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Background
Laws 1993, Chapter 252, as amended by Laws 1995, Chapter 283 established the Program
Authorization Review (PAR) process. That legislation outlined the following procedures for the
PAR process:

. The budget unit responsible for the relevant PAR program shall submit a self-assessment of
the program to the Directors of the Joint Legislative Budget Committee (JLBC) and the
Office of Strategic Planning and Budgeting (OSPB).

. The Directors of the JLBC and OSPB shall jointly evaluate the agency self-assessment and
jointly produce a report of their findings.

. As part of their ensuing respective budget recommendations, JLBC and OSPB may
independently recommend to retain, eliminate or modify funding and related stanstory
references for the PAR programs.

Laws 1996, Chapter 339 amended Laws 1995, Chapter 283 by correcting and completing the listing
of the 76 programs to undergo the PAR process from FY 1996 through FY 1999. Chapter 339
specified 36 programs and subprograms in 18 agencies to undergo review in 1998,

Laws 1997, Chapter 210 {Appendix A) further modified the PAR process. Laws 1995, Chapter 283
had originally envisioned 20 PARS being conducted in 1999. However, Laws 1997, Chapter 210
converts the 11 major budget units currently subject to an annual budget cycle to a biennial cvcle,
beginning in 1999 for the FY 1999-2000 and FY 2000-2001 biennium. The major emphasis of the
First Regular Scssion of each Legislature will be budgetary review and approval, while program
evaluations and PARs would be conducted in the Second Regular Session. In order 10 make the
PAR process consistent with the new budget procedures, Laws 1997, Chapter 210 also eliminated
the 20 programs lisied in law that were to be subjected to the PAR process in 1999. They will likely
be replaced by a yet-lo-be-determined number of PARs in 2000 and every succeeding even-
numbered year.

Laws 1997, Chapter 210 also required the Speaker of the House of Representatives and the President
of the Senate to appoint sufficient Joint Program Authorization Review (PAR) Commitiees to
evaluate the PAR findings and recommendations of the OSPB and JLBC Staff. In addition to the
legislative members, for cach committee, the Governor shall appoint a private citizen with
experience in cost-benefit analysis, the President of the Senate shall appoint a private citizen with
a general business background, and the Speaker of the House shall appoint a private citizen. Each
Joint Program Authorization Review (PAR) Committee must hold at least one public hearing for the
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purpose of recommesding to retain, eliminate, or modify fimding and related statutory references for
the programs subject to review. Each PAR commitiee must also overses the preparation of any
proposed legislation to implement its recommendations and is responsible for the introduction of this
legislation.

C ittee Membershi
The Committee was comprised of the following members:

Senator Randall Gnant, Co-Chairman Representative Barry Wong, Co-Chairman
Senator Tom Freestone Representative David Armstead
Senator James Henderson Representative Jean McGrath

Mr. Bill Hickman, Hickman’s Egg Ranch (Senate President’s private citizen appointee)
Mr. George Kirk, Kirk Development Company (House Speaker's private citizen appointee)
Samuel Cowley, Snell & Wilmer (Governor's private citizen appointee)

Committee Action

The Joint Program Authorization Review (PAR) Committee on Economic Development met twice,
reviewing PAR rcports on various economic development and Department of Administration
programs. The programs reviewed were:

Business Admimistration and Welcome Center Operation, Office of Tourism
Sports Development, Departmenr of Commerce

Arizona Business Assistance Center, Department of Commerce

Financial Services, Department of Commerce

Surplus Property Management, Department of Administrarion

Fleet Management, Department of Administration

el

At the first Commitiee meeting, the Joint Legislative Budget Committee (JLBC) and Govemor's
Office of Strategic Planning and Budgeting (OSPB) presented the PAR reports and made their
respective recommendations to the Committee, Exccutive summaries of the reports (Appendix B)
and the JLBC and OSPB recommendations are attached (see Appendix C). At these meetings, the
Committee also took testimony from agency personnel and other interested parties. The Commuttee
voted on recommendations at the second meeting. Minuies from these meetings are attached
{Appendix D).

Committee Recommendations

Business Administration and Welcome Center Operation, Office of Tourism
. Voted to retain the Business Administration and Welcome Center as is.



Sports Development, Deparimeni of Commerve

Voted to eliminate the Sponts Development Program by recommending that funding in the
FY 1998-1999 General Appropriations bill be removed.

Artzona Business Assisiance Center, Deparmment of Commerce

Required the Department to report back 1o the PAR Commitiee by January 15, 1998 on the
JLBCAXYSPB-suggested performance measures for these subprograms.

Financial Services, Department of Commerce

*

Voted to eliminate the Financial Services program.

Surplus Property Management, Depariment of Administraiion

Voted 1o appropriate the State Surplus Property Fund and Federal Surplus Property Fund,
beginning 10 FY 2000.

Required the Department to submit to the PAR. Commitiee by January 15, 1998 an action
plan for developing new performance measures, based on improved data collection, which
will be possible with an automated tracking system.

Required the Department to collect revenue and payment data by donor fund source,
beginning in FY 1999,

Required the Department to report FY 1999 data to JLBC staff by September 1, 1999,

Fleet Management, Department of Administration

L]

Moved 10 pursue privatization of the Department of Administration motor poeol, if
recommended by the consultant hired jointly by ADOA and the Office for Excellence in
GovernmenL

Voted to repeal the Department of Economic Security’s exemption from the ADOA motor
pool, thus consolidating the state fleel.

Voted 1o reguire non-exempl agencies 1o transfer ownership of their vehicles 1o ADOA.
Voted to delay the statutory requirement for converting 40% of the state fleet to alternative
fuel use and to require ADOA 1o report 1o the PAR Committee by January 15, 1998 on a plan
for complying with the 40% requirement.
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APPENDIX A

Laws 1997, Chapter 210

(Relevant Sections)
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Sec. 32. Title 41, chapter 7. article 10, Arizoma Revised Statutes,
15 amended by adding section &1-1275, to read:

41-1275. Program authorization review: procedures

A. IN CONSULTATION WITH THE GOVERMOR®S OFFICE OF STRATEGIC PLANMNING
AND BUDGETING, THE STAFF OF THE JOINT LEGISLATIVE BUDGET COMMITTEE SHALL MEET
WITH THE JOINT LEGISLATIYE BUDGET COMMITTEE 8EFORE DECEMBER 31 OF EACH
ODD-NUMBERED YEAR TO DEVELOP AND PREPARE LEGISLATION FOR INTRODUCTION 1IN
EVEN-NUMBERED YEARS TO SUBJECT PROGRAMS DEVELOPED UNDER SECTION 35-122 TD A
FROGRAM AUTHORIZATION REVIEW. COMSISTENT WITH INSTRUCTIONS 1SSUED BY THE
GOVERMNOR'S DFFICE OF STRATEGIC PLANMING AND BUDGETING AND THE STAFF OF THE
JOINT LEGISLATIVE BUDGET COMMITTEE. EACH BUDGET UNIT MAY SUBMIT SUGGESTIONS
FOR WHICH OF ITS PROGRAMS SHOULD BE SUBJECT TO FROGRAM AUTHORIZATION REWIEWS.
THESE SUGGESTIONS SHALL BE SUBMITTED BY OCTOBER 1 OF EACH ODD-MUMBERED YEAR.
IN DEVELOPING LEGISLATION., THE JOINT LEGISLATIVE BUDGET COMMITTEE MAY
DESIGHATE PORTIONS OF PARTICULAR PROGRAMS TO BE SUBJECT TO A PROGRAM
AUTHORIZATION REVIEW. IT 15 THE INTENRT OF THE LEGISLATURE NOT TO CONDUCT A
PROGRAM AUTHORIZATION REYIEW ON A PROGRAM FOR WHICH FUNDING IS ALREADY
ELITMINATED.

B. THE BUDGET UNIT RESPONSIBLE FOR A PROGRAM THAT [S SUBJECT TO
PROGRAM AUTHORIZATION REVIEW SHALL PREPARE A SELF-ASSESSMENT OF ITS PROGRAM
BY APRIL 1 OF THE ODD-NUMBERED YEAR FOLLOWING THE ENACTHENT OF LEGISLATION
DESCRIBED IN SUBSECTION A OF THIS SECTION. THE SELF-ASSESSMENT SHALL ADDRESS
THE EFFICIERCY AND EFFECTIVENESS OF EACH PROGRAM OPERATION AND WHETHER ITS
CURRENT OPERATION IS CONMSISTENT WITH THE ORIGINAL LEGISLATIVE INTENT. THE
SELF-ASSESSMENT SHALL BE COMSISTENT WITH INSTRUCTION: [ISS5UED BY THE
GOVERMOR'S OFFICE OF STRATEGIC PLANNING AMD BUDGETING AND JOINT LEGISLATIVE
BUDGET COMMITTEE STAFF AND SHALL BE SUBMITTED TO THE TWO OFFICES. BUDGET
UNITS MAY BE REQUIRED TO DEVELOP JOINT SELF-ASSESSMENTS IF THEIR PROGRAMS ARE
OF A SIMILAR WATURE.

C. THE STAFF OF THE JOINT LEGISLATIVE BUDGET COMMITTEE AND THE
GOVERNOR*S OFFICE OF STRATEGIC PLANNING AND BUDGETING SHALL REVIEW THE
PROGRAM AUTHORIZATION SELF-ASSESSHENT SUBMITTED BY EACH BUDGET UNIT. THE TwO
OFFICES SHALL EVALUATE THE PROGRAM ACCORDINE TO AGREED UPON FACTORS AND SHALL
JOINTLY PRODUCE A REPORT OF THEIR FINDINGS MO LATER THAM OCTOBER 15 OF EACH
DOD-HUMBERED YEAR. THE FIHNDINGS SHALL ADDRESS THE VIEWS OF THE TwD OFFICES
ON THE PROGRAM'S EFFICTENCY ANMD EFFECTIVENESS. BEFORE THE PUBLIC HEARING
REQUIRED [N SUBSECTION O OF THIS SECTION 15 HELD, EACH OFFICE MAY
INDEPENDENTLY RECOMMEND WHETHER TO RETAIN, ELIMIMNATE OR MODIFY FUNDING AND
RELATED STATUTORY REFERENCES FOR THE FROGRAMS THAT ARE SUBJECT TO PROGRAM
AUTHORIZATION REVIEW.

D. THE SPEAKER OF THE HOUSE OF REPRESENTATIVES AND THE PRESIDENT OF
THE SEMATE SHALL APPOINT SUFFICIENT JOINT PROGRAM AUTHORIZATION REVIEW
COMMITTEES TO EVALUATE THE PROGRAM AUTHORIZATION REVIEW FINDINGS AMD ANY
RECOMMENDATIONS WADE PURSUANT TO SUBSECTION C OF TH1S SECTION. EACH JOINT
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H.8. 2082

PROGRAM AUTHORIZATION REVIEW COMMITTEE SHALL HAVE REPRESENTATION FROM MEMBERS
OF BOTH PARTIES IN A PROPORTIOM EQUAL TO THAT OF THE POLITICAL MAKE-UF OF
EACH HOUSE. 1IN ADDITION TO THE LEGISLATIVE MEMBERS, FOR EACH COMMITTEE, THE
GOVERNOR SHMALL APPOINT A PRIVATE CITIZEN WITH EXPERLIENCE IN COST BENEFIT
ANALYSIS, THE PRESIDENT OF THE SENATE SHALL APPOINT A PRIVATE CITIZEN WITH
A GEMERAL BUSINESS BACKGROUMD AMD THE SPEAKER OF THE HOUSE OF REPRESENTATIVES
SHALL AFPOINT A PRIVATE CITIZEN. EACH JOINT PROGRAM AUTHORIZATION REVIEW
COMMITTEE MAY BE RESPONSIBLE FOR MORE THAN OME PROGRAM AUTHORIZATION REVIEW.
AFTER RECEIPT OF THE PROGRAM AUTHORIZATION REVIEW FINDINGS, THE JOINT PROGRAM
AUTHORIZATION REVIEW COMMITTEE SHALL HOLD AT LEAST ONE PUBLIC HEARING FOR THE
PURPDSE OF RECOMMENDING WHETHER TO RETAINM, ELIMINATE OR MODIFY FUNDING AND
RELATED STATUTORY REFERENCES FOR THE PROGRAMS SUBJECT TO REVIEW. THE JOINT
PROGRAM AUTHORIZATION REVIEW COMMITTEE SHALL MAKE ITS RECOMMENDATIONS TO THE
GOVERNOR, THE PRESIDENT OF THE SENATE AND THE SPEAKER OF THE HOUSE OF
REFRESENTATIYES BY DECEMBER 15 OF EACH ODD-NUMBERED YEAR. THE FPROGRAM
AUTHORIZATION REVIEW COMMITTEE SHALL OVERSEE THE PREPARATION OF ANY PROPOSED
LEGISLATION TO TMPLEMENT 1TS RECOMMENDATIONS AND IS5 RESPONSIBLE FOR THE
INTRODUCTION OF THIS LEGISLATION. EACH JOINT PROGRAM AUTHORIZATION REVIEW
COMMITTEE HAS THE POMER OF LEGISLATIVE SUBPOEMA PURSUANT TO ARTICLE 4 OF THIS
CHAPTER.

