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DATE: March 30, 2001

TO: Representative Laura Knaperek, Chairman
Members, Joint Legislative Budget Committee

THRU: Richard Stavneak, Director

FROM: Gina Guarascio, Senior Fiscal Analyst

SUBJECT: ATTORNEY GENERAL - REVIEW OF UNCOLLECTIBLE DEBTS

Request

Pursuant to A.R.S. § 35-150(E), the Attorney General requests that the Joint Legislative Budget
Committee review its FY 2000 listing of uncollectible debts referred to the Attorney General for
collection.

Recommendation

The JLBC Staff recommends a favorable review of the request.  The report appears to meet the
requirements of A.R.S. § 35-150(E).

Analysis

The Attorney General’s Collection Enforcement unit functions as a collection service for past due
debts owed to state agencies, boards and commissions.  The unit returns 65% of collected monies to
the client agencies.  While the Collection Enforcement unit is able to collect monies from many
individuals and businesses that owe monies to the state, for a variety of reasons, some debts are
uncollectible.  In the past, there has been no procedure to “write-off” uncollectible debt, so they
continued to be carried in the state’s accounting system.  Laws 1999, Chapter 300 created a
procedure for the State Comptroller to remove uncollectible debts from the state accounting system,
after receiving annual notice of uncollectible debt from the Attorney General and review by the Joint
Legislative Budget Committee.  This request represents the first of these annual reports.

The Attorney General’s Office reviewed the cases assigned to the Collection Enforcement Unit.
Based on this review, the Attorney General advises that $7,638,412 owed to the state is uncollectible.
Included as uncollectible are those monies that will not be recovered due to debtor bankruptcy,
settlement, insufficient resources of the debtor, or the inability to locate the debtor. Of this amount,
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approximately 74% are debts that were owed to three agencies, the Arizona Department of Revenue,
the Industrial Commission, and the Registrar of Contractors.  The remaining 26% are debts owed to
24 other state agencies.   The Attorney General’s Office is unable to estimate whether the FY 2000
uncollectible debt will prove to be average amount.  According to the Attorney General’s Office, a
variety of factors will influence this amount, including the condition of the economy.

Uncollectible Debt Recommended for Write-Off by Client Agency

Amount Recommended
for Write-Off Percentage

Arizona Department of Revenue $2,862,691 37%
Registrar of Contractors  1,748,320 23%
Industrial Commission  1,050,386 14%
All Others  1,977,015 26%
     Total $7,638,412 100%

The JLBC Staff recommends a favorable review of this report.
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DATE: March 30, 2001

TO: Laura Knaperek, Chairman
Members, Joint Legislative Budget Committee

THRU: Richard Stavneak, Director

FROM: Gina Guarascio, Senior Fiscal Analyst

SUBJECT: OFFICE OF THE ATTORNEY GENERAL – REVIEW OF ALLOCATION
OF SETTLEMENT MONIES (GRANT WOODS V. AMERICAN
TOBACCO, INC.)

Request

Pursuant to a footnote in the General Appropriation Act, the Attorney General requests review of
the allocation of funds received pursuant to a case settlement.

Recommendation

The JLBC Staff recommends a favorable review of this request.  The allocation plan appears to
be reasonable and provides for reimbursement of actual expenses.

Analysis

The FY 2000 and FY 2001 General Appropriation Act contains a footnote that requires Joint
Legislative Budget Committee review of the allocation or expenditure plan for settlement monies
over $100,000 received by the Attorney General or any other person on behalf of the State of
Arizona.  In November of 1998, the Attorney General reached a settlement with the tobacco
industry in which Arizona will receive about $2.8 billion over the first 25 years.  In addition, the
settlement provided for reimbursement of the Attorney General’s in-house costs and attorneys’
fees, to be paid separately by the tobacco industry.  This request deals with the allocation of the
attorneys’ fees portion of the tobacco settlement.

As part of the tobacco settlement, the National Association of Attorneys’ General (NAAG) was
designated as the mechanism for review of expenses and determination of payment related to
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attorneys’ fees.  NAAG reviewed the expenses submitted by the Attorney General’s Office and
determined that $1,160,064 was due to the state for reimbursement of these costs pursuant to the
agreement.  The Attorney General’s Office proposes the following allocation of these monies:

Attorney General --
     Consumer Fraud Revolving Fund $494,168
     Anti-Trust Revolving Fund 424,452
     Anti-Racketeering Revolving Fund 73,168
Department of Revenue (DOR) 109,000
Arizona Health Care Cost Containment System (AHCCCS) 36,525
Department of Health Services (DHS) 22,750
     TOTAL $1,160,064

The allocations to DOR, AHCCCS, and DHS were based on actual costs paid by these agencies
during the course of the tobacco settlement litigation.  To determine the allocation among the
Attorney General’s funds, the Attorney General first reimbursed each fund for actual expenses
incurred during the tobacco settlement litigation.  The remainder was divided between the Anti-
Trust Revolving Fund and the Consumer Fraud Revolving Fund.

The Anti-Trust Revolving Fund is used to support the on-going operations of the Economic
Competition Unit of the Attorney General’s Office.  Attorneys’ salaries, however, are excluded
by statute from being paid from this fund.   The Consumer Fraud Revolving Fund is used to
support the Consumer Protection and Advocacy Unit, which reviews and responds to consumer
fraud complaints.  The fund supports investigators, but as with the Anti-Trust Revolving Fund,
the salaries of attorneys may not be paid from this fund.

