155

381.1

154.652.9
3917.4
28.9
608.9
3.802.5

42.4
1.000.6

2.546.2

474.8
27.446.8
70.852.8

1.985.6

2.057.0

8.950.0

1.799.0

726.7
657.4

485.7

271.5

152.859.1
4.260.8
32.2
508.9
4.288.7

72.4
2.018.5

2.813.7

1.384.1
34.246.8
0.0
1.985.6

2.057.0

13.750.0

1.799.0

726.7
894.7

485.7

271.5

138.659.1
4.260.8
32.2
508.9
4.288.7

72.4
2.018.5

3.286.5

1.384.1
40.501.4
0.0
1.985.6

2.057.0

13.750.0

1.799.0

726.7
893.4

485.7

742.3

135.900.7
4.260.8
32.2
508.9
4.288.7

42.4
1.648.5

2.872.1

1.234.1
42.814.9
0.0
1.985.6

2.057.0

13.750.0
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SLI Family Builders Pilot
Program

SLI TANF Deposit to SSBG
SLI CPS Appeals

SLI CPS Expedited
Substance Abuse Treatment
Fund

SLI Attorney General Legal
Services

SLI Child Abuse Prevention

SLI Permanent
Guardianship (Ch. 251)

SLI Homeless Youth
Intervention (Ch. 328)

SLI Substance Abuse
Treatment

SLI Residential Drug
Treatment

SLI Adoption Services -
Family Preservation Projects

SLI Children Support
Services

SLI Emergency Placement
SLI Foster Care Placement
SLI Residential Placement
SLI JOBS

SLI Job Search Stipend
SLI Day Care Subsidy

SLI Transitional Child Care

SLI Vocational
Rehabilitation Services

SLI Independent Living
Rehabilitation Services

SLI Work-Related
Transportation

SLI Workforce Investment
Act - Local Governments

SLI Workforce Investment
Act - Discretionary

SLI Summer Youth
Employment and Training

SLI Case Management

SLI Home and Community
Based Setvices

SLI Institutional Services
SLI ATP-Coolidge

SLI State-Funded Long
Term Care Setrvices

SLI Case Management

SLI Home and Community
Based Services

SLI Institutional Services
SLI Medical Services
SLI ATP-Coolidge

SLI Adult Services

SLI Community and
Emergency Services

SLI Coordinated Hunger
Program

SLI Coordinated Homeless
Program

4.500.0

22.613.1

639.2

224.5

8.147.6

593.8
3.873.2

400.0

4.787.7

0.0

0.0

0.0

0.0

0.0

0.0
18.895.6
30.0
132.879.8
37.999.9
3.453.4

2.113.3

302.2

48.262.2

2.035.9

1.000.0

3.500.0
26.469.7

139.6
601.8
19.711.2

9.574.4
136.850.2

5.068.3
26.559.9
3.848.5
10.291.9
5.712.4

1.757.2

2.770.5

5.200.0

0.0

659.4

224.5

9.048.0

819.7
4.196.5

400.0

5.000.0

75.0

1.000.0

42.195.7

7.892.2
12.227.5
21.754.6
22.942.3
0.0
148.720.1
329119

3.489.8

24919

0.0

48.040.6

3.614.0

0.0

4.044.0
34.025.3

294.9
5.689.1
21.802.4

10.439.9
152.282.7

5.421.6
28.220.4
3.970.1
11.599.3
5.924.9

1.786.6

2.804.9

5.200.0

0.0

659.4

224.5

11.767.8

819.7
6.909.5

400.0

5.000.0

75.0

1.000.0

50.247.6

5.222.6
20.937.2
29.159.7
22.942.3
0.0
199.755.0
4.462.0

3.489.8

2.491.9

0.0

48.040.6

3.614.0

0.0

4.044.0
34.025.3

294.9
4935.7
21.802.4

11.231.4
169.620.6

6.075.2
33.579.5
4.833.6
11.599.3
5.924.9

1.786.6

2.804.9

Agency Operating Detail - Department of Economic Security

5.200.0

0.0

659.4

224.5

9.048.0

819.7
6.909.5

400.0

7.500.0

75.0

1.000.0

50.247.6

5.222.6
20.937.2
29.159.7
22.942.3

0.0
198.288.4
(2.529.9)
5.389.1

2.491.9

0.0

48.040.6

3.614.0

1.000.0

4.044.0
38.929.7

294.9
2.962.3
21.802.4

11.225.3
172.517.9

6.075.2
33.579.5
4.825.7
11.599.3
6.424.9

1.786.6

4.304.9

SLI Domestic Violence 8.880.2 10.828.6 10.828.6 13.647.4
Prevention
SLI Community-Based 0.0 1.200.0 1.200.0 1.200.0
Matriage and
Communication Skills
Program Fund Deposit
Executive Recommendations
EY 2007

Standard Adjustments
Rent Standard Adjustment 0.3

Special Administration Fund 0.3
Executive Issues
Child Care Caseload Growth 7,866.1

The Executive recommends an increase of $7.9 million General Fund
approptiation for the Child Care program. The total recommendation
would preclude the need to establish a waiting list in FY 2007 and provide
subsidies for an average of 52,200 children per month. Subsidies are
provided to individuals attempting to achieve independence from the Cash
Assistance (CA) program, those transitioning off of CA, families referred by
Child Protective Services, foster parents, and low-income working families.
In addition to the subsidies, this recommendation would provide for 30
new FTE positions to assist with case management.