E. FOR PURPOSES OF THIS SECTIOM. A PROGRAM MAY INCLUDE A SUBPROGRAM
AS DETERMINED BY THE GOVERMOR'S OFFICE OF STRATEGIC PLANNING AND BUDGETING
OR THE JOINT LEGISLATIVE BUDGET COMMITTEE STAFF,

Sec. 33. Section 41-2401, Arizona Revised Statutes. as amended by Laws
1996, chapter B7, section 3 and chapter 172, section 4, 15 amended to read:

41-2401. rimingl i nhamn

A. A criminal Justice enhancement fund 1s established inm the state
treasury consisting of monies collected pursuant to sectiom 12-116.01 and
monies available from any other source. The state treasurer shall administer
the fund.

B. On or before November 1 of each year, each department, agency or
office that receives monies pursuant to this section shall provide to the
Arizona criminal justice commission & report for the preceding fiscal year.
The report shall be in a form prescribed by the Arfizona criminal justice
commission and SHALL BE reviewsd by the director of the Joint Tegislative
budget committee. The report shall set forth the sources of all monies and
all expenditures. The report shall not include any identifying information
about specific investigations.

€. On ar before December 1 of esach year, the Arizona criminal justice
commission shall compile all reports into a single comprehensive report and
SHALL submit a copy of the comprehensive report to the governor., the
president of the senate, the speaker of the house of representatives and the
director of the joint legisliative budget committee.
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implementation of programs designed to accomplish the purposes of this
section.

Sec. 37, Section 49-818, Arirona Revised Statutes. 15 amended to read:

49-818. Used o) fund

A. A used ofl fund 15 established. The director shall administer tne
fund. The fund consists of monies appropriated by the legislature and wused
oil penalties collected pursuant to section 45-B14. On notice from the
director, the state treasurer shall fnvest and divest monies in the fund as
provided by section 35-313. and wonies earned from investment shall be
credited to the fund. Monies deposited inm the fund are exempt from the
provisions of section 35-190 relating to lapsing of appropriations.

B. SUBJECT TO LEGISLATIVE APPROPRIATION, monies im the fund shall be
used for a quality control and guality assurance program which shall include:

1. Sample collection and analysis of used ofl fuel to assure the fuel
meats on-specification criteria pursuant to sectiom 49-B01. subsection A,
paragraph &.

2. Program oversight tncluding sample collection, andlysis review,
data entry, contractor coordination, inspections, equipment, enforcement and
rule develapment for the used o1 program.

Hhe—hogre—of—representabives-

Sec. 38, Repeal

A. Laws 1993, chapter 252. section l1. as amended by Laws 1995,
chapter 283, section 3 is repealed.

B. Laws 1993, chapter 252, section I3, &5 amended by Laws 1995,
chapter 283, section 4 1s repealed.

Sec. 39. Laws 1995, chapter 283, section 5, as amended by Laws 1996,
chapter 339, section 3, 1s amended to read:

Sec. 5. nit1 rogqram r H

A. To implement the 1initial program authorization review process
established by Laws 1993, chapter 252, sSection 11, the appropriste
legislative committees shall consider at least a total of sevemby—aix
EIGHTY-ELIGHT programs AND SUBPROGRAMS recomsmended for review over the
following fowr—yesrs THREE YEAR period:

1. The following +en EIGHTEEN programs AMD SUBPROGRAMS IN TEN AGENCIES
during the 1996 legislative session:

(a) Underground storage tank, department of environmental quality.

(b} State agricultural laboratorys— AND ITS FOUR SUBPROGRAMS WITHIN
THE Arizona department of agricuiture.

ic) Enterprise network services— AND ITS TWO SUBPROGRAMS WITHIN THE
department of adeinistration.

- 44 -
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{(d}) ODrop-out preveation., department of education.

{e) Complex administration, state department of corrections.

(f) Dlagnostic services. department of juvenile corrections.

{(g) Judicial collection enhancement, Judfcial system.

(h}) Medical wmalpractice, primary health care and loan repayment,
department of health services.

{1} Pass-through program - Arizomna health education centers. Arizona
board of regents.

(i) Medical student loam board.
The programs specified in subdivisions (h), (1) and (j) of this paragraph
shall be considered together in the state*s role in rural health.

2. The following fewrtssnr THIRTY-FOUR programs AND SUBPROGRAMS N
FOURTEEM AGENCIES during the 1997 legislative session:

{a} 3Sportsfish management. game and fish department.

{b) Cooperative programs., Arizona state schools for the deaf and the
blind.

{c) Facilities management-—— AND ITS FOUR SUBPROGRAMS WITHIN THE
department of administration.

(d} Law, university of Arirona.

(e} College of law, Arizonma state university.

{f) Corporations, corporation commission.

{9} Juvenile community correctionss— AND ITS FIVE SUBPROGRAMS WITHIN
THE judicial system.

(h} International trade and investment. department of commerce.

{1} Anti-gang enforcement. department of public safety.

{j1 Inmate programs. state department of corrections.

(k) Comprehensive medical and dental program, department of economic
security.

(1) Highway maintenance, department of transportation.

(m} Arizona state hospitale AND ITS SEVEM SUBPROGRAMS WITHIN THE
department of health services.

{n} Compliances— AND [T5 FOUR SUBPROGRAMS WITHIN THE department of
revenue.
The program specified in subdivision (n)} OF THIS PARAGRAPH shall focus on tha
program for increased enforcement revenues.

3. The following tivirty—twe THIRTY-SIX programs AND SUBPROGRAMS [N
EIGHTEEN AGENCIES during the 1938 legislative session:

(a) Fleet management,. department of administration.

(b} Surplus property management, department of administration.

(c) Fhe—tworubprogroms—witiin—the Department administration— AND ITS
TW0 SUBPROGRAMS WITHIN THE Arizona department of agriculture.

{(d} Financial services. department of commerce.

(&} AriZona business assistance center, department of COBREFCE.

{f} Sports development, department of commerce.

- A5 -
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{g) Fre—four—sabprogramy—withrin—the School to work program— AMD ITS
THREE SUBPROERAMS WITHIN THE department of educatfon.

(h} Statewide planning, department of water rescurces.

(1} Adoption services, department of economic security.

(j} VYocatifonal rehabilitation services. department of economic
security.

(k) Domestic violence, department of economic security.

{1} Domestic vielence, judicial system.

{(m) Substance sbuse seryices— TITLE XIX AND SUBSTAMCE ABUSE SERVICES
KON-TITLE XIX, department of health services,

{n) Chemical abuse prevention. department of education.

fo)} Oral health, department of health services.

(p) Justice of the peace salaries, state treasurer.

(q) Special services, department of public safety.

(r) Business addministration and welcome center operationss— PROGRAMS
WITHIN THE office of tourism.

(51 Medical services, state department of corrections.

(t) Dental services, state department of corrections.

(u) Health services, department of juvenile cerrections.

(v) Adult intensive probation services, judicial system.

(wl ¥ictim rights and witness assistance, attorney general -
department of law.

(x} Fhe—twe—stobprograms—within—the Crimes victins programs— AND THEIR
W0 SUBPROGRAMS WITHIN THE Arizona criminal justice commission.

{y) Extended university, Unfversity of AriZona.

{z}) College of extended education, Arizona State University.

{aa}l Statewide academic programs, northerm Arizona university. The
program specified in this subdivision shall focus on extended education
offerings.

—Fwentyprogrimr—tdoerirg—the-—1300—egiviebive—rtrrion

B. The procedure for program authorization review shall be conducted
in the following three phases:

1. The budget unit responsible for a program or subprogram that 1s
tubject to authorization review shall submit to the director of the joint
legislative budget committee and the director of the GOVERNOR'S office of
strategic planning and budgeting by the previous April 1 for the 1997— AND
1998 and—1999 reviews— an evaluation of the program according to factors
reguired amd agreed on by the joint legislative budget committee and the
office of strategic planning and budgeting.

2. The director of the joint legislative budget committee and the
director of the office of strategic planning and budgeting shall evaluate the
program or subprogram according to agreed uwpon factars and shall first
Jeintly review the program authorization evaluation submitted by the
department or departments responsible for the program or subprogram. After
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the joint review. the two staffs shall jointly produce by the previous
October 1 for the 1997:— AND 1998 end—3399 reviews— & report of their
findings as they relate to the agreed upon factors. At a minimum, these
findings should address background information and program funding, and
assess the strategic plan, performance measures and performance results of
each program or subprogram reviewed.

3. As part of their ensuing respective budget recomsendations. the
Joint legfslative budget committee and the office of strategic planning and
budgeting may independently determine whether to retain, &lfminate or modify
funding and related statutory references for the programs or subprograss that
are subject to the program authorization review. It 15 the intent of the
legislature not to conduct 2 program authorization review on a program far
which funding 15 already eliminated.

4. For any program that 1s undergoing program authorization review.
that 1s being audit:d by the auditer general or reviewed by the office of
excellence in government, the auditor general and the office of excellence
in government shall share +&+ THEIR draft findings with the joint legislative
budget committee staff and the office of strategic planning and budges
BUDGETING staff. The joint legislative budget committee staff an. the affice
of strategic planning AND BUDGETING shall abide by the confidentiality
requirements that are placed upon the office of the auditor general regarding
these draft findings.

sec. 40. Delaved effective dates

A. Sections 3, 6 through 12, 14, 23 through 27, 29 through 31 of this
act are effective from and after February 28, 1998.
B. Sections 4, 5, 19 through 22, 28 and 33 of this act are effective

from and after June 30, 1998.
C. Sections ). 2. 13. 15 and 34 through 37 of this act are effective

from and after June 30, 1999

Sec. 41. Delaved repegl

=ection 3% of this act is repealed from and after June 30, 1998.

APPROVED BY THE GOVERNOR APRIL 2B, 1997.

FILED IN THE OFFICE OF THE SECRETARY OF STATE APRIL 2B, 1997.
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SPORTS DEVELOPMENT
Department of Commerce
JLBC/OSPB Joint PAR Report

Overview - The mission of the office of Sports Development as described in the program Self-
Assessment is “1o recruit and maintain major league franchises and other sports programs.” Afier
reviewing the program Self-Assessment. JLBC and OSPB Staff reached the following conclusions:

= The Arizona sports industry has increased dramatically in recent years; however, there is no
conclusive evidence that the office of Sports Development is directly responsible for the past growth,
or that this office’s involvement is indispensable to the industry’s future expansion.

* The program’s operations may be enhanced by either redefining the mission to accommodate a more
focused and updated set of goals, or by housing spons development operations within Commerce’s
Mational Marketing Division.

The program Self-Assessment was well-written and contained a thorough anatysis of the Arizona sports
industry. The Director of this affice was very helpful in providing timely, accurate information to the
stafls of the JLBC and OSPB. The program’s revised strategic plan with performance measures was not
available at the ume of this publication.

Program Description - The office of Sports Development was created in response to the potential
demise of the Cactus League in the late 1980s. In 1988, the Cleveland Indians defected to the Florida
Grapefruit League and other Cactus Leapue teams threatened 1o follow. A task force commissioned by
the state sought ways 1o preserve the leapue. Based on the task force's findings, the Legislatere enacted
Laws 1989, Chapter 203, which provided a one-time appropriation of $100,000 for the creation of this
office.

The preservanon of the Cactus League is still the program’s priority; however, the office is now also
involved in other areas of sponts development. The propram Self-Assessment lists planmed involvement
with all four Anzona major league franchises. In addition, the program dedicates time and resources io
assist local sports development organizations in mainiaming or alracling various cvents.

