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DATE:  August 23, 2005 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: Attorney General – Review of Uncollectible Debts 
 
Request 
 
Pursuant to A.R.S. § 35-150(E), the Attorney General requests that the Committee review its FY 2004 
listing of $10.7 million in uncollectible debts referred to the Attorney General by state agencies for 
collection. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request.  A favorable 
review by the Committee will allow the State Comptroller to remove debt, certified by the Attorney 
General as uncollectible, from the state accounting system.  The report meets 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 and retains the remaining 35% for unit operational costs.  While the Collection Enforcement 
Unit is able to collect monies from many individuals and businesses that owe monies to the state, some 
debts are uncollectible. 
 
The Attorney General’s Office reviewed the cases assigned to the Collection Enforcement Unit.  Based on 
this review, the Attorney General advises that $10.7 million owed to the state is uncollectible.  Of this 
amount, the Attorney General lists: 
 
• $3.6 million due to defunct corporations and limited liability companies; 
• $2.6 million due to insufficient debtor resources; 
• $1.7 million due to settlement; 
• $1 million due to bankruptcy; 
• $0.9 million due to inability to locate the debtor.   
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The remaining $0.9 million is listed as uncollectible due to the debtor being deceased, expiration of the 
statute of limitation, or because the cost of collection exceeds the amount of debt owed. 
 
A debt amount is categorized as uncollectible due to insufficient debtor resources when the Attorney 
General determines that the debtor has no assets, no wages, and a negative credit report.  Depending on 
the circumstances of the case, the Attorney General may wait anywhere from six months to ten years to 
determine a debt is uncollectible due to insufficient debtor resources.  When a debt amount is determined 
to be uncollectible due to insufficient debtor resources and is removed by the State Comptroller from the 
state accounting system, the judgment remains recorded with the state and the lien imposed on the debtor 
is not expunged.  Additionally, state income tax refunds will be offset by the amount of the debt.   
 
Of the $10.7 million, approximately 81% are debts that were owed to four agencies, the Registrar of 
Contractors, the Arizona Department of Revenue, the Industrial Commission, and the Motor Vehicle 
Division within the Arizona Department of Transportation (ADOT).  The remaining 19% are debts owed 
to 34 other agencies.  
 

Uncollectible Debt Recommended for Write-Off by Client Agency 

  Amount Recommended 
for Write-Off Percentage 

 

 Registrar of Contractors $3,300,100 31%  
 Arizona Department of Revenue 2,833,500 26%  
 Industrial Commission 2,135,400 20%  
 ADOT – Motor Vehicle Division 444,200   4%  
 All Others     1,999,100  19%    
      Total $10,712,300  100%  

 
By comparison, the state removed $24.5 million in uncollectible debt from the accounting system in FY 
2003 and $9.5 million in FY 2002.  The FY 2003 amount was much greater than FY 2002 and FY 2004 
because of a small number of high value cases, including $9.2 million from 3 cases involving defunct 
corporations, and $5.9 million from 1 case involving a deceased debtor.  The report includes an 
explanation for each uncollectible debt, the date the debt was determined uncollectible, and the dollar 
amount of each debt. 
 
RS/LR:ck 
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DATE:  August 18, 2005 
 
TO:  Representative Russell Pearce, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Fiscal Analyst 
 
SUBJECT: Arizona Commission on the Arts – Review of the Arizona Arts  
  Endowment Fund and Private Contributions 
 
 
Request 
 
The Arizona Commission on the Arts requests the Committee review the report on private monies that are 
donated for use in conjunction with public monies from the Arizona Arts Endowment Fund. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request.   
 
Since the advent of public funding in CY 1998, the Commission grants have helped to generate private 
donations. From CY 1998 to CY 2000, annual private contributions ranged from $4.4 to $6.6 million.  
The slowdown in the economy reduced annual contributions to between $2.0 and $2.7 million from CY 
2001 to CY 2003.  Private contributions rebounded in CY 2004 with, $5.4 million donated.  Private 
contributions increased due to an improving economy and better communication with arts organizations, 
which allowed the Commission to encourage the arts organizations to raise more private funds for the 
endowment.   