General Fund 7,866.1

Child Care Market Rate Survey 7,850.0

The Executive recommends providing $7.9 million from the General Fund
to reimburse childcare providers at the 2000 Market Survey Level. Current
reimbursements are at the 1998 level.

General Fund 7,850.0

Child Care and Development Fund Backfill 0.0

Past surpluses of Child Care and Development Fund (CCDF) money have
been spent, leaving a funding cliff that must be filled. The Executive
recommends rolling forward $10.3 million from the last quarter of FFY
2007 to the last quarter of SFY 2007 to reduce this shortfall. The
remaining balance must be backfilled with $1.3 million General Fund

appropriation.
General Fund 1,300.0
Child Care and Development Fund (1,300.0)
Child Care Administration: Consolidation of 0.0

Line Items

The Executive recommends reducing the Transitional Child Care Line Item
by $32.9 million in the Child Care Development Fund appropriation and
$4.5 million in General Fund appropriation and increasing the Day Care
Subsidy Line item by the corresponding amounts. By doing so, the
Department will be able to effectively manage a single childcare subsidy
program through the Day Care Subsidy Special Line Item. The
Department will maintain existing tracking and reporting controls.

General Fund 0.0
Child Care and Development Fund 0.0
Temporary Assistance for Needy Families 0.0

Federal Block Grant Backfill

The Executive recommends replacing the $8.7 milion in Temporary
Assistance for Needy Families (TANF) appropriation with $8.7 million
General Fund. Currently the TANF Block Grant is given an expenditure
authority of $246.5 million, in contrast to FY 2007 available funds of $226.5
million. The Executive recommends a 5%, $11.3 million roll-forward in
TANTF funds and an appropriation of $8.7 million General Fund to fund
the issue.

General Fund 8,700.0
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Temporary Assistance for Needy Families (TANF) (8,700.0)

Community Services and Independent Living 8,032.1

Supports

Provides $8.6 million to expand community services and independent living
supports (including provider training) so at-risk seniors can continue to live
and function within the community. Includes $3.2 million to eight local
senior agencies throughout the state to help seniors make informed
decisions about their care, including options available under the Medicare
prescription drug benefit, and for the necessary community infrastructure
to support Arizona’s growing aging population.

General Fund 8,632.1

IT Infrastructure (DES Security) 824.1

The Executive recommendation of an $824,100 General Fund
appropriation provides necessary security upgrades to the DES Information
Technology System. The recommendation complies with the Auditor
General's recently completed sunset audit.

General Fund 824.1

Tri-agency Disaster Recovery 470.8

In FY 2006, funding for the Department's Data Center Disaster Recovery
was inadvertantly cut from $742,300 to $271,500 (Risk Management Fund).
The Executive recommends $470,800 be appropriated from the Risk
Management Fund to reestablish the FY 2005 funding level as suggested by
the Auditor General. This request indirectly supports the Service
Integration Initiative by providing a continuity of services in the event of a
natural disaster or intentional damage.

Risk Management Fund 470.8

Occupancy Transfer 0.0

Historically, each of the Department's programs has its occupancy costs
appropriated to its base budget; yet these costs are paid out of the
centralized administrative area. Because Administration pays occupancy
costs, it requires a transfer of money from each program. The Executive
recommends General Fund reductions for Long Term Care Case
Management ($252,500), Division of Employment and Rehabilitation
Setvices ($33,600), Division of Children, Youth, and Families ($793,400),
and Division of Benefits and Medical Eligibility ($1,100). A corresponding
increase of $1,080,600 to Administration will place existing funding for
occupancy costs in the Administration line. This is a permanent funding
transfer and will not require additional funding,.

General Fund 0.0

Domestic Violence Victim Support 2,818.8

The Executive recommends a $2.8 million General Fund appropriation for
243 emergency shelter beds for 3,564 victims of domestic violence. This
will address neatly 25% of the unmet need for an anticipated 13,900
domestic violence victims. The Department has developed a four-year plan
to eliminate the domestic violence shelter turnaway rate and will phase-in
funding for new domestic violence beds as private shelters bring them
online.

General Fund 2,818.8

Utility Assistance Fund 500.0

The Executive recommends funding the Short Term Crisis Services line
item with a $500,000 General Fund appropriation. Currently this line item
is funded with money from the Utility Assistance Fund. Restrictions on this
funding source do not allow the Department to meet all the needs that
qualify as short term crises.

General Fund 500.0

Support Services for Chronically Homeless 1,500.0

Families

The Executive recommends funding this issue with a $1.5 million General
Fund appropriation. Guided by successful similar programs in New York
and California, Arizona now looks to combat homelessness at its source. By
receiving support services such as job training and substance abuse
treatment, 600 families can reach stability and independence.

General Fund 1,500.0
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Revised Court Procedures 58.4

By order of Maricopa County's presiding Supetior Court judge, all judicial
decisions in that county must go before a judicial officer. As a consequence,
cases that were settled informally must now be settled at a hearing. The
Executive recommendation, along with the appropriate Federal Match,
provides $58,400 General Fund to fund one additonal attorney and one
additional support staff to accommodate the increased number of hearings.

General Fund 58.4

4,494.6

Adoption Services caseload growth is estimated to be 8.77% in FY 2007. As
more children are moved out of the foster cate system, the Executive
recommends a $4.5 million General Fund appropriation to ensure that
these children - many of whom have special needs - find their way into
adoptive homes. The Department provides subsidy payments to parents
adopting a special needs child. ‘Special needs’ is defined in A.R.S. § 8-41 as
a child with physical, mental, or developmental disability, emotional
disturbance, high risk of physical or mental disease, high risk of
developmental disability, age six or more at the time of adoption, sibling
relationship, racial or ethnic factors, or has a high risk of emotional
disturbance if removed from the foster parents. These subsidies are
negotiated on a case-by-case basis and cannot be terminated without the
consent of the adoptive parent.