To achieve these poals, the office employs a single full-lime emplovee who serves as program director
and as a member of the Depaniment of Commerce’'s executive management. The office has at its
disposal resources within other areas of the Depanmen: of Commerce, such as marketing monies and
personnel, and also uses resources derived from the director being involved in the Arizona sports
COMMuUnIty.

Program Funding - The office of Sporis Development operales as a separate program within the
Depanment of Commerce. Beginning in FY 1998, this office will be funded by General Fund dollars.
Prior 1o FY 1998, the ofTice was funded entirely by Commerce and Economic Development
Commission (CEDC) monies. Table 1 provides funding information from FY 1996 to FY 1999,

1995 Program Asthorizmion Review Sporrs Divelopmen ADCSD -



Table #1: Office of Sports Development Funding

CEDC (adverusing & promotion)* |
Total Resources :

The program mission “10 recruit and maiftain major league franchises and other SpoTis programs™ fits
within the mission of the Departiment of Commerce 1o lead and promote economic development which
creates quality jobs and supports a globally-competitive Arizona ™ However, due to its narrow focus, the
program's mission does not specifically address the creation of quality jobs. It is worth noting that
Arizona Revised Statutes neither require nor encourage the separation of a spons promotion office
within the Depanment of Commerce. Currenily. economic development operations concerning other
Anzona indusisies are not provided by separate programs.

cxtrapolate performance measures that indicate the level of influence that this office alone has achicved.
In addition. the fact that the program s director serves on or is planning 1o serve on other commissions

The previously submined performance measurcs state that the only goal of the office of Sporis
Development is to “facilitate the growth of the Arizona sports industry.” This goal was vague and
difficult 10 measure. Although the curremt director recently subminted a revised missjon statement and
set of performance measures. the new evaluating criteria will still be difficult to measure. Therefore,
few conclusions can be formed conceming the program’s past success, and few conclusions will be
formed conceming the program’s ability to achieve the revised set of goals.

1998 Program Authorcanon Review Jports Developmenr .IIII.’,'.S'D-H-_.?



The lack of measurable goals and objectives also makes a comparison with other jurisdictions difficult.
In addition, to further complicate the issue, other orpanizations that provide a similar service are too
distinct 1o provide for a performance comparison. The office of Sports Development is funded by the
General Fund, includes the employment of a single full-tme positon, and is concerned with issucs
across the state. At the local level, civic organizations are privately funded and their primary
responsibilities are 1o only sponsor particular local events. County organizations are publicly funded
and have similar goals; however, their main role is wo bid to attract sporting events as opposed 10 just
encourage their presence. Structural differences also exist in similar offices in other states. A
comparison with Florida would seem logical because Florida competes with Arizona in atiracting spring
training baseball. This competition was the rezson the office was created in the first place. However,
the fact that the Florida sports office is privately funded, staffs more full-time positions, and bids for
projecis similar to county organizations makes for a weak comparison.

The greatest difficulty lies in trying 1o cvaluate the impact that the office of Sports Development has had
on the preservanon of the Cactus League. As previously stated, this evaluation is complicated by the
fact that other sports advocates also work on Cactus League issues, and it is impossible to separate each
organization’s level of influence. However. it appears that the recent success of the Cactus League may
be primarily due to the fact that the Legislature empowered counties that host spring traiming baseball to
kwammfwmﬂmgemmnmmﬂmwnnmnunHEchwﬂpmﬁm Manicopa
County currently imposes a $2.50 surcharpe on rental cars and Pima County charges $3.50. The
surcharge revenues are deposited into a county stadium district fund and are expended under the
authonty of the County Board of Supervisors.

The counties have collected nearly 331 million (figure includes 1997 estimated collections) in car rental
tax revenucs. A small portion of the revenues has filtered through the cities and has been used 10
directly fund facility improvements. However. the surcharpe revenues are primarily used to assist cities
with 1ssuing bonds 1o pay for large scale stadium improvements or new construction. This method has
allowed for $77.2 million to be distributed 1o the stadiums. Future tax collections will be nceded for
debt service. The following table provides facility receipts through 1997-

Table# 2: Stadivm lmprovement Fundiag

City Year Facility

Tempe L 1992 Tempe Stadium

Chandler 1993 Compadre Stadium 43
Peoria © 1993 Peoria Spons Complex 21.5
Phoenix . 1993 Municipal Stadium’ Papago Training Facility 6.7
Scottsdale 1994 Scottsdale Siadium 0.6
Tucson L1994 Hi-Corbit Field 47
Mesa D196 HoHokam Stadium 17.0
Phoenix 1997 Marvvale Baseball Park 17.0
Tucson 1997 Kino Veterans Memonal Stadium 17

Total

F99% Program Awthorization Revww Sports Developmant ADCSD - 2
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4 Are there other cost-cffective methods of accomplishing the program’s mission?

The program’s operations may be enbanced by cither redefining the mission to accommodate 3
mare focused and updated set of goals, or by housing sports development operations within
Commerce's National Marketing Division. As previously stated, the program was crested to respond
to the threatened demise of the Cactus League. While the extent to which the office of Spons
Development benefitted Cactus League issves remains unclear, the Cacnys League nevertheless greatly
benefitted from the use of rental car surcharges for stadium improvements. Since the original mission of
prescrving the Cactus League has been accomplished, it may be an appropriate time to modify the
pmgﬁm‘spmnwfmm,urmmnmiderifm:s:ni:mihmmh:ingpwwidndmhmﬁcmmu“
state.

One possible alternative is for the office of Sports Development 10 redefine its mission to accommodate
a more achievable and updated set of goals and objectives. The current goals and objectives list
expanding the baseball industry while preserving the Cactus League. In addition, other planned duties
include bringing a Superbowl and major league All-Star gamics to the state. While the program director
does have some involvement with these major leaguc caliber events, it may be inappropriate to declars
that it is the office’s responsibility to aturact these evenis. Undoubtedly, the owners and managers of the
major national professional sports leagues and teams will have far more impact than does this office.

A more reasonable set of performance measures would include items such as distributing information
and answering questions concerning the sports related major events. It would also be reasonable for the
program director to continue to focus resources on the minor sporting events such as amateur athletics
and international baseball. Another potentially important issue could be to assist with atiracting
sponsors for local events such as the Copper Bow! in Tucson. Cactus League preservation may be more
appropriately labeled as a secondary objective. The program Self-Assessment includes an analysis
concerning possible future threats 10 Arizona spring training baseball. Texas has recently passed
legislation to allow countics 1o levy taxes 1o pav for baseball facilities. In addition, Nevada is
considening privately funding spring training expenses that arc usually paid for by the teams. At this
time, it is difficult to determine if either is a serious threat, The office may still monitor the Cactus
League through its association with the Arizona Baseball Commission, and be prepared to take some
form of action if 2 real threat develops

Currently, the Departmen: of Commerce mantains a separale program for sports development
operations. As discussed above, the Department of Commerce receives from the General Fund $107 400

for the sports development pro ‘s operations and uses $31.200 of its advertising and promotion
maonics o supplement the General Fund expenditures, While the product of the General Fund
investment rematns unclear, the adverusing and promation monics have resulted in identifiable products.
The advertising and promotion monies provide for the production of Cactus League promotional
materials, economic impact studies conceming various sporting events, and the promotion of Arizona as
an international baseball destination.

Another aliernative is to eliminate the General Fund allowance for sports development and allow the
Department of Commerce 1o utilize the adverusing and promotion monies to continue to fund the
production of Cactus League promotional materials, economic impact stodies, and promotienal materials
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concerning international baseball. The duties of acting as legislative and public liaison, promoting the
Cactus League, and commissioning economic impact studies would be the responsibility of the National
Marketing Division which is already responsible for the other Arizona industries. The Department of
Commerce's resources related to international trade would then support the promotion of miemational
baseball.

The Anizona Baseball Commission, which was established by Executive Order in 1990 to monitor
Cacrus League economic and facility-related needs, wonld eontinus & monitor the important stadium
funding issues. The remaining less measurable duties such as attracting Super Bowls. Major League
Basehall All-Star games, National Hockey League All-Siar games, National Basketball Association All-
Star games, el¢. would continue 10 be maintained by the private sports community.
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ARIZONA BUSINESS ASSISTANCE CENTER
Department of Commerce
JLBC/OSPB Joint PAR Report '

Overview — The Arizona Business Assistance Center serves as a liaison between the small business
community and public and private organizations and provides information and assistance to individuals
and companies establishing, expanding, or relocating businesses in Arizona. The program has three
scparaic subprograms: The Arizona Business Connection. Minority and Women-Owned Business
Enterprise Services, and the Small Business Advocate. Afier reviewing the agency Self-Assessment,
JLBC and OSPB Staff reached the following conclusions:

. Surveys conducted by the Department of Commerce indicate that customers arce very satisfied
with the services provided by onc of the Arizona Business Assistance Center's subprograms, the
Anzona Business Connection.

. The Self-Assessment did not include goals and performance measures for the Smal! Business
Advocate and Minority/Women-Owned Business Enterprise Services subprograms, which makes
it difficult 10 know whether these subprograms are achieving their intended results. The lack of
measures also undermines the Minority/Women-Owned Business Enterprise Services® statutory
mandate to “provide data relating to minority and women-owned businesses and promote
utilization and development of the state’s minority and women entrepreneurs™ (A.R.S. § 41-
15044.16).

The Seclf-Assessment submitted by the Depariment of Commerce Business Assistance Center provided
complete mformation on the Arizona Business Connection, but lacked required information about
Minonty and Women-Owned Business Enterprise Services and the Small Business Advocate, The
depantment did provide some follow-up information upon request. but would not provide performance
measures for thesc two programs. The program’s current strategic plan with performance measures for
the Business Connection immediately follows this joint repon

Program Description — The Arizona Business Assistance Center functions as a separate division within
the Depanment of Commerce. The center is comprised of three subprograms: The Arizona Business
Connection. Minority and Women-Owned Business Enterprise Services, and the Smal] Business
Advocate.

- The Arizona Business Connection helps small business entrepreneurs establish and operate their
businesses in Arizona through a “one-stop shop™ which answers technical questions, provides a
customized information packet 1o cach telephone or walk-in customer, and makes referrals to
other providers of services to small businesses. In conjunction with the Arizona Business
Cazette, the Business Connection also co-sponsors the =mall Bysiness Book, a handbook for
Anzona entrepreneurs

. Minority and Women-Chwned Business Emterprise Services promotes and coordinates programs
and services that suppon minority and women-owned businesses throughout the state. In
particular. Minority/Women Business Services assists with certification of minority and women
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entrepreneurs, supplier opportunities with government and large businesses, and the promotion
of the State of Arizonz procurement program to all small businesses.

. The Small Business Advocare facilitates two-way communication between small businesses and
state povernment. The advocate provides a direct link between the Governor and small business
owners, monitors legislative issues and lobbies for small business interests, handles complaints
from small business owners about state agencies, and directs a 22-member Governor's Small
Business Executive Council.

Frogram Funding — The majority of funding for the Arizona Business Assistance Center is provided
through an appropriation from the State General Fund and the Commerce and Economic Development
Commission (CEDC) Fund. In addition, the center receives approximately $100,000 in non-
appropriated monics each year from the Department of Commerce Donations Fund through a targeted
donation from the Arizona Business Gazette (Phoenix Newspapers, Inc.). The center’s appropriation
remained level from FY 1996 1o FY 1998. Table 1 details the full-time positions and monics allocated

tor each subprogram in FY 1997:

Table 1: Arizona Bosiness Assistance Center Funding
FY 1997

Business Minority/Women Small Business  Program

Connection Owned Advocate Total
Full-Time Suaff 5.0 2.0 2.0 90
General Fund L252.300 5 0 5 0 $252.300
CEDC Fund 1] 103,700 103,700 207 400
Donations Fund 100,000 0 0 _100.000
Subprogram Total 3352300 $103.780 $103,700 5$559,700

[ ETE LT L ¥
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® How does the program mission fit within the agency's overall mission and the program's enabling

authorin:?

The Arizona Business Assistance Center’s mission to “serve as a liaison berween the small business
community of Arizona and public and private oreanizations by providing umely and accurate
information and assistance to individuals and companies establishing. expanding or relocating
businesses in Arizona™ fits well within the Depariment ef Commerce’s mission and goals. The center's
mission reflects the enabling authority for the Small Business Advocate and the Arizona Business
Connecuon. It does not, however, explicitly refleet the statutory requirements found in A.R.S § 41-

| 504A.16 stating that the Depanment of Commerce shall establish a minority and women-owned
business development propram, provide data relaung 1o minority and women-owned businesses, and
promote utilization and development of the state’s minority and women entrepreneurs.,
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* Does the program meet its mission and poals efficiently and effectively, including comparisons
with other jurizdictions? Do the program’s performance measures and performance targets
adequately capture these results?