The lawsuit filed against the tobacco industry by the Attorney General including counts relating
to consumer fraud and anti-trust violations of statute. While it is impossible to determine the
relative importance of each of these charges in the final settlement reached with the tobacco
industry, JLBC Staff believes it is reasonable to assume that the counts relating to consumer
fraud and anti-trust violations influenced the final settlement.  Therefore, the allocation plan
submitted by the Attorney General appears reasonable, and the JLBC Staff recommends a
favorable review of the Attorney General’s allocation plan for monies received pursuant to the
attorneys’ fees component of the tobacco settlement.
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DATE: April 2, 2001

TO: Representative Laura Knaperek, Chairman
Members, Joint Legislative Budget Committee

FROM: Richard Stavneak, Director

SUBJECT: REPORT ON RECENT AGENCY SUBMISSIONS

Request

The JLBC has received a number of statutorily required reports during the past month.  Each report is
briefly described below.

Recommendation

The reports are for information only and no Committee action is required.  We do not intend to discuss
the reports at the JLBC meeting unless a member has a question.  If any member knows in advance that
they will have questions, we would appreciate knowing that before the meeting so as to ensure the
relevant agency is available.

Reports

1) Supreme Court - Report on Criminal Case Processing and Enforcement Improvement Fund and the
State Aid to the Courts Fund

The Supreme Court is required to report on the Criminal Case Processing and Enforcement Improvement
Fund and the State Aid to the Courts Fund yearly by January 8, 2001.  The report includes progress of
criminal case processing projects in each Arizona county, as well as the expenditure of the State Aid to
the Courts Fund monies for the prior fiscal year.  The report also includes an evaluation of statewide court
collection efforts for FY 2000.  In FY 2000, statewide court revenue collections increased by 2.7% while
case filings increased by 1.4%.  In the area of restitution, the courts reported an increase in collections by
6.3% from FY 1999 to FY 2000. Lastly, the report identifies three statewide strategic projects to improve
court collections:  1)  administering the Judicial Collection Enhancement Fund and Traffic Case
Processing Fund, 2) working with the Arizona Judicial Enforcement Network to identify “best practices”,
and 3) developing a section of the Court Order Enforcement Standards manual to highlight the best
collection practices from around the state and the nation.
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2) Arizona Department of Transportation - Local Transportation Assistance Fund Report

A.R.S. § 28-8103 requires the Arizona Department of Transportation (ADOT) to submit an annual report
on the allocation of certain Local Transportation Assistance Fund monies by January 1st of each year.
We received ADOT's report on March 14, 2001.  ADOT reports that they allocated the statutory
maximum of $18,000,000 from the Local Transportation Assistance Fund in FY 2000 to counties and
local governments, including 83% for transit capital and operating projects and 17% for other
transportation purposes.

3) Department of Health Services - Report on Tobacco Tax Program Evaluations.

Pursuant to A.R.S. § 36-2907.07, the Department of Health Services (DHS) is required to evaluate the
programs funded from the Medically Needy Account of the Tobacco Tax and Health Care Fund and to
submit an annual report on these evaluations to the Committee by November 1 of each year.  The FY
2000 Annual Report contains evaluations of 17 programs funded from the tobacco tax.  DHS reports that
since 1996, almost $139 million has been allocated from the Medically Needy Account to 62 providers.
The funds are used for a variety of health care programs, including Primary Care Programs, Health
Facilities Construction, Telemedicine, the AIDS Drug Assistance Program, and Behavioral Health
Services.

In past years, the JLBC Staff has expressed concerns that, although the annual report has contained
detailed data about the programs funded through the Tobacco Tax, it typically has not provided actual
evaluations of the effectiveness or outcomes of the programs.  The FY 2000 report contains program data
and information on utilization for 17 major program areas but does not provide sufficient evaluations of
the effectiveness or efficiency of the programs, as required by A.R.S. § 36-2707.07.

Most of the program evaluations focus on the number of clients served and the services utilized but lack
information about whether the programs are meeting their stated goals and objectives.  Although A.R.S. §
36-2707.07 does require DHS to report information on client demographics and the services offered by
each program, the statute also requires the department to estimate “the benefits and effects of providing
health care services to persons who cannot afford those services or for whom there would otherwise be no
coverage.”  In many cases, the program’s outcomes are measured as the number of services provided
rather than how well the programs are meeting the goals of providing services to individuals who have no
other sources of health care coverage.

We recognize that, for some programs, the evaluations are limited due to lack of data and incomplete
reporting.  The report contains recommendations to improve data collection and reporting methods that
should make future evaluations more comprehensive.  The department has indicated willingness to work
with the JLBC Staff to improve future evaluations of the Tobacco Tax programs.

4) Department of Economic Security - Bimonthly Report on Arizona Works.

As the vendor for the state’s Arizona Works pilot welfare program, MAXIMUS is required to report
bimonthly on Arizona Works.  It submitted its latest report on March 15.  Total caseloads in Arizona
Works decreased 5.4% from July to January; over the same period of time, welfare caseloads in the rest of
Maricopa County increased 9.7%. The report also indicates that the contract for the expansion of the pilot
into Mohave County, scheduled for January 1, 2001, is still pending.

RS:lm