General Fund

Adoption Services

4,494.6
2,713.0

The Executive recommends funding the anticipated caseload 'natural'
growth of 16% in FY 2007, plus growth due to an additional 10% of
children removed from out-of-home care. The Executive recomends a $2.7
million General Fund appropriation to assist caregivers who do not want to
adopt a child in their care but do want to provide a permanent home to the
child. Typically these are relatives that do not want to sever the parental
rights of kin. Guardians are required to apply for other forms of assistance
before settling on a subsidy amount. The subsidy is based on assistance
programs, regardless of whether the guardian seeks these other forms of
assistance. These subsidies are less than those provided to foster families,
providing the Department with a cost-savings initiative. This program
allows the Department to move children out of foster care. Approximately
19 children per month will be placed in subsidized guardianships.

General Fund

Permanent Guardianship Subsidy

2,713.0

Long Term Care 21,988.6

The Executive recommends providing $22.0 million General Fund to fund
5.25% caseload growth in the Long Term Care population as well as a
3.43% increase in the capitated reimbursement rates. Monies in this
program are used for services to individuals with mental disabilities.

General Fund 21,988.6
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Full Funding of Benchmark Rates 5,821.3

As part of the Health Omnibus Reconciliation Act, the Executive
recommends $5.8 million General Fund appropriations to bring matket
rates up to 100% of the benchmark level. Providers will be reimbursed at
the new levels for capitated services provided to the developmentally
disabled population. This will allow the state-only patients to receive the
same services as the Title XIX patients and avoid the creation of a dual
system.

General Fund 5,821.3

2,879.2

The Executive recommends funding Vocational Rehabilitation with $2.9
million General Fund. Workers with disabilities face challenges in gaining
and maintaining employment. Whether it is a person who has been blind
since birth, an individual recovering from a severe head trauma, or disabled
soldier returning home, these individuals require support and training. The
program funds the training and placement for individuals seeking
employment. By increasing the General Fund dollars in this program, a
favorable federal match will bring in approximately $10.7 million in federal
funds. The expansion of funding for this program will allow 497 individuals
to be removed from a waiting list and serve an additional 3,275 individuals.

General Fund 2,879.2
2,500.0

Vocational Rehabilitation

Joint Substance Abuse Treatment Program
(Arizona Families First)

The Executive recommends funding Arizona Families First as part of a two-
year phase-in of $4.5 million, which will neatly double the expenditure
authority for this nationally recognized program. The increased funding will
allow the Department to supply intensive in-home services to familes in the
CPS system. This issue directly supports the integration initiative by
allowing children to remain safely in their own homes while their parents
seek treatment for substance abuse. The first year of the phase-in will
require $2.5 million million General Fund.

General Fund 2,500.0

Arizona Families F.I.LR.S.T. Referrals
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Foster Care/Adoption Rate Inctrease 6,296.9

The footnote in the FY 2006 General Appropriation Act (Laws 2005,
Chapter 2806, Section 29) states, "It is also the intent of the legislature to
provide an additional 12.5% increase to these rates in fiscal year 2006-
20006." The Executive recommendation is made to address the intent to
increase the subsidies paid to adoptive and foster parents.

General Fund 6,296.9

Agency Operating Detail - Department of Economic Security

Child Safety & Permanency 1,757.3

As the Department continues to reform the Child Protective Services
program, it will focus on supplying intensive in-home services designed to
keep families intact. The Department is developing programs as part of the
integration initiative to allow the reunification of seperated families, thus
reducing the number of children in out-of-home care. For children
remaining in out-of-home care, the focus will be on removing them from
congregate settings and into family foster care. Successes in the TANF
Cash Assistance portion of the integration initiative are anticipated to
generate a General Fund savings of $16.9 million. These savings will be
reinvested into Child Safety and Permanency, offsetting the overall new
General Fund appropriation required for this issue.

General Fund 1,757.3
In Home Cases
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Protection of the Elderly and Physically 1,489.0

Disabled

The Executive recommends a $1.5 million General Fund appropriation to
fund 30 new positions to will allow the Department to investigate 100% of
the reported cases of neglect, abuse, exploitation and abandonment of
vulnerable seniors.

General Fund 1,489.0

DES Core Infrastructure and Desktop Refresh 1,449.9

The Executive recommends $1.4 million General Fund to establish a
program to standardize and refresh desktop computers/servets. Desktops
will be replaced every five years, and new servers will be replaced every
three years. The current equipment ranges in age from five to 15 years. The
Department still uses outdated Pentium I, II, and IIT models.

General Fund 1,449.9

Summer Youth and Training 1,000.0

The Executive recommends a $1.0 million General Fund appropriation to
restore the Summer Youth and Training program, which was eliminated in
FY 2006. Many of the local programs that depended on this funding have
since shut down, reducing the options for at-risk youth seeking to become
productive workers. Without these skills, 1,000 to 1,500 individuals will
probably not earn more than minimum wage and may become dependent
on public assistance.

General Fund 1,000.0

Annualize CPS Workers 1,409.7

In a FY 2006 special session, the Department was appropriated 173.9 Child
Protective Services positions. These positions are being phased in during
FY 2006. The Executive recommends a $1.4 million General Fund
appropriation to annualize the phased-in CPS positions.