The Seif-Assessment provided detailed data on the perfformance of the Arizona Business Connection.
but lacked performance data on the division's other two subprograms - Minority/Women-Owned
Business Enterprise Services and the Small Business Advocate. The performance measures in the Self-
Assessment were geared toward evaluating volume of activities and customer satisfaction of the Arizona
Business Connection. For instance, performance data shows that the Business Connection respanded to
over 33,000 initial clicnt contacts in FY 1996, The goals and performance measures of the Business
Connection are adequate and consistent with the subprogram mission. Furthermore, the Business
Connection has performance monitoring software that provides daily, weekly, monthly, and anmual
reports of client initial contacts, visits. and counts of subsequent customer communications. Although
the performance measures for the Business Connection do not provide comparisons with other
junisdictions, such detailed monitoring encourages efficiency and the Self-Assessment states that the
Business Connection's customized sofiware “is nationally recognized as the best system available.”

Surveys copducted by the Depariment of Commerce reveal that customers are very satisfied with
the services provided by ume of the Arizona Business Assistance Center's subprograms, the
Arizona Business Connection. Anecdotal information from clients and local business organizations
also supports the surveys’ conclusions. The Arizona Business Connection regularly surveys its
customers. Wnnen survey questionnaires are sent o approxumately 25% of the clients that receive
information packages from the Business Connection. Since 1993, approximately 7,100 questionnaires
have been issued to solicit customer feedback. While the total response rate is only 5% (343 of those
surveyed responded}, 99% of the respondenis felt that the Business Connection”s services were either
geod or excellent. This clearly demonstrates that the Business Connection’s customers believe the
subprogram has been effective. Additionally, the program’s management holds meetings and maintains
contact with various stakeholders 1o discuss the services provided by the Business Connection and adjust

operations when appropriate.

The Self-Assessment did pot include goals and performance measures for the Small Business
Advecate and Minority/Women-Owned Business Enterprise Services subprograms, which makes
it difficult to know whether these subprograms are achieving their intended resulis. The lack of
measures also undermines the Minority/Women-Owned Business Enterprise Services® statutory
mandate to “provide data relating to minority and women-owned businesses and promote
utilization and development of the state's minoriry and women entrepreseurs™ (A.R.S. § 41-
1504A.16). Although the department provided some additional information on Minority/Women
Business Services, it would not provide performance measures for the two subprograms,

The mission of Minority and Women-Owned Enterprisc Services is “io assist minority and women
entreprencurs by helping develop, promote and produce programs which specifically benefit those
businesses.” Although the mission is consistent with the mandate found in AR S. 41-1504, the
department has failed to develop poals and objectives that provide measurable targets necessary 1o
support and carry out this mission. Additionally. the enabling statute for Minority/Women Business
Services requires the department 1o provide data relating 1o minority and women-owned businesses and
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promote the wiilization and developmem of such businesses. Based upon the information provided in
the Seli-Assessment, there is no indication as 10 how well the deparnment is carrying out these statutory
duties.

The question of utilization of small businesses as suppliers by state povernment and large private
COmpanies remains a very important issue to small businesses in general and 1o minority and women-
owned entreprencurs in particular. Several studies have shown that certain groups of qualified
businesses have been under-represented and under-utilized as suppliers and contractors. Since
Minority/Women Business Services has a stanstory mandate to provide dats on minority and women-
owned businesses in Anizona, a useful performance measure would compare the representation of
qualified minority and women-owned businesses in the state procurement process to the percentage of
mirority and women-owned businesses in the state. Also, Minority/Women Business Services could
provide data on the supplier opportunities it facilitaies in the private sector.

The mission of the Small Business Advocate is 10 “promote the creation, growth and vitality of small
business in Arizona and 10 act as the voice for small business interests before the Govemnor, the
Legislature, state agencies and the community at large.” While the mission is consistent with the
enabling authority, the Sclf-Assessment indicates that this office is “primarily an advocacy function™ and
provides no goals. no objectives, and no unit costs 1o enable anv objective evaluation of this
subprogram’s activities.

Although anecdotal information from some local business organizations is generally favorable about the
Smal] Business Advocate, some of its functions appear to be duplicative. For instance, the office
director lobbies the state Legislarure on behalfl of small business, However, the Department of
Commerce already has a full-time legislative liaison and most business organizations {including those
representing small businesses) have their own lobbvists,

* Are there other cosi-cffective alternative methods of accomplishing the program’s mission?

Based on available information, including the Self-Assessment. the only component of the Arizona
Business Assistance Center that could be privatized is the Arizona Business Connection. The Business
Connection’s Small Business Handbook is already “semi-privatized” as it is a co-venture with the
Arnzona Business Gazetie which generates revenue through adveniising. However, there appear to be
propriciary issues in privatizing the other services of the Business Connection as most clients insist that
all of their business communications with Commerce remain private,

Since the Arizona Business Assistance Center already has a presence on the Department of Commerce's
web pape. another alternative method of accomplishing the Arizona Business Connection’s mission
would be 1o make some of the subprogram’s customized sofiware available on the Internet. This would
allow clients to request information and related forms without increasing the workload of the Business
Connection’s current staff. There are specific questions which would still have to be answered one-on-
one, but other general information. such as where to go for licensing or names of small business
organizations in different areas of the stne, could be made available on the Intemet.
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FINANCIAL SERVICES
Department of Commerce
JLBC/OSPB Joint PAR Report

Overview - The mission of the Department of Commerce's Financial Services Division is 1o create
quality jobs and stimulate economic development statewide through the strategic provision of financial
resources. The division has 7 programs that provide financial assistance in the form of loans, grams,
regional development incentives, and Private Activity Bonds. Afier reviewing the agency Self-
Aszessment, JLBC and OSPB staff reached the following conclusions:

= Arnzona has expenenced strong cconomic growth and job creation during the past several years, but
the extent to which the Financial Services Division contributed to this growth is unclear.

* Although statute requires that special consideration be given to economically disadvantaged areas of
the state in the Commerce and Economic Development Commission (CEDC) award process, the
majority of CEDC funding goes 1o recipients in urban, nondisadvantaged areas. The percentapge of
funding going to recipients in economically disadvantaged arcas was significantly lower from
FY 1994 10 FY 1997 than during earlier vears of the program.

* i{he Work Force Recruitment and Job Training approval process is not very competitive, As a resuit,
between FY 1995 and FY 1997, at least 80% of all Work Force Recruitment and Job Training
applicants received funding, including companies training workers for low hourly wages.

* The CEDC’s failure to adopt rules undermines the credibility of CEDC funding decisions.

* The activities of the Border Infrastructure Finance Office overlap with the activities of the
Depanument of Commerce's recently established Greater Arizona Development Authority.

The agency Self-Assessment was satisfactory and contained all of the required information. In addition,
tke Financial Services director and stalf met with OSPB and JLBC S$1aff and provided follow up written
information to the Self-Assessment upon request. The program’s current strategic plan with
periormance measures immediately follows this joint report.

Program Description - The Depariment of Commerce’s Financial Services Division (now called the
Sirategic Finance Division) includes 7 financial assistance activities, 4 of which are Joan and granl
programs that provide the majonity of Financial Services’ assistance. The loan and grant programs arc
the Commerce and Economic Development Commussion (CEDC), Work Force Recruitment and Job
Training (Job Training), Revolving Energy Loans for Arizona, and Economic Strength Projects. Also
within the division are 2 regional development programs. Emterprise Zones and the Border Infrastructure
Finance Office, as well as Private Activity Bonds. Table 1 provides an overview of each program’s
statutory authenty, type of financial assistance. and project funding process.
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Program Funding - The Financial Services Division receives funding from the General Fund and four
other fund sources. The division's appropriation remained level between FY 1996 and FY 1998,
although financial assistance amounts vary by year depending on available funding and the number of
qualified applicams. Table 2 details the full-time positions and monies allocated 10 each program in

FY 1997. The italicized numbers represent financial assistance amounts that were expended for
Revolving Energy Loans for Arizona and Economic Strength Projects from a division/agency other than
Financial Services.

Table 2: Financial Services Funding in FY 1997

| FulkTime Administrative
| Program Name & Fund Source | Stall Funding
| Commerce & Economic Development Commission (Lonery) | 35 $197.200 $2.850,000
Work Force Recruitment and Job Training (General Fund)
Privale Activity Bonds {Boad Fund)

2.0 84,000 4.500.000
L5 93,000 0

Economic Strength Projects (Highway User Revenue Fund) 0.0 1.100.000 *

| Enterprise Zones 0.0 ’
Border Infrastructure Finance Office (CEDC Fund) 1.0
Totals ' 9.5

|
|
Revolving Energy Loans (Ol Overcharge Fund) l 1.5 BB.400 J56.600
|
|

I InFY 1997, the state’s volome cap for my-exempt Private Activity Bonds wag $22 1,400,000,

2' Revolving Encrgy Loans for Arizona are expended through Commerce's Energy Division, which receives an additional
535,100 m  administrative funding.

3" Economic Strength Projects” financial sstistance i ransforred from the Arizona Department of Transportation's
{ADOT's) Highway User Revenue Fund and expended from ADOT s non-appropriated Economic Strengih Project
Fund.

4  Emerprise Zones generated an estimated $2, 149,704 in wax credits in FY 1997

As Table 2 shows, the Financial Services Division does not receive administrative funding for Economic
Strength Projects and Enterprise Zones. Rather. administrative monies from Revolving Energy Loans
for Anzona, Private Activity Bonds, and CEDC are used 10 stafT these two programs,

LA AL 22 L]y R

¢ How does the program mission fit within the agency's overall mission and the program’s enabling
authoriny?

The Department of Commerce's overall mission is 1o “lead and promote economic de velop.ment which
creates quality jobs and supports a globallv-competitive Anzona " The Financial Service; Tision's
mission “to create quality jobs and stimulate economic development statewide through the sirategic
provision of financial resources™ fits well within the overall mission of the Department of Commerce.
Each of the programs within the Financial Services Division has separate enabling authority, as shown in
Table 1. While most of the activities conform with their enabling authority, the CEDC has not carried
out all of its statutory powers and duties.
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The CEDC's failure to adopt rules undermines the credibility of CEDC funding decisions. In spite
of statutory mﬂmrimhnmdnmm.ﬂ..s-ﬁ41-1505DﬁA.lE].duCumﬁsﬂunhﬂmtyﬂadnpmd
rules, but rather bases grant and loan decisions upon guidelines to which exceptions may be made. The
Commission was created in 1989 and language suthorizing the Commission 1o adopt rules was added to
stanme by Laws 1993, Chapler 248. Inan April 1993 performance audit, the Auditor General noted that
“Operating with broad guidelines leads to inconsistencies in CEDC loan decisions that at a minimum,
give the appearance that some award recipients receive special consideration.” (Repon 93-3, p. §) Four
years after the audit, this perception still exisis. The director of the Financial Services Division reports,
however, that the division has recently made CEDC rule establishment a top priority with a target
completion date of May 1968,

¢ Does the program meet its mission and goals efficiently and effectively, including comparisons
with other jurisdictions? De the historical performance measurements and the future
performance targets adeguotely measure goals?

Arizona has experienced strong economic growtk and jeb creation during the past several years,
but the extent to which the Financial Services Division contributed to this growth is unclear.

Many factors contribute to state economic growth, including work force availability, infrastructure, costs
of property and construction, and quality of life. It is difficult to measure how much of Arizona's
cconomic growth is anributable to state business incentive programs and how much of it is atiributable
to other factors. What is known is that the combination of these factors has made Arizona vEry
competitive at recruiting and retaining busincsses.

The Financial Services Division's performance measures provide information on the division's
workload, but they do not provide any comparisons with other jurisdictions (public or private), and they
do not include customer feedback. Rather, performance tarpets are based on the Financial Services
Division’s own past performance. The Self-Assessment provided performance outcome data for
loan/grant programs and Emerprise Zones that include the number of jobs created, number of tax dollars
generated. and capital investment leveraped. According 1o the division. in FY 1996 loan and grant
programs contributed to over 11,000 new jobs. almost $85.000.000 in tax revenue, and over
$800,000.000 in leveraged capital investment. The JLBC/OSPB review team did not verify the accuracy
of this information. Assuming the figures are accurate, the Department of Commerce still cannot take
Full credit for these figures because it is impossible 10 know how much of this growth would have
occurred in the absence of the Financial Services Division's programs.