Analysis 
 
Pursuant to A.R.S. § 41-986F, the Committee shall annually review the Commission’s records regarding 
private monies that are donated for use in conjunction with public monies from the Arizona Arts 
Endowment Fund.  The Committee is to compare the level of private contributions to the state’s annual 
$2 million contribution to the Arizona Arts Endowment Fund.  There is no statutory requirement that 
private donations match public appropriations for the Arizona Arts Endowment Fund.  At the time of the 
endowment’s enactment, however, there was an expectation that additional state funding would leverage 
private contributions. 
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The public component of the legislation began in FY 1998 and consists of an annual appropriation of up 
to $2,000,000 to the Arizona Arts Endowment Fund from the General Fund.  These monies are then 
invested by the State Treasurer, who distributes the interest income to the Arts Commission to fund arts 
programs across the state.  Laws 2002, Chapter 1, 3rd Special Session suspended the FY 2002 and FY 
2003 deposit to the Arts Endowment Fund and extended the final deposit to FY 2009 when the fund will 
have accrued $19,000,000.   
 
Since FY 1998, the fund has earned approximately $1,544,500 in interest, $1,480,300 of which has been 
expended.  In FY 2006, the Commission has committed $309,200 of these monies in the form of grants.  
The Arts Endowment Fund will have a principal balance of $13,000,000 in FY 2006. 
 
The private component of the legislation allows the Arts Commission to partner with non-profits such that 
the non-profit may receive, invest, and manage private donations: 1) to its own endowment, 2) to the 
endowment of other arts organizations or 3) to the non-designated portion of the Arizona Arts 
Endowment Fund.  Donors who wish to support endowments of a specific arts organization, such as the 
Phoenix Symphony, may do so.  Such donations are administered by the individual arts organization but 
must conform to the rules adopted by the Arts Commission to qualify as a contribution to the Arizona 
Arts Endowment Fund.  Several smaller arts organizations have arranged for the Arizona Community 
Foundation to administer endowments on their behalf.  The Arizona Community Foundation is a tax-
exempt charitable organization, which manages more than 700 funds with 11 affiliate organizations 
across the state.   
 
Donors who wish to endow the arts generally, without designating a particular arts organization, may do 
so by giving to the private non-designated portion of the Arizona Arts Endowment Fund.  The Arts 
Commission receives the interest income from these non-designated donations and distributes the 
earnings according to its policy.  
 
The table below summarizes private contributions that have been collected since the establishment of the 
Arizona Arts Endowment Fund.  Private contributions were less from 2001 to 2003 than in previous years 
due to the slowing economy.  Contributions increased in CY 2004 due to the improving economy and 
better communication practices by the Arts Commission with their arts organizations.    
 
 

Private Donations to the Arizona Arts Endowment Fund, by Calendar Year 

 1996 1/ 1997 1998 1999 2000 
Designated $1,682,700 $2,973,200 $5,799,600 $3,887,300 $6,559,000
Non-Designated                 0        76,500      545,300      475,900        69,300

Totals $1,682,700 $3,049,700 $6,344,900 $4,363,200 $6,628,300
      
 2001 2002 2003 2004 Total 
Designated $2,044,000 $2,728,500 $1,819,200 $5,066,600 $32,560,100
Non-Designated    (24,400) 2/     (44,500)2/     191,000      162,100     1,451,200

Totals $2,019,600 $2,684,000 $2,010,200 $5,228,700 $34,011,300
____________ 
1/  1996 reporting period is from April 15, when the legislation was passed, to December 31.  
2/  Losses in 2001 and 2002 were a result of overall losses in investments at the Arizona Community Foundation.   

 
RS/LMc:ck 