General Fund 1,409.7
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Federal Medical Assistance Percentage
Reduction

4,557.0

The FMAP reduction impacts various agencies around the state. Within the
Department, three programs are directly affected: Long Term Care,
Children Services, and Day Cate Subsidy. The Executive recommends
providing $4.6 million General Fund appropriation to meet the increased
State shate of FMAP.

General Fund 4,557.0

Child Support Enforcement Base Modification 0.0

The Department is appropriated excess funds in the special line items for
Child Support Enforcement. These funds are a mix of Child Support
Enforcement Act money, General Fund, and Federal Expenditure
Authority. The Executive recommends a permanent base modification in
which $300,000 will be taken from Genetic Testing, $100,000 will be
removed from Central Payment Processing, and $750,000 will be taken
from County Participation. These funds will be moved to DCSE for
operating expenses, allowing the Department to make incremental
improvements to the Division. No additional funding is required for this
base modification.

General Fund 0.0

Child Support Enforcement Administration Fund 0.0

Performance Measures

FY 2005 FY 2006  FY 2007
Actual  Expected Expected
Child protective services response rate (percent) 100 100 100

> New measure beginning FY 2005. Effective July 1, 2004, CPS responds to all
CPS reports. Prior to FY 2005, the response rate performance measure was CPS
and Family Builders percent response rate.

Total cost per dollar to administer, bill, and .0760 .1000 .1000

collect debts for the DES programs footnoted

below

> Cash Assistance, Food Stamps, General Assistance, Jobs, Foster Care
Overpayment, Business Enterprises, Child Care, Employee Oversight, Refugee
Relocation, Legal Fees and Related Expenses, Division of Developmental
Disabilities, Court Ordered Foster Care Parental Assessment, General Assistance

Interim Reimbursement, and Foster Care Benefit Trust Fund.

Adult Protective Services investigation 83.44 80.60 80.60
petcentage rate

Average cash benefits caseload (unduplicated) 44,345 42,000 42,000
Number of substantiated reports of child 4,000 4,000 4,000

maltreatment

> FY 2004 Actual data are updated and finalized to reflect the results of the CPS
appeals process.  FY 2005 Actual data not considered final until the results of the
CPS appeals process are finalized for all proposed CPS reports taken during the
reporting period.

Number of children with finalized adoptions 882 877 900

Percent of children in out-of-home care who exit 27% 28 26

the child welfare system who achieve permanent

placement through reunification, adoption, or

legal guardianship

S>> Data compares to the total out-of-home care population. *FY 2005 Actual is not
final.

Percent of refugee medical assistance program 100 98.0 98.0

eligibility determinations made within 48 hours of

receipt of a complete application

Percent of total food stamp payments issued 93.1 93.0 93.0

accurately

> This measure is on a federal fiscal year. FY 2005 Actual data are preliminary and
may change as system-generated information is updated. Final data will be available
after the close of the federal fiscal year and subsequent federal reports.

Percent of child protective service reports that 15.0 16.0 16.0
are substantiated
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Performance Measures
FY 2005
Actual

FY 2006 FY 2007
Expected Expected

> FY 2004 Actnal data are updated and finalized to reflect the results of the CPS
appeals process. FY 2005 Actual data not considered final until the results of the
CPS appeals process are finalized for all proposed CPS' reports taken during the
reporting period.

Total average number of children in all child care

programs per month

> *Number of children served is directly related to funding level appropriated by the
Legistature. FY 2004 appropriation was less than actual expenditures in FY
2003. ** Number of children served is directly related to funding level appropriated
by the Legislature. ***FY 2007 assumes no waiting list and full funding.

43.76 43.76

43,135  47,011%*  50,750%**

Ratio of current IV-D child support collected and 43.76

distributed to current IV-D support due

> 1n SEY 2004 the amonnt of current support due increased at a higher percentage
than the amount of current support distributed. There was an increase in the number
of conrt ordered cases from the prior year which cansed an increase in the amonnt of
current support due. While there was also an increase in the amonnt of current
support distributed, the amount dne increased at a higher rate than the amonnt
distributed.

Average cost per job for temporary assistance to 534 790 790

needy families participant in all work activities

> The average cost per client is an estimate for SEY 2005. The final average cost
cannot be calenlated until after January 2006 when all payments for SFY 2005
have been made.

Number of temporary assistance to needy 20,940 22,274 22,274
families employment placements
> FY 2005 Actual reflects staff shortages and high caseloads.
Average number of developmentally disabled 24,059 27,022 28,562
clients served monthly, including state only and
long term care (estimate was based on combined
reports)

Administrative Costs

EFY 2007

Administrative Costs 185,459.3
Agency Request 3,184,635.0
Administrative Cost Percentage 5.82%

The agency request represents all funds, not just appropriated funds.
These administraive costs are estimated for the express purpose of
satisfying A.R.S. § 35-115.5 and should not be used for any other purpose.

The Executive recommends a lump-sum appropriation by program with special line items.
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Department of Education
Mission:
To increase the quality of public education in the State of Arizona by raising

expectations and providing support, resources, and assurances that enable
schools and students to excel.

Description:

The Arizona Department of Education is administered by the
Superintendent of Public Instruction, who is an elected official under the
Arizona State Constitution. The Superintendent leads the State of Arizona
in developing and implementing educational policies. Through the various
programs within the Arizona Department of Education, the Superintendent
oversees direct services to 237 locally governed school districts and 350
Charter Schools operating at over 400 sites. The Department executes the
educational policies through evaluation, training, school improvement
assistance, dissemination of information, and administration and allocation
of funds. The Department also serves as the primary source for current,
reliable, and accurate information on the status and needs of the public
school system.