The Self-Assessment also provided efficiency measures such as the number of problem loans/grants and
application tumaround time. Performance daa show thal between FY 1995 and FY 1996, the division
became more efficient a1 processing applications and had fewer problem loans/grants. In the case of the
problem loans and grants, a better measure would compare the division with private entities or other
states that offer similar Joans and grants. Finally. the performance measures in the Self-Assessment do
nol include any customer feedback. However, the Self-Assessment indicates that program cusiomers
have expressed concems with the amount of work required to apply for funding alang with lengthy
processing time by the Department of Commerce. Anecdotal evidence also suggests that some of
Financial Service's programs are not well suited for small businesses. Since the Financial Services
Division surveys its CEDC and Work Force Recruitment and Job Training recipients annualty, it would
be useful 10 incorporate their feedback into the performance measures. 1t would also be useful to survey
those wha contact the division, but do not receive funding, for their input into the process.
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* Along with the performance measures, OSPB/JLBC staff reviewed Work Force Recruitment and Job
Training and CEDC portfolios to see how the Financial Services Division's two largest loan/grant
programs distribute their finds. A summary of both program's portfolios divided by large/small
recipients (2 small recipient is any company with under 100 employees) and urban/neral recipients is
shown in Table 3. Completz CEDC and Job Training portfolios are included as Appendix 1 and
Appendix 2.

Table 3: CEDC and Job Training Loan/Grant Profile

Job Traiming Grants
Fortlolie Distribotion FY 1994 - FY 1987

%2 to Large Urban Recipicnts ~ . 52.0% TT.6%
% to Small Urban Recipients * ) 14.3% 11.6%

% 1o Larpe Rural Recipients 8.0 6.9%
% 1o Small Rural Recipients 21.M% ER
% 1o Other Recipients ' — % 0%

Total Fundiag throwgh FY 1997 ' $13,506,811 $17,431,381

I CEDC hpgures exclude monies for kegislative mandates (31,250,000, Small Business [anovation and Rescarch Granis
(51,000,000}, and Capital Markets loans (52,950,000).
2 Urhan recipients include those in Urban Enterprise Zones.

Altheugh statute requires that special consideration be given to economically disadvantaped areas
of the state in the CED{C award process, the majority of CEDC funding goes to recipicats in
urban, nondisadvaotaged areas. The percentage of funding going to recipients in economically
disadvantaged areas was significantly lower from FY 1994 to FY 1997 than during earlier years of
the program. There is a perception that not enough CEDC funding goes to economically disadvantaged
communities. However, CEDC starutes do not say that a certain amount or percentage of funding must

Chart 1: CEDC Funding by Fiscal Year V'

. 2a to Mondisadvantaged w5, Disadvantaged Arcas
100 —

NMondizsadvantaged

Economicall Dizadvantaged

I: Figares exclude monies for legislative mandates, Small Business Innovation and Research Grants, and Capital Markets
Loans.
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g0 10 economically disadvantaged areas (or small businesses or rural areas), but rather that “In awarding
assistance. consideration shall be given to the mﬂ:ﬂi:ﬂij’disudu!nﬂgﬂlhﬂsﬂﬂh:m!:"[ﬁ- 41-
1505.07T). Because CEDC and Job Training statutes are broadly written, it is difficult 1o determine
legislative mtent.

CEDC considers applications on a first-come, first-served basis each fiscal year, and at each monthiy
Commission meeting any funding requests from economucally disadvantaged areas are considered before
those from nondisadvantaged areas of the siate. The director of the Financial Services Division points
out that all qualified applicants from economically disadvantaged areas have received CEDC funding
and thai the division does not have enough staff or resources 1o aggressively market the program in rural
and cconomically disadvantaged communities. Nonetheless, Chart 1 shows that the percentage of

CEDC funding going to disadvantaged arcas was much higher during the carly years of the program than
it was from FY 1994 10 FY 1997. If the Legislature wanted to guarantee more funding to disadvantaged
arcas {or any other group), statute would have to be changed to clanify this intent

Like CEDC stanrtes, Job Training statutes are broad in stating that the program is to provide “training
and retraining for specific employment opportunities™ for new businesses, expanding businesses, and
businesses undergoing economic conversion (§ 41-1541A). The statute also specifies that 15% of
funding go to small businesses (100 or fewer emplovees) and 15% go to rural businesses

(AR5 §41-1544D & E).

The Work Force Recruitment and Job Training application precess is not very competitive. As s
result, between FY 1995 and FY 1997, at least 80% of all Work Force Recruitment and Job
Training applicants received funding, including companies paying bow bourly wages. Job
Training’s written guidelines require that recipients have a profitable operating history of at least two
years, and the eligibility point scale takes into account whether the company is in a rural/economically
disadvantaped area, industry type, average wage level of new jobs, number of jobs created, and benefits.
However. the approval process is still fairly generous. While the majority of Job Training funds go to
companies creating average o above-averape paving jobs, approximately 20% of Job Training funding
from FY 1994 to FY 1997 went to companies training workers for below-average wages for the county
in which the company was located. This is inconsistent with the state’s economic development strategy
1o boost income. In FY 1997, a Tucson company training workers for $11,440¢vear jobs {$5.33/hour if
full 1ime) received a grant of almost $100,000 and past recipients include large Phoenix and Tucson
“business service™ companies with wages well below county averages. However, statute does not
specify that funding should only go toward high paying jobs or jobs for which there are labor shortages
in the state. Statute would need 1o be more clear if this is the intent. Repardless, as the number of Job
Training applications increases. the Financial Services Division might consider tightening its sliding
paini scale and award criteria in order to award grants that will stimulate the most economic
development in the state.

* Are there other cosi-¢ffective methods of accomplishing the program's mission?
The Financial Services Division has made some administrative changes to best accomplish its mission
with limited resources. First, it has streamlined its application intake and credit analysis process so that

all loan and grant applications arc processed in a uniform way. The division is also in the process of
privatizing a portion of the CEDC loan portfolio o save administrative time and money,
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The activities of the Border Infrastructure Finance Office overiap with the activities of the
recently-established Greater Arizona Development Authority. Laws 1997, Chapter 298 established
the Greater Arizona Development Authority to help rural communities mert their infrastructure needs by
issuing bonds, guaranteeing debt obligations. and providing technical and financial assistance. The
Border Infrastructure Finance Office was established in Laws 1995, Chapter 209 10 help Arizona-
Mexico border commumities meet their infrastructure needs through coordination and technical
assistance. Because their roles are so similar, it would seem logical 1o consolidate the two programs.

4 Are there other special issues of interest?

This PAR has raised or reinforced a number of issues relatzd 1o the Financial Services subprogram.
AR.S. §41-1509D requires an annual report from the Department of Commerce on the status of the Ojl
Overcharge Fund. It is difficult to evaluate the Revolving Energy Loans for Arizona program because
the Anizona Depariment of Commerce’s Energy Division has not completed an annual Ol Overcharpe
Fund report since FY 1994. Although not relaied to this PAR, this lack of reporting also makes it
difficult to assess the effectiveness of the Energy Division’s other Oil D-v:ml:urg:pmgnma The Oil
Overcharge Fund has a dechining fund balance, with approximately $10 million remaining at r.]u:
beginrung of FY 1998,

Two other timely issues warrant mention in this report. According to current stanute, the Financial
Services Division may not certify any new Enterprise Zonc businesses after June 30, 1998. During the
1998 Legislative Session, legislation may be introduced 1o extend the Enterprise Zone program. Finally,
the recently passed federal and state welfare reform laws create opportunities for increased coordination
between the state’s various job training programs. Financial Services is already providing the names and
d:sm'ptims of Job Training gram recipients 1o the Department of Economic Security (DES). At the

same lime, Financial Services gwes each grani recipient a contact name at DES 1o facilizate job training
and the placement of welfare recipients. In addition. Financial Services is revising Job Training
chgibility puidelines to give applicants points if thev provide wransponation and/or child care for
employees, or if they train and hire welfare recipients. The recent transfer of two Governor's Office
employment programs (Scheol 1o Work and Workforce Development) 1o the Department of Commerce
should also lead 1o increased coordination.
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FY 19839 - May 30, 1937 {including pending commitments)

Appendix 1
CEDC Portfolio

LoanGeantr Rurslor  Detsdvamioges

ID# o Capir Gararanty Asrugmit LioSrisom Sce  Urban Area? (Y
g0 e gkt Dopsnonbny Aggoe G 1,000.000 Tucaon L u ]
#1086  Comnado Ventuns L 2050000 Tucsan L u "
§2-07  McDonnel Dougles Trawel Co k 700,000 Py e L u M
W08 Atles Hoadwear L 100,000 Phgenix L u |
w317 Aurspric Veest duriines L 1,000, D0 Temps L u M
9501 Twcson Urban Leagus Gu 50,000 Tucson L u N
95-0F  Fox Animabon Sludics L 850000 Phosnix L U (]
9602  Campus Ressarch Com G 00 000 Tucaon L u M
S5-0iKa) Dal Cop G 1.000.000  Scottsdale L u N
95-0%b) Dl Comp L 1,000,000  Seottsdale L uw N
Br-i0{a) AleedSignal Aemosoace Equip Svs G 00,000 Tucson L ] ]
§7-03(h) AledSgnal Asrospecs Eguip Svi. L 50,000 Tucmon L u N
B AZ Council for Econ Comversion G 125.000 Tuemon L u WA
5107 Urban Coalisn Viest L 00000 Mancopa Cty 5 u |
9205  Sgnature Industnes L 76000  Phoenix 5 u W
31 Jack af All Tracss G 25 000 Pipem 5 L) ]
93-20 Doracio Desgn. nc L 20,000 Tuscson B (1] |
93-21 Universal indunbnes. L 200,000 PN 5 1] N
2401(a) AL Technalogy cubatar L 250,000 Scolisdale 5 Ly [, ]
B-01(B) AF Technology Incubgtar L 20,000 Scoliscals 3 L N
B5-01 Chaldhapip e L 300,000 Fhoefim E 1] H
05.04 Medicis Phammacsuniead Co L 131, M5 Phoeni - u H
95-05e) Pholometncs, Lid G 20 D00 Tucson ] ] N
506 M Wells Ca L 200000 Fhoents 5 Ll N
¥7-m Saguarn Siesl Inc L 1 00, CHa PHoenix 5 L M
83-13 Firsber Elpcing Mopkor Sve, Inc L 164,740 Chandier 5 u Y
53-15 Figigch inc L 100, DOO Lakeside 5 1] Y
8502 Se-Empioyment Laan Fyund L 8375 Phosne 5 u ¥
92-08 Evergresn Ax Cenler L FA0 000 Marana L R M
Bou.01 PPEF Mecrobasmess L 117 500 Tucson L -] i
8210  Faglery 2 U L 250 000 Hopaies L R T
2318 Sefra Viekla Econ Dww Fund L dTE.000  Seerra Wits L R Y
$4-02(a) Mavap Maman Healin Foungahon L 16000 Ganada L A Y
2203 Yavapai Biock Co L 300,000 Prrgg oot s R ]
B2-D6 Monsey Produds Co L 250,000 Kimgman 5 2] ]
5211 Barmyo, Ine L S0000  Casa Grande = R M
-0 FPPEP Microbusimess & A0 00 Tutdon s R ¥
W03 Ferel Secalulu L 42000 Seoond Mesas 5 R ¥
9104 Smetn and Bed Construciom L A5 000 Safford 5 R b
81-0% E-Trofits L 0000 Bisbbee 5 R ¥
92 Eurohresh. ne L w0y, B0 Bomita L R Y
92.02 Mava-Hop Tours. Ing i 25530 Fagutaf s R Y
§2-0a AACED Cast Products L 140,000 Benson 5 R Y
8314 Laescle Entetsnment Grp L 150 000 PictopfLaheside S R T
8315 Crossroads Ao Man L 105 000 Saftord 5 R ¥
8316 Jore . Migra, inc L TS 000 Ganco 5 R ¥
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LoanCatmnt/ Fursl o Dipschankagnd
D8 Recoent _Gusrsoty  Amout _ Loceion  Girs Urben  Ama? (YM)
0317 Mmowsll Devslopmant Co L L0000 Show Low i R ¥
PS03 Rodrigues dbe The Lesming Tres L 132000 Sers Vel ] R ¥
§E01  Mpowsll Dev & TDM Venturs Com L XhaH Sivowr Lowr 5 R ¥
05  Matey Cooling Towan: G 8,000 Eioy & [, ¥
P11 Wamicor Enlerprises & Dinsh Adrceaft G 25.000 Miniches 5 R ¥
Fr-02fa) Usigus Molding Products G 79,000 Douglas 5 R Y
702 Uniue Mokding Products L_ 161200 Dougles 5 R Y
#0402  First Commance & Loan L 150,000  Sslewide L ViR ]
93-FY  AZF Economic Councl L BOODD  Sinleeice 5 UaR N
9802  Canierior Low Power Elecionics & 225,000 Tusspon 5 WUL&R N
SAFY ic "Flanvive” Losn L 120,000 Phomnix -] [TF Y. Y
Subdnisl 12,808 811
Capitel Markety Losns L 1950000  Gisbewide 5 u N
4 Legrtkutnehr Mandabsd Propscis A 1,250,000 Virious. HA URR Baith
Small Business innovaton L L 1,000,000 Vanous g u A

TOTAL CEDC FUNDING TD DATE Sl s
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Appendix 2

Work Force Recrultment and Job Training Grant Portfolio
FY 1994 - FY 1997 .
—FY aporoved” Bacipient Grant A Mg, Salery
1904 Bank One AZ BankCard Swc Cir 281,085 25,800
1954 Cariton Trvel Mabsonk 52 040 19374
1994 Cataling in-Homs Svos, lnc 24,000 14,506
T Chipaoil 90,004 12 800
T () Disconvir Cand Svis 450,000 13,245
160 Express Soriphs 10u,. 504 24,7
1984 F & B bamf. Co 45,500 o488
1064 Huggives: Minade Sysiems Co 500,000 1256
195 [T} 184,840 11842
184 Moy Misviosting 180,107 19.304
T MECoChep 242 T25 30,119
T4 Mistiwrsal Computer Systems 40,000 ®AT
1004 Ovbitsl Scisnces Comp 170,000 Fafhrrg
1904 Schwelber Foods, Inc 30,000 23T
1054 TRW Vishicle Salsly Sysiems 254,100 1781
105 Thee Cross Country Gip 200,000 13,951
1954 ‘Waigresrry Healthcars Phus 200,000 24 12
TS Acrns Elactric Comp 14,700 25200
TS Advanced Senvice._ inc TR, 500 10,808
1995 (3) Avil, Inc §T5.000 In 587
19495 Conar Comp 10,000 5.1
1085 Eco Gmp 20,000 A5 30a
1995 () iFos: Animalion Shadios, inc 300,000 L. il
1985 Lorsl Asroniatron: 160,000 25,980
TEOS Microscs Compuler Civs, Ine 257500 17,540
bl ] 0N Eleciromic ibatarialy 500 18850
1S Pilshyry Baheriss and Fooceervioe. Inc 5 085 ), T4
1885 Powen Pacagng, nc 58,000 15,180
1985 Promar One: Miding Sves 20.600 17,237
1955 Foadegy Packege Svea . 24,001
1955 Seas Matl Bank 102, 850 15,928
T Suyetr Flaclinior Coillx 10,000 23019
1885 () Sopsrshotts AT, e 150,000 16,249
1995 Tha Vangused Gip 18125 18,253
1935 ‘Walle Com 160, DO 14 455
1955 Wells Fargo 50,000 a9
1985 ‘Wie Elsctronica. 20200 2196
1996 Achvanced lalersly 33,600 il el
1996 Astna Rtstment Sves 22T 500 28000
1955 Alr Prociaces. snd Chemicals 40,500 8130
s &) Cigna Haslthcam 221,000 30532
TG Continentsl Crciais. 102,000 a2
1996 Distribution Aschibects 63,000 P L
1996 Eiecironic Gsts Systers 140,500 20,800
1955 PECANrsinch 113400 rm
1 ITW Anglsboard, bnc 13,300 Z216
198 JDA, Soltears_ e 40,000 52,584
L) Mintpon Marvigation 54000 2,148
1986 - Mscitromic Wicro-Ral, nc 08,000 38188
1998 Mena Sprinkier 18,000 28,268
1996 Pacesetior, inc 145, 00D N
1886 Salewy, inc 196,000 20,970
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1957 Chaies Scihwesh
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1867 Conair Comp

1997 Cross Country Gmp 2
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1987 FA CS Wesd
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1887 ) Hughes Mixsils Sysiems Co
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T Lincain Lasesy

9T NCDonnell Dougies Technical
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17 Ol Tucson Stuion -
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1987 Sears Mation Bank 2
1957 St
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1957 Soultweest Airfres

1997 Tiucson Heast Hospitsl [Medcelh)
85T 2020 Vesousedd

1954 Concapl inc: of Dalswars, Boy Datention
1564 Heoeed Corparaltn

1954 TRW Asnnnhics aind Surwillang Gip
1993 Abboll Labs - Ross Products Dirision
] Stone Contaimer Corp
TRSE Waronin Tz

1T Compctions Comp of Amencs
17 Eod

“ear beol Componemiy LS4
T Dl Mtarard

i . Nk, Mk

1 Uppeer Crust Ealosry

HoE Controls. Yeesl, inc

185 Dynco kantachaing
1955 Hisris: Precmion Mokd
1984 Inleriwrs Deis Sysiams
1085 Lt Aurpid kiwrsulacharng
1985 Lnnepriahl Seemac ol
1985 Medics Pharmaceatical
1085 Ranicn Tachrology Grp
1565 Service & Sales. inc

1885 Tach Mokd, nc

1906 A-Tion Coip

1908 AZ Rotocralt

1908 Acion-Nel Group, e

] . ] Cataling Coatinegs, bc.
] Chax da Praz Clebipachlc:
1998 C Sive Eni .

GoagiAml Avg. Ssia'y _Locsiion Sits = Rursiiictag
ey ] L F 08 Phomnby - L 1]
254 450 1IAT - Tucson L (1]
1M1 nae P L (1]

000 M Prupenin L 1]
10,500 B8 Temps L u
30500 28, T Phosnix L u
[ jFd -] NS Saleeids L u
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B0, Oy 22T Phanix L u
280, D0 18,540 Ttk L u
18,700 1TATR Giwndake: L u
17, 200 i R Tocson L u
A.000 ST Phoanix L v
150.000 M. T Godyear L w
228,000 18,280 Tarpm L u
&7.000 26 50 Tampa L u
10,000 18, 508 [P L u
2000, 000 N5 Tiaan L u
5,000 W HE Tamps L u
0,500 1172  Phosns L u
153,000 XD Goodre L (1]
1129898 B Chandier L u
7,700 11008 Tiacatun L u
7. 800 2,008 Tusmon L u
IX0.000 15288 Tampe L 1]
128,000 A0 Gl L U
25,000 SR Tarnps L F]
174 8 bl ] Phosnix L b
A3 000 34 Tecson _ L H]
406000 24003 Phosnix L u.
102 08 17358 Eloy L (]
140,000 18,587 Casa Grande L [}
114,000 MWIBS  Shera Vista L [ ]
113, ol TS Comn Grancs L [
A7, Do X 104 Snowlsic L R
i, 250 404  Balemont L ]
211,400 21,758 Eloy, Fornos L R
plr Ew. | 21887 Praacok L R
15 000 16804 _Cosy Grance L R
16500 11,445 Phatusri E u
18,000 0,100 Phownix 5 1]
™24 15906  Phosnix - 5 [ ]
T.000 b Tmpe: 5 w
8,000 2 1ms Phoanty ! u
31,500 11048 Tempe: - & u
1585 68 i AR Pininiiai; 5 u
A7 AN 19618 Phomnbx g u
#0000 nsm Tarpa 5 u
b Q00 ITS¥  Poosnix s u
12,000 MTIE  Phosni 5 u
14,000 20,905 Ty 5 u
24,000 23,124 Tump -] u
2,758 2.5 Timtmon B u
93,000 X052 e & u
130,000 26349 Masn E w
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=222 19374 Phosnb & w
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SURPLUS PROPERTY MANAGEMENT
Arizonz Department of Administration
JLBC/OSPB Joint PAR Report

Overview - The mission of the Surplus Property Management program within the Arizona Department
of Administration {ADOA) is to reutilize surplus state and federal personal propenty through an effective
and efficient distribution system 1o eligible governmemal and non-profit organizations and to maximize
the dollar return to the state on the property sold 1o the peneral public. After reviewing the agency Self-
Assessment, JLBC and OSPB Staff reached the following conclusions:

. The state program reimburses agencies differently for General Fund property than for Other Fund
property.

. The program emphasizes redisiributing useful property, not maximizing proceeds to the state.
. The program serves local governments and non-profit agencies in addition to state apencies.

. The federal General Services Administration commended ADOA for the performance of its
federal surplus property program

* The program tracks insufficient management information, but is working to improve data
collection.

. According to the Competitive Government analysis conducted by ADOA, privatization is a
viable option for the program’s properny transportation and auction functions.

The agency Sell-Assessment was well written and contained most of the required information. The
JLBC and OSPB Stafls acquired further information about the program through follow-up mectings, a
tour. and information requests. The department regularly conducts customer satisfaction surveys and_ as
part of the Self-Assessment, conducted a benchmarking survev of 11 states (including Arizona). The
program’s current strategic plan with performance measures immediately follows this joint report.

Program Description - The Surplus Fropeny Management program collects property, which it either
sells, recycles, disposes of, or redistributes to governmental and non-profit entities. The program
accepts property from schools, local government, and federal, state and non-profit agencies (“donors™);
then redistributes it to other such agencies (“donees™). Enuties using the program include, for example,
state agencies, small city governmenis. fire districts. school districts, charter schools, half-way houses,
county jails. non-profit hospitals, and food banks. For disposal of unusable items, the program accepts
(and picks up) only siate apency items. The recveling program primarily handles state agency scrap
metal and office paper. The program provides state apencies with paper recycling bins, which are picked
up on a regular basis by private sector contraciors. ADOA only accepts federal items either requested
by, or likely 10 be chosen by, a donee. The program is responsible for selecting and picking up federal
items; it uses both in-house staff and contracted transportation services.
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The program tracks “state™ and “federal™ surplus separately. All non-federal items (from state agencies,
schools, et cetera) are considered “state™ surplus. For state property in FY 1996, the department
received 1,800 disposal forms containing 22 402 line items. (A line item may contain one or several
items of a given type, soch as “10 chairs.™} It processed 866 ransfer documents to redistribute state
property o donees. (Transfer documents may contain multiple line items.) For federal property, the
department visited federal sites and selected approximately $1,825,200 worth of items for the program to
receive in FY 1996. [t processed 548 transfer documents to redistribute federal property to donees. The
program maintained active files on 675 donee agencies and logged 3,608 visits from donees at the
surplus property warchouse.

The program typically holds three public auctions a year, where it seils items not purchased (or likely to
be chosen) by donee agencies. Low value items are grouped with like items for sale as one “lot™ The
auctions are attended by dealers and members of the public. In FY 1996, the program registered a total
of 1,625 bidders and sold 1,217 lots of items, collecting $1,419,100 for state property and $21,000 for
federal property.

Program Funding - The program has two non-appropriated funds, established by AR.S. § 41-2606:
the State Surplus Materials Revolving Fund (State SMRF) and the Federal Surplus Materials Revolving
Fund (Federal SMRF). The stamte requires that all uncommitted mogies in excess of $100,000 in the
State SMRF at the close of a fiscal year revert w the General Fund. For the Federal SMRF, the statute
requires that all uncommitted monies in excess of $50,000 at the close of a fiscal year be retumed to ©
This is in keepmg with federal regulations which prohibit the state from profiting from the redistribution
of federal surplus items. Thhﬂehduwmihemmdmmumﬂmﬂ:ﬁ:
federal program.