SLI Additional State Aid 279.818.0 297.213.2 322.476.3 323.684.6
SLI Other State Aid to 3978.9 369.4 1.202.4 1.202.4
Districts

SLI AIMS Intervention and 550.1 5.550.0 5.550.0 5.550.0
Dropout Prevention

SLI Special Education 31.093.9 33.130.5 35.030.5 36.030.5
Vouchers

SLI Extended School Year 404.3 500.0 500.0 500.0
SLI Eatly Childhood Block 19.372.7 19.424.6 19.424.6 19.424.6
Grant

SLI Full Day Kindergarten 21.000.0 38.050.0 38.050.0 143.450.0
SLI Vocational Education 11.198.9 11.256.8 11.256.8 11.256.8

Block Grant
SLI Chemical Abuse 714.9 806.2 806.2 806.2

Agency Summary

SLI School Safety 4.416.4 6.709.7 6.709.7 6.709.7
SLI Teacher Certification 1.147.3 1.438.1 1.438.1 1.438.1
SLI Parental Choice for 938.3 1.000.0 1.000.0 1.000.0
Reading Success
Executive Recommendations

EY 2007
Executive Issues
Minimum Teacher Salary 45,669.1

The Governor’s Committee on Teacher Quality and Support recommended
adopting a statewide minimum teacher salary in order to recruit and retain
individuals to the teaching profession in Arizona. Current disparities in
starting pay give some districts unfair advantage over other districts in
recruiting and retaining quality teachers. Additionally, the State continues
to face difficulties in attracting quality teachers due to available options in
other states offering higher pay. Currently, college graduates earn an
average starting salary of $35,000 per year. With the addition of funds
authorized by voters through Proposition 301, school districts have been
able to increase their base salary amounts but because of the preexisting low
salary structure, there remain 112 Arizona school districts with
approximately 1,750 teachers making under $30,000 per year. The
Executive recommendation for FY 2007 allocates $5.7 million to those
districts to raise their teachers to a minimum base salary of $30,000 per
year. Additionally, another $40 million in FY 2007 will be allocated to all
school districts in order to increase all Arizona teachers’ base pay level.

General Fund 45,669.1

FY 2005 FY 2006 FY 2007 FY 2007
Program/ Cost Center Actual Approp. Ageney Reg. Exec Rec
State Board of 587.0 625.7 625.7 51.294.8
Education/Vocational and
Technological Education
School Finance - Payment 3.051.382.9 3.248.650.7 3.723.463.6 3.667.742.5
and Financial Compliance
School Accountability and 15.897.3 17.433.8 20.491.5 20.491.5
Improvement
Education Setvices 105.591.7 118.608.6 127.437.5 227.437.5
Professional Development 2.268.6 2.762.1 15.762.7 2.762.1
Administration 5.772.2 6.663.0 9.595.2 6.130.2
Agency Total 3.181.499.7 3.394.743.9 3.897.376.2 3.975.858.6
Category
FTE 207.2 214.9 229.9 230.5
Personal Services 8.062.8 10.840.5 11.755.5 10.840.5
ERE Amount 2.189.3 2.747.1 2.974.0 27471
Prof. And Outside Services 12.790.1 9.716.5 13.779.2 13.241.4
Travel - In State 195.8 331.6 343.6 331.6
Travel - Out of State 17.5 10.0 10.0 10.0
Aid to Others 3.095.419.0 3.296.492.6 3.793.135.0 3.765.782.4
Other Operating Expenses 2.486.5 3.259.5 34428 3.259.5
Equipment 295.4 0.0 0.0 0.0
Captial Outlay 0.0 0.0 590.0 0.0
Transfers Out 59.443.3 71.346.1 71.346.1 179.646.1
Agency Total 3,181,499.7 3,394,743.9 3,897,376.2 3,975,858.6
Fund
General Fund 3.127.044.4 33425293 3.837.664.2 3.916.146.6
Teacher Certification Fund 1.652.9 1.991.6 1.991.6 1.991.6
School Accountability Fund 3.078.3 7.000.0 7.000.0 7.000.0
Prop 301
Public Institutions 46.509.1 43.223.0 50.720.4 50.720.4
Permanent School Earnings
School Improvement 3.215.0 0.0 0.0 0.0

Revenue Bond Debt Fund

Agency Total 3.181.499.7 3.394.743.9 3.897.376.2 3.975.858.6

The following is a list of Special Line Items (SLI) which are included in the
numbers above but are reflected here for specific disclosure.

SLI Basic State Aid 2.766.598.6  2.949.069.3 3.397.786.1 3.340.856.7

Agency Operating Detail - Department of Education

Teacher Performance Pay and Professional
Development, Technical Assistance

1,000.0

The Executive recommends $1 million in FY 2007 to the State Board of
Education to design a statewide system for teacher performance pay and
professional development. The Board shall provide school districts with
technical assistance, program and planning guidance in developing
coordinated performance pay structures, similar, but not limited to, Career
Ladder and including Master Teacher components, and to provide regional
coordination of professional development activities. The recommendation
includes 1 FTE at the State Board of Education for a state coordinator
responsible for integrating local or regional performance pay structures and
coordinating regional professional development efforts. Grants may be
allocated for planning and coordination as approved by the Board.
Additionally, the Executive recommendation icludes $1.5 million in FY
2007 to the K12 Center for Technical Assistance at Northern Arizona
University to help schools and districts understand and implement the
National Staff Development Council's Standards for Staff Development
and further implement Master Teacher as recommended by the Governor’s
Committee on Teacher Quality and Support. The K12 Center shall develop
materials by FY 08 for district use in determining alignment of PD with the
standards.