! Table I: Fudnrﬂ-ﬁnrpluﬂlm'hhﬂﬁﬂvinnd-
Cash Flows in and out of Fund ¥

Beginning Cath Balence
Revemees:

Property Sales
Public Auction
Totml Reven e

Expeenedibuines:
Operating Cosis
E.uiin,gtutﬂl-u

Amhmmdﬂm

Tiovtal Comemitted Cash of Year End
Uncommitted Cash st Yesr End

If FY 199% and FY 1997 smounts were reponted by ADOA. FY 1978 Exierasiar e bassd o the iverage prior youn” otpoadianes.
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For federal surplus items transferred to a donee, ADOA charges an average of 4% of the ariginal
acquisition price of an item. The percentage is set by formula in a State Plan of Operation between the
state and the federal General Services Administration. The federal government is not reimbursed for
wransferred items. Federal law prohibits states from choosing items specifically for sale, but allows the
sale of unclaimed items. If the items are sold at auction within two years of receipt, ADOA and the
General Services Administration each receive 50% of the sale price. State proceeds are deposited into
the Federal SMRF. If an item is sold after the two-year period, all proceeds go 10 the General Services
Administration. Federal law requires the federal program to operate as a break-even, rather than profit-
making operation.

The state program reimburses differently for General Fund property than for Other Fund
property. The program also charges donees for state surplus property. ADOA has established prices
for most items, which the property manager may vary depending on an individual item’s condition. (See
Appendix A for a copy of the price puide.} Donor agencies do not receive payment for property
oniginally purchased with General Fund monies or vansferred/sold for less than $50. For state surplus
items originally purchased with Other Funds, donor agencies receive T0% of the proceeds for items
which are transferred 10 another entity and 90% of the proceeds for items which ADOA sells at public
auction. The program’s reimbursement policy (which is set by rube) may create & disincentive for state
agencies to donate property purchased with General Fund monies, since the agencies receive no paymem
for these items. ADOA believes that this is not the case, because items are generally passed down
through several owners within an agency before being donated as surplus property. The program reports
that items are donated not for the reimbursement an agency expects to receive, but because the jtem is no
longer of use to that organization.

Other Funds are reimbursed for donated properry. as previously deseribed. In theory, the General Fund
should be reimbursed each year via the vear-end reversion of uncommitted monies in excess of
$100.000. In practice, the State SMRF reverted no monies 1o the General Fund from FY 1992 (when it
transferred $57,700) until FY 1997 (when it transferred $18.800 for the FY 1996 year end). The
program expects to revert approximately $122 900 in FY 1998 for the FY 1997 year end. In conirast,
the fund has repularly reimbursed over a million dollars a vear to Other Funds, as shown in Table 2.

Some of the disparity in the distribution of proceeds could be explained by differing donations from
General Fund and Other Fund agencies. ADOA repons that General Fund agencies tend to donate lower
value items (such as office furniture) and more unusable (disposal) itlems, while Other Fund agencies
donate higher value items (such as vehicles). This is based on anecdotal observation because, as with
most of the program’s data, the fund source 1s noted on the individual wnticn dopation forms, bt not
compiled or entered ino a computer data base. Dwue 1o the lack of data, the JLBC and OSPB Staffs were
unable 10 determine whether proceeds from the General Fund subsidize the handling costs for Other
Funds. or whether the General Fund receives higher reverimenis than it would if it were treated as an
Other Fund.
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Table 2: State Surplus Materials Revolving Fund -
Cash Flows in and eut of Fund V

FY 1’4 ' FY I!H FY %7
Actusl Atual Actud  As ol TNTRT

Begmning Cash Balance $491.100 429,300 3323} S350 300

Revenues:
Property Sakes $L138.600 501091800 £1.000.800 $944. 500
Public Aucison 943, 1 L] 141%.100 QB2 G0
Recveling B4 _ 89700  __BAI00 33,700
Towal Revenues 32040000 FREZ 400 51505000 31986 800

Expendimres:
Operaaing Cons § 73,500 5680, 100 $878 200
Fermbairiements to Other Fund Agencies:
Paid 1,303, 408 1. T, 500 1. 160_500

D * 40400 190400  _JE2400 236400

Teal Beambnprscments o Oither Fund Agencess 1,745,800 1.959,900 1,312,600 LT13.300

Ending Cash Balance * _59 100

| Comsnined Cash a2l Year End:
Aoorsed Personne] Coss . 23 800
Reserved For Progeces * 224,100
Accrued Special Services Overhead T. 400

Clasms Favahle _m
Toual Commitied Cash s Year End ¥ 5% 500

Lmcommmed Cash at ¥ear End
Reser 1o Generad Fund

Endmng Cash Balapce Afier Beversion

I FY 19 shrough FY 1997 Actuals are based on kmounts mporied o ADOA  FY 1995 Eqnmaies gre bl on the aveyege of prior yean"
trpondiune, except for Resorved For Projeco. which i baged on ADUW 3 cxtimanr

2" The Endsng Cash Bakwnce does o reBeet expendunes for Reimibyriements Due o Other Fund Agencies or Comenimed Cath o Year End,

3 M whe wmounss noaersed foc progecis, 733,000 i FY 1994 wa bor aoffice rencs s iad 5 EHUI00 m FY 1996 was for & thock, esphalt meprvwemenl,
ard amew mal 16 FY (994, 500,000 for an mfomeanon swolnnlogn sssiem was unapens snd reacrved again in FY 1997 and FY 1998

4 The noveriion amoun i calculsied bry the ADOA Genersd Accountang Dfice and wranaferved st the beginaing of the next fisesl yeur, For example ihe
118,800 for FY 15% was gmsiformed s FY 1997 The FY 1997 wmount refiecu am ssticipated year end reverion

The program entphasizes redistributing useful property, not maximizing proceeds to the state.
The Surplus Property Management Program views its pnimary mission as facilitating continued use of
property which has already been purchased with waxpaver dollars. Since items will be redistributed 1o
governmemtal or non-profit entities, ADOA tries to minimize the amounts these entities pay, to avoid
additional taxpayer expense. Although not limited like the federal program, the state program aftempts
to break even on its overall cosis. To do this. ADOA sets the fee for an item at the lowest price which
will recoup its handling costs. The 70%-of-transfer and 90%-of-auction amounts reimbursed 10 Other
Fund cnuities are based on ADOAs estimate of the costs it incurs in handling items, plus approximately
3%. The remaining proceeds {30%:-of-transfer and 10%+-of-auction) go 1o the state SMRF. These
monics, along with recycling proceeds, pay for iransfers, auctions, pick up and disposal of unusable
vems. and recveling costs.
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" ADOA works to ensure that items arc placed where the program believes they are most needed. rather
than where they will bring the highest sale price. However, if an item is not purchased {or likely 1o be
selected) by a donee, it is sold at public auction and ADOA tries 1o maximize these proceeds. The
program reserves the right to withdraw an itern from an anction if it doesn't bring a minimum sale price.

Recycling revenues have varied with the market, as reflected in Table 2, but continue to show a small
profit. The department does not separately track disposal costs for items it cannot place or sell. ADOA
reports that it encourages state agencies 1o tumn over all items, rather than making their own
determination of whether an item is still usable. ADOA's premise is that this avoids both waste and any
appearance that state agencies throw away useful items.

The program serves local governments and non-profit agencies in addition to state agencies. The
depariment does not give preference 10 state agencies, but, again, tries to steer items toward what it sees
as their best use. A profile of donations from (and 10) state apencies versus other entities is not
available. While ADOA records this information on individual written forms, it is not compiled or
entered into 2 database,

L L E L L Ll

¢ How does the program mission fit within the agency’s overall mission and the program’s enabling
authority? .

The mission of the Surplus Property Management program is “To reutilize surplus state and federal
personal property through an effective and cfficient distribution system 1o eligible governmental and
non-profit organizations and to maximize the dollar return to the state on the property sold 1o the general
public.” This support role fits within the department’s overall mission “To provide high quality suppon
S€Tvices 10 government agencics, the public. and state employees 1o enhance our customers” ability 1o
achieve their goals.”™

The mission also fits within ADOA s siatwtory requirements. A.R.S. § 41-2601 through A.R.S. § 41-
2607 establish the two surplus property funds and providc that the department may acquire United States
surplus materials; make charges and fees for surplus materials; and sell {by public auction or other
method), lease, transfer, or dispose of surplus materials to a state governmental unit or a political
subdivision. The statutes also authorize ADOA 1 adopt Tules for the allocation of proceeds from
surplus materials and authorize a governing board or executive head of any state governmental unit,
pohtical subdivision, or non-profit institwtion determined by ADOA rules to be cligible to receive
surplus property to make payment for such property. In addition, Laws 1982, S.J. Resclution No. 1002
provides that the Legislature adopted ADOA s federal surplus property plan as the permanent plan of
operation.

¢ Does the program meet its mission and goals ¢fficiently and effectively, including comparisons
with other jurisdictions® Do the historical performance measuwrements and the fulure
performance largets adequately measure poals?
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The federal General Services Administration commended ADOA for the performance of its
federal surplus property program. The General Services Administration conducts biennial
performance reviews of each state’s federal surplus program. it evaluates | 5 major catepories, including
organization and operations, property and inventory control. equitable distribution, compliance and
utilization review, and audits. In the last review (February 1995), the federal auditors concluded that:

“The overall finding of this review is that the donation program as carried out by the Arizona State
Apency for Surplus Property is a professionally staffed operation which brings great benefit 1o the
residents of the state. The staff is enthusiastic about and committed to the program particularly
becaunse of its close imeractions with the donees. Staff members demonstrate an excellent
understanding of the Federal surplus property program and for that reason, the program they operate
15 very well managed ™

Based on its past compliance, the General Services Admimisiration exempted Arirona from its scheduled
1997 review.

The program tracks insufficient management information, bat is working te improve data
collection. As information is inaccessible. it is difficult for the JLBC and OSPB Staffs 1o determine
whether the state program meets its mission and goals efficiently and effectively. The department
records most required data on individual ransfer documents, but does not compile the information or
enter it into a database to allow analysis and management reports. For example, for state surplus
property, ADOA can report the number of line items processed, but not the number or value of items
handled. For the federal program, ADOA can repon the value of items received, but not the number of
items handled. Similarly, the program could provide only anecdotal data on the type of cquipment
received from (or transferred 10) state apencies versus other entities because this information is not
compiled.

[t appears that other slates may similarly lack data on their surplus property programs. To compare its
operation with other junsdictions, ADOA surveved 11 states. including Arizona. In response 1o “How
many line items did you process last calendar‘fiscal vear™ only one other state responded, answering
2,000 documents™ (ADOA reported 22.402 linc items on 1.800 documents). In response to “How
many vehicles did you process last calendarfiscal vear™ only 2 states responded, answering “1,000
plus” and “100" {ADOA reported 514 vehicles).

For each FY 1996, FY 1997, and FY 1998. the program has reserved $100,000 for development of an
automated information system. As of the bepinning of FY' 1998, ADOA has spent approximately
$3.000 10 work with a consultant on developing a new inventory system and designing the associated
Request for Proposal. ADOA reports that it is working with the new Government Information
Technology Agency for approval of the project. ADOA expects 1o issue the Request for Proposal in
FY 1998. 1o implement by July 1, 1998,

In depanmentwide cusiomer satisfaction surveys distributed 1o 100 state agencies by ADOA, other
agencics rated surplus property an average of 4.83 in 1994 and 6.04 in 1996 (on a scale of 1 10 8). In
quarterly cusiomer satisfaction surveys conducted by the Surplus Property Management Program over
the last 3 vears. customers rated Lhe program “Excellent™ from 44% to 63% of the time. “Good™ 34% to
49%. “Fair” 3% 10 7% and “Poor” 0% to 0.4%.
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The program's performance measuremenis need to be improved. The “overall customer satisfaction
measured by biennial survey (scale 1-8)" measure is useful and reflects ADOA's strong commitment to
after implementation of the computerized inventory system.

+ Are there other cosi-effective methods of accomplishing the program’s mission?

According to the Competitive Government analysis conducted by ADOA, privatization is a viable
option for the program’s property transportation and anction functions. ADOA is responsible for
picking up any property donated by an agency and bringing it to the surplus property warehouse, usually
by truck. This is currently performed by both ADOA staff and contract services. ADOA states that jt
already has achieved a good mix of contract versus in-house transportation, using private sector services
when it is cost efficient, but ADOA staff for multiple-site pick ups or where inspection of property is
required. For federal property, ADOA generally sends a program employee to imspect and load the
property, and to scout for any “new™ property that has become available, This prevents acceptance of
damaged property and climinates the need for a separate scouting trip. Either a state truck or private
sector shipping is used, depending on the distance, amount of property to be transported, and

ADOA hazs not seriously explored tuming surplus property auctions over to the private sector. The
department states that it would be impractical to privatize the entire function because of federal I
government requirements and the high percentage of low value and disposal items donated by state
agencies. The federal government requires a break-cven, rather than profit-making, operation on federal
property. In addition, while the federal government allows the sale of uwowanted items, it preciudes
states from accepting federal property with the intention of selling it and limits the sale price to a
nominal handing fee. Thfuimlpngmmlsmmududmlympmhugﬂwmﬁﬂh&ufmm
items, not to bring a profit to the states.