General Fund 1,000.0
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Voluntary Full Day Kindergarten 105,400.0

The Governor launched her Voluntary Full Day Kindergarten (VFDK)
initiative in FY 2005. At that time, 136 schools and approximately 10,000
students received the opportunity to attend voluntary full day kindergarten
at no cost to their parents. In FY 2006, Voluntary Full Day Kindergarten
expanded to a total of 282 schools, serving approximately 24,000 students.
In FY 2006, the General Fund appropriation for the grant funding for these
students was approximately $38 million.

In FY 2007, the Executive recommendation includes an additional $100
million to fully implement the Voluntary Full Day Kindergarten program in
all Arizona school districts not currently participating. This
recommendation assumes that all remaining schools integrate into the
formula currently used by ADE to fund VFDK. Currently, this formula
funds at approximately $3,600 per average daily membership (ADM).

There are approximately 39,000 Kindergarten ADM. This equates to
approximately 78,000 kindergarten students statewide. The number of
ADM is less because, currently, kindergarten students are counted as 1/2
ADM of a student for the purposes of the funding formula. Existing
VFDK students account for approximately 12,000 ADM, funded through
monies currently appropriated for VFDK. The Executive recommendation
of $100 million extends funding to the remaining 27,000 eligible students
that remain funded at %2 ADM due to the current funding formula used by
the Arizona Department of Education for the VFDK grant program and an
additional $5.4 million for the existing VFDK program.

General Fund 105,400.0

1,000.0

The Executive recommends $1 million to the State Board of Education in
FY 2007 to fund research and data collection on best practices for small
schools and create models for implementation. Small schools, defined as
having 599 or less ADM pursuant to A.R.S. § 15-943.01, make up a large
portion of Arizona school districts. Of traditional school districts, 135
districts of 237 districts are designated as small and 152 out of 350 charter
schools are designated as small. Districts and charter schools with this
designation receive additional funding through the small school weight.
The development and implementation of best practices would foster the
most efficient and productive use of those funds.

General Fund

Small Schools Best Practices

1,000.0

1,000.0

The Executive recommends in FY 2007 $1 million to the State Board of
Edcuation for planning grants to improve parent outreach and
communication through websites which include school and district
calendars, grade level, lesson and homework planning, due process for
patents and students and eatly release information. Must include plans to
accelerate and improve the availability of information on school report
cards including testing information. Additionally, a portion of the funds
shall be used to increase school choice outreach to parents, providing
information about available school choice at the local level.

General Fund

Parent Outreach and Communication

1,000.0

1,000.0

In FY 2007, the Executive recommends $1 million to the State Board
Education to fund grants for innovative programs improving math and
science literacy in K-12. Applicants must demonstrate that funded
programs would provide new and innovative ways to increase math and
science skills through specific performance measures and supporting data.

General Fund 1,000.0

Math and Science Literacy
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Integrated Technology Programs 1,000.0

In FY 2007, the Executive recommends $1 million to the State Board of
Education for planning and development to implement integrated
technology programs and professional development grants. The
Governor’s Council on Innovation and Technology issued a report
focusing on technology in the classtoom and integrating that technology
with teaching and learning. Currently, the Department receives federal
funds to implement instructional technology through Title II, Part D of No
Child Left Behind through formula and discretionary grants. Districts
qualify through the Title I Poverty Formula or through a competitive
process. This additional state funding will provide grants for those districts
not currently receiving aid and those needing additional funds in order to
fully and effectively implement their technology plans.

General Fund 1,000.0

Flores v State 45,180.0

Summary: In January of 2000, a federal court found that the State
effectively violated the Equal Education Opportunity Act by failing to fund,
implement, and enforce effective programs to assist non-English speaking
students to learn, speak and write in English. The State agreed to make
necessary changes and to meet the Court's requirements in a consent decree
issued in June of 2001. More recently, the District Court found the State
failed to comply with its orders and has issued sanctions that will result in
increasing daily fines beginning fifteen calendar days after the start of the
2006 legislative session for continuing non-compliance. Several cost studies
have been performed and released. During the 2005 legislative session, the
Governor vetoed HB2718 due to its under-funding of English Language
Learner (ELL) programs and inclusion of a bureaucratic and subjective
grant funding process.

In June 2005, the Governor released a new, detailed legislative proposal in
response to the Flores v. State decision. The proposal creates the English
Language Acquisition Program (ELAP) as a consistent and accountable
method for schools to administer English instruction. As proposed, the
ELAP replaces the Group B weight in the school finance formula. The
Executive proposal recommends a funding level in FY 2007 set at $667 per
pupil. Approximately $254 per pupil is required for FY 2007 to fund ELAP.
As applied to a forecasted 170,000 ADM, the projected cost for FY 2007 is
$43.2 million. The Executive also recommends an additional $2.0 million in
FY 2007, for the Arizona Department of Education for monitoring and
compliance, the State Board of Education for adoption and implementation
of best practices models and standards and to the Auditor General for
school audits pertaining to this issue.

General Fund 45,180.0

Repayment of Rollover 95,500.0

The K-12 Rollover refers to the delay in paying the final month
apportionment of Basic State Aid and Additional State Aid to school
districts from one fiscal year to the next fiscal year. Such a deferment
moves the payment from one fiscal year’s budget to the next fiscal year’s
budget, resulting in a General Fund reduction for the fiscal year of the
originally scheduled payment. Laws 2002, 2nd Regular Session, Chapter
330 deferred $191,000,000 of Basic State Aid and Additional State Aid from
June 15, 2003 to July 1, 2003 (thereby moving the encumbrance from the
FY 2003 budget to the FY 2004 budget). An additional $293,000 was
approptiated in FY 2004 to offset school district’s interest costs incurred
for “floating” the State for two weeks. Since FY 2004, the K-12 rollover
and the funding for interest costs have been extended in FY 2005 and FY
2006. The Executive recommends $95.5 million from the General Fund
for partial repayment of the K-12 rollover.

General Fund 95,500.0

FY 2007 Executive Budget



Transportation Support Level to Include Five
Days

5,500.0

The Executive recommends that the transportation formula (transportation
support level) within the school finance formula, pursuant to A.R.S. §15-
945, be modified to fund 180 school days. Currently, the formula generates
funds for only 175 days of school operation. Although Proposition 301, as
passed by the voters in 2000, increased the number of school days from 175
to 180, the transportation support level was not increased to reflect the
additional days. The recommended $5.5 million for FY 2007 fully funds
the formula.

General Fund 5,500.0
Basic State Aid 245,607.4

Basic State Aid constitutes the State's financial obligation for funding K-12
public schools. A component of Basic State Aid is Equalization Assistance,
or formula funding, for traditional public schools. The average daily
membership (ADM) of each school district from the prior year is multiplied
by a weighted factor (which varies with the grade and special needs of
individual students), and then multiplied by a statutorily determined
support, or per-pupil amount. Since the formula is based on prior
academic year ADM, it may be increased to account for growth during the
current academic year. In determining the equalization base, or spending
limit, the formula incorporates Transportation and Capital funding as well.
School districts receive Basic State Aid when their local share, funded
through property taxes, does not meet or exceed their equalization base
amount. Those Districts able to raise the amount of their equalization base
through their local share do not receive this funding. This equalization
assistance represents State's portion of the K-12 funding, referred to as
Basic State Aid. The concept of "equalization" ensures that all school
districts receive an equal share of the education dollar while taking into
account the financial capacity of each school district.

Traditional school districts are one component of Basic State Aid. Charter
Schools, which are funded using a current year funding formula, juvenile
correctional facilities, and adult correctional facilities (that accommodate
minors) also receive assistance through formulas different from those
employed by traditional school districts.

As required by Laws 2000, Fifth Special Session, Chapter 1, the formula
used to calculate Basic State Aid includes an inflation factor. Pursuant to
AR.S. §15-901.01, from FY 2002 to FY 2006, the inflation factor was set at
2%. However, beginning in FY 2007, the inflation factor is either 2% or
the change in the GDP price deflator from the second preceding calendar
year to the calendar year immediately preceding the budget year, whichever
is less. In FY 2007, the estimated change in the GDP Deflator from FY
2005 to FY 20006 is estimated at 2.5%; therefore, as required by statute, the
inflation factor assumed for calculation of Basic State Aid for FY 2007 is
set at 2%.

In FY 2007, the Executive recommendation of $ 238.1 million from the
General Fund fully funds the K-12 school finance formula using the
following assumptions: (a) 3.2% enrollment growth, (b) 9% NAYV, (c) 2%
deflator, (d) truth in taxation, () 50% for rapid decline districts, and (f)
1.2% to offset the ASRS state retirement rate increase.
General Fund
Public Institution Permanent School Earnings

238,110.0
7,497.4

Agency Operating Detail - Department of Education

Additional State Aid 26,471.4

For FY 2007, the Executive recommendation includes a net increase of
approximately $26.5 million from the General Fund for Additional State
Aid. This assumes no cap on excess utilities and the extension of
desegregation “soft cap” pursuant to Laws 2004, Chapter 278, Section 16.

AR.S.§15-972 requires the State to pay 35% of each homeowner’s primary
property tax rate as a “rebate,” up to a maximum of $500, additionally,
Article IX, Section 18 of the Arizona Constitution limits residential tax
obligations to 1% of the home’s cash value.

General Fund 26,471.4

Assistance to Schools 44.4

In FY 2007, the Executive recommendation includes $44,400 for the
Assistance to School Districts for Children of State Institution Employees
formula program. Pursuant to A.R.S. §15-976, the Assistance to Schools
program supplements funding to school districts for the education of
children whose parents or legal guardians are employed by and domiciled at
the following state institutions: the State Hospital, the Arizona State
Schools for the Deaf and the Blind, mental retardation centers, port of
entry inspection stations and institutions and facilities maintained by the
State Department of Corrections. The combined amount of tuition and
equalization aid per student cannot exceed $7,500.

General Fund 44 .4

Special Education Fund 2,900.0

The Executive recommends a $2.9 million increase from the General Fund
in FY 2007 to the Special Education Fund to meet anticipated costs for its
two programs: Permanent Institutional Vouchers and Special Education
Placement and Residential. The Permanent Institutional Voucher program
formulaically funds costs associated with special education students placed
at the Arizona School for the Deaf and Blind, its regional cooperatives, and
the Arizona State Hospital. When children require private residential
special education institutionalization, the Special Education Placement &
Residential program contributes formula determined funds toward the
educational costs during the placement period. Student placements comes
from the following State agencies: Department of Economic Security,
Department of Health Services, Department of Juvenile Corrections, or the
Administrative Office of the Courts.

General Fund 2,900.0

Certificate of Educational Convenience 788.6

In FY 2007, the Executive recommends $788,600 for the Certificate of
Educational Convenience program. Pursuant to A.R.S. §15-825, the CEC
program funds school districts for costs associated with students who live
in unorganized territories or students who are placed in a school district by
federal or state agencies, such as: a) a rehabilitative or corrective institution,
b) a foster home or child care agency, or c) a residential facility operated by
DES or DHS. CEC's also provide supplemental funding for students who
live in unorganized territories but attend adjacent school districts.

General Fund 788.6

Assessment Section/Achievement 3,057.7

Testing/AIMS

In FY 2007, the Executive recommends $3.1 million for the Achievement
Testing program. Of this amount, $2.4 million represents additional costs
for the AIMS blended test, including costs for contract modifications,
standards review, and additional tests and scoring. The remaining $621,100
is for the Terranova test administered in grades 2 & 9 (AIMS serves grades
3,5, 8, and 10).

General Fund 3,057.7
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Information Factory One-Time Funding
Elimination

(532.8)

In FY 2006, the Arizona Department of Education received one-time
funding of $532,800 for the planning and preliminary design of an "Agency
Information Factory." The proposed data warehouse intends to be a
central repository of statewide education data, including information on
enrollment, student demographics, student achievement, teachers and
cutriculum. Funded specifically as a one time, non-operational, and as a
one-year appropriation, the Executive recommends that the amount of
($523,800) be reversed from the Department's budget.

The FY 2006 appropriation included language in session law limiting these
funds to planning and preliminary design. In addition, it required the
Department to submit separate reports by an independent consultant and
GITA evaluating the plan to the Joint Legislative Budget Committee for
review. Since this review has not yet occutted, the Executive does not
recommend any additional monies for this project at this time.

General Fund (532.8)

528.9

The Executive recommends $528,945 to fully fund the per-pupil amount in
the Gifted Support formula pursuant to A.R.S. § 15-779.03. The statute
provides funding equal to either $1,000, or $55 per pupil for 3% of each
district or charter student count, whichever is greater. The current funding
level of $1,192,500 provides only $41 per pupil. As enrollments have
increased, and since the statute requires the amount of funding be prorated
in case the amount appropriated is insufficient to meet formula needs, the
amount per pupil has declined every year. School districts and charters may
apply for these monies on an annual basis.

Gifted Support

ARS. §15-779 defines a "gifted pupil” as a child who is of lawful school
age, with superior intellect or advanced learning ability, or both. Further,
statutes require that tests be conducted to identify gifted students (score is
at 97th percentile of a nationally normed standardized test), and once
identified, for schools to provide special education to gifted pupils through
expanded course offerings and supplementary services that are
commensurate with the academic abilities and potential of the pupil. The
monies provided through the Gifted Support program allow districts to
provide educational delivery so that gifted students reach higher levels of
academic achievement, workplace skills, and effective participation in

society.

General Fund 528.9
Technical - School Accountability FTE 0.0
Alignment

Pursuant to A.R.S. § 42-5029, the School Accountability program receives
up to $7 million from Proposition 301 revenues. These monies support
14.0 FTE positions in the Department’s Management Information Systems
and Achievement Profiles divisions. In addition, approximately $2.3 million
is used to offset achievement testing costs. The remaining dollars are used
for "Solutions Teams," pursuant to A.R.S. § 15-2041, i.e., master teachers,
fiscal analysts, and curriculum experts to assist underperforming or failing
schools in making changes and/or preparing an improvement plan to assess
the need for changes to curriculum, professional development, and resource
allocation. A.R.S. § 15-2041 allows the Department to hire or contract
personnel for Solutions Teams. At the onset of the program, the
Department elected to contract for services; therefore, no FTE authority
was granted. However, in order to reduce the costs of expensive contract
labor and to maintain uniformity in staffing and institutional knowledge, the
Department has elected to make permanent hires for these positions. The
Executive recommendation of 14.6 FTE positions would provide sufficient
FTE authority for the Department to officially hire these positions. This
recommendation does not result in additional funding.

School Accountability Fund Prop 301 0.0
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FY 2006 Supplemental Recommendations

FY 2006

Basic State Aid 21,400.0

The Executive recommends an additional $21.4 million to cover an
anticipated shortfall in Basic State Aid in FY 2006.

General Fund 21,400.0
Performance Measures
FY 2005 FY 2006 FY 2007
Actual  Expected Expected
Percent of Arizona high school students who 74.0 74.5 75.0

enter 9th grade and graduate within four years

> Fiscal Year data represents class cobort from 2 years previously (i.e. FY 2005 =
Class of 2003).

Number of investigative cases closed 216 225 225
Number of days to process budget analysis from 95 74 65
July 18

Percent of Instructional Improvement Fund (1IP) 33 100 100

payments made on a quartetly basis

Percent of Classroom Site Fund payments made 75 100 100
on a monthly basis

Percent of public education agencies 82 85 88
demonstrating compliance with monitoring

deficiencies within two years

Percent of students with disabilities with 34 37 39
proficient performance in reading in grade 3

Percent of students with disabilities with 17 21 23
proficient performance in reading in grade 5

Percent of students with disabilities with 10 12 14
proficient performance in reading in grade 8

Percent of students with disabilities with 17 19 21
proficient performance in reading in grade 10

Percent of local education agencies in full 47 50 53
compliance with federal, state and ADE policy

issues

Percent of calls that are resolved by the Support 92 80 80
Center

> The call volume is expected to rise dramatically because of the discontinnation of
Regional Training Centers in FY 2006.

Number of schools participating in department 271 275 280

special initiatives

Maximum number of days to process complete 12 10 8

certification applications

Administrative Costs