For state surplus, ADOA reports that a large part of its job is disposal of unusable and low value ftems
donated by state agencies. As poted above, ADOA encourages state age.wies to tumn over all items in
order to prevent waste and avoid any appearance that state agencics throw away uscful items. In
addition, the *best” items are placed with donees, rather than sold at anction. This leaves only a limited
number of items available for auction. For items which ADOA has designated for public auction (such
as low value property grouped into “lots™ and other items not selecied by donees), the department should
compare its auction costs and proceeds 1o a private sector auction contract.
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APPEKDIX A

SPMO Miscellancous Tems Pricing Guide - January 1997 edition
NOTE: Use this as a guide, the prices are for items in good condition. that appear 1o
work. If parts and pieces are missing or the items are rusty and dirty, vou can adjust the
price accardingly, Also if the equipment 15 in really nice condition yvou can bnng up the
price, however please tell the warehouse manager when you have upgraded pricing

Office Machines
Typewriters

electnc

manual
Calculators
Dicraphones
Recorders
Microfiche readers
Microfiche printers
Record players
Film projectors
Filmstnp projectors
Screens

Copy Machines
Desktop

Large multifunction
Small muhifunction
all other old machines

OfMice Furniture
Chairs
Filing Cabinets
Desks
single ped metal
double ped metal
single ped wood
double ped wood
execulive wood or metal
Partmons and dmviders
Double door storage cabinets
Tables
folding
hibrary small
hibrary large
conflerence
Bookcase metal two shelf
Bookcase wood twe shell
Bookcase large metal
Bookcase large wood
Blackboards' dryv erase

4500
5.00
5.00
5,00
5.00

10.00

50.00
5.00
5.00
5.00
3.00

75.00
175.00
125.00

2500

20 00
10 00 per drawer

1500

25 0

25 00

3500

see warehouse manager for pricing
500 ea.

30.00

1000

1000

20000

see warehouse manager
1500

3000

2500

4500

1000 large 5 00 small
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Radios / PS equipment

Hand held 5.00

Mobile 25.00

Pagers 5.00

Light barz 100.00

Bincculars

Telephone systems

Phone systems see warchouse manager
Phone instruments 500 ea

Commercial Kitchen Equipment

Stoves 12500
Orwens 150.00
Choppers 75,00
Serving lines 100.00
Mixers

60 gt 150.00

< 60 qe 5000
Freezers 125.00
Refrigerators 150 00
Steam kettles 15000
Vending machines 100 00

Shop Equipment - see warehouse manager

Computers
CPU's (boxes)
BOBE's like IBM PC's ar Zemiths L300
286's like Compaq deskpros or IBM AT's 2500
3B6's S0
486's see wirehouse manaver
Monitors
PC monitors 25 00
mainframe terminals 2500
Printers
dot matrix line printers 25 00
laser priniers 75 00
Keyboards MiC
Modems SO0
Mainframe equipment see warehouse manager
prcpuid doc
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FLEET MANAGEMENT PROGRAM
Arizona Department of Admimistration
JLBC/OSPR Joint PAR Report

Overview - The Fleet Management Program operates a fleet of vehicles that is available 1o State
agencies for short or long-term lease. The Arizona Department of Administration (ADOA) is charped
with managing all aspects of the fleet, from procurement to disposal of the vehicles. Afier reviewing the
agency Self-Assessment, JLBC and OSPB Staff reached the following conclusions:

» Conwol and ownership of the State Motor Vehicle Fleet is not centralized. Almost 1,000 vehicles
are owned by agencies not specifically excluded from the ADOA fleet by AR.5.§ 41-803E.

= The agreement for the Anzona Department of Transportation to perform vehicle maintenance for
ADOA vehicles has not yet demonstrated cost savings. '

+ The impact on vehicle resale value is not considered in policies affecting Fleet Management.

o  ADOA plans 1o partially meet the statutorily required timetable for conversion of the fleet to
alternative fuels. These vehicles, which can use gasoline and alternative fuels interchangeably,
currenily use gasoline 87% of the time. Policymakers may want 10 reassess the staie’s alternative
fuel requirements.

The agency Sclf-Assessment was fairly well wrinen. However, information such as the size of the flect,
vehicle count and milcage of the taxi and extended dispaich fleets, vehicle make and manufacturer
profiles. and maimenance and repair data has been provided 10 OSPB and JLBC in prior years but was
not included in the PAR Self-Assessment. Six recent studies of the State of Arizona motor pools were
mcluded in the Self-Assessment. The OSPB and JLBC S1afls acquired further information about the
propram through follow-up meetings. tours. and information requests. The program’s current strategic
plan with performance measurcs immediately follows this joint report.

Program Description — The ADOA Fieet Management Program manages 1,978 vehicles, which is Jess
than 14% of the total State motor vehicle fleet and 21% of the State light duty vehicle fieet. The ADOA
vehicles were driven 24,269,617 miles in FY 1997, The 21.5 ADOA Motor Pool employees are charged
with managing the procurement, assignment. and utilization of the state motor vehicle fleet,
Maintenance and repair of ADOA vehicles is accomplished through an Imergovernmental Agreement

with the Arizona Department of Transportation. ADDAs standard for vehicle replacement is five years
of age or B0,000 milos.

The enabling statute, A R.S. §41-803, excludes the Depariment of Public Safety, the Department of
Transportation, the Department of Economic Security, the Department of Corrections, the Universities,
the Community Colleges, and the Arizona State Schools for the Deaf and Blind from participation in the
state motor vehicle flect. Therefore, 69%: of all suae vehicles are owned by agencies statutorily
excluded from the ADOA flest.
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The ADOA fleet has two primary components: the taxi fleet and the extended dispaich fleet. The taxi
fleet is available for short-term rental, which is generally 14 days or less, although written requests for
longer rentals are usually accepted. Vehicles in the Extended Dispatch fleet are in the long-term custody
of apencies, but vehicle titles are held by ADOA. The ADOA Motor Pool is responsible for
procurement and dispozal of these vehicles, and ultimately is responsible for preventative maintenance.
However, because ADOA does not have the Extended Dispatch vehicles in its possession, it must rely
on the custodial agencies to bring vehicles in for preventative maintenance. ADOA may repossess
vehicles that are not receiving preventative mainlenance.

Table 1: Profile of ADOA Taxi and Extended Dispaich Fleets

Taxi Extended Dispatch
Number of Vehicles-FY 1997 605 1,373
Number of Vehicles-FY 1994 410 1123
Percentage Increase 48% 22%
Miles Driven-FY 1997 5.2 million 19.0 million
Miles Driven-FY 1994 5.0 million 16.3 million
Percentage Increase 5% 16.6%
Average Miles per Day per Vehicle 33.0 545
Percent of Vehicles Older than 5 vears 47% 18%

or 80.000 miles

in order 10 buy into the Extended Dispatch motor pool. agencics must pay the cost for new vehicles.
During the life of the vehicles, agencies pav ADOA Mowr Pool fees, which include all operating costs
and an amount 1o replace vehicles. At the end of five vears. ADOA purchases a new vehicle of the same
type from the procurement contract and usually either sends the old vehicle to Surplus Property for
disposal (if i1 is no longer serviceable) or 10 the Taxi Fleet (if it is in good condition).

ADOA offers two options for leasing older vehicles which have been beld from surplus. These,
typically. are used by customers who need a vehicle on a long-term basis but lack the appropriation for a
new vehicle. One option is to lease these vehicles for $4.50 per day plus the appropriate mileage charge.
Currently 101 vehicles (or 7.4% of the Extended Dispaich fleet) are included in this program. Various
sections of ADOA, such as groundskeeping and construction services, have custody of §5% of these
reduced rate Extended Dispatch vehicles. These reduced rate vehicles account for the majority of the
vehicles used by intemal divisions of ADOA. The Fleet Manapement Program is piloting a second
option, which offers agencies long-term leascs of older vehicles. While these leases are typically more
expensive than paying the daily rates for new vehicles, the long-term leases avoid the necessity for an
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up-front vehicle purchase and avoid the inconvenience of an agency periodically tumning in and
requestng a new taxi vehacle,

Program Funding — The Fleet Management Office has a dedicated revolving fund, the Motar Pool
Fund. Sources of revenues include Extended Dispatch fees, Taxi Vehicle fees, and the sale of surplus
vehicles. The Motor Pool Fund was first appropriated in FY 1997,

Table 2: Motor Pool Fund Cash Balance

(Is Thousands)
FY 199 FY 1997 FY 1998 FY 1999
Actuals Estimate Appropriation® Estimate
Beginning Balance 53,1713 $44228 34,1278 $4.408.6
Revenues 11,025.0 93679 26415 8.918.4
Expenditures 07735 9.662.9 £.360.7 86286
Ending Balance $44228 41278 £4.408.6 $4.698.4

" FY 1997 Revenues are from AFIS actuals. Prior w FY 1997, ADOA recorded agency new vehicle parchases as revenoes,
with resulting expendinures. FY 1997 Expenditures arc the appropriaied amoun: and inchade $1,400 000 of noR-revertmg
funding appropriated in the 42nd Leg., 7th Special Session, Chapter 6 for ahemative fuel vehicle conversions. Only 590,100
of this money was spent during FY 1997,

¥ The Federal Government recently has objected to the karge Motor Pool Fund ending balances, compared 1o its
expendinures. The Motor Pool Fund is expecied to reimburse the federal government approximately $640,000 for FY 1096,
The administrative adjustment period for FY 1996 has passed, so 2 supplements] appropriation during FY 1998 will be
necessary, This amount is not reflected in expenditures.

ik i ok ok kel

* How does the program mission fit within the agency's overall mission and the program's enabling
authorify?

The ADOA Motor Pool’s enabling authority derives from A.R.S. §41-803A, which states that *The
dircctor shall operaie a motor vehicle fieet for all state owned motor vehicles which shall be made
available a1 convenicnt locations in the state for the purpose of providing wansportation for state officers
and employees, except those officers and emplovees of any agency or department excluded by
subsection E of this section.” The Motor Pool s mission statement “10 cfficiently and effectively
manage a ficet of vehicles designated for use by employees and officials of the State of Arizona on
official state business™ falls within the authonity provided by this statute. It also meets the ADOA
agency-wide mission statement: “10 provide hugh-quality suppon services to government agencies, the
public, and state employees 1o enhance our customers” ability to achieve their goals™

¢ Does the program meet its mission and goals efficiently and effectively, including comparisons with
other jurisdictions? Do the program’s performance measures and performance targets adequately
capture these resulic?

Control and ownership of the State Motor Vehicle Fleet is not centralized. Almost 1,000 vehicles
are owned by apencies not specifically excluded from the ADOA fleet by A.RS. §41-803E.
ADOA’s Motor Pool Fleet only represents approximately 20.6% of the State light duty vehicle fleet,

199X Program Authorization Review: Fleer Manogemerd ADOAFM - 3

e e sl roem o oo im0 L oo ™ Ga Rk

b




according to the Risk Management Exposure Survey for FY 1996. Chart 1 outlines the profile of vehicle
ownership in the Risk Management data:

Chart 1: FY 1996 Vehicle Count
(* Indicates Exempt from ARS 41-803)
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Sounee: FY 19946 Bk Management Exposare Survey; Excludes Medwm Trucks, Heavw Trucks, Ambalanoes,
F-"-!ﬂlnn:} ckos, Heavy Equepment. Buses, and ~Oaher™ vehaeles

Despite the fact that some agencies may have a legitimate need to manage their own vehicles and some
other agencies object to ADOA control of their vehicles, starue appears to allow only the agencies
designated with an asterisk in Chant 1 10 have vehicles separate from the ADOA fleet. In an apparent
violation of stanute, approximately 950 light-duty vehicles (or 10.4% of the total) are owned by agencies
not specifically excluded from the Siate Motor Vehicle Fleet in A.R.S.§ 41-803E. Of the 30 non-excluded
agencies reportedly owning vehicles, only Game and Fish and the Mine Inspector have Interagency Service
Agrcements with ADOA permitting agency ownership of these vehicles.

ADOA has not interpreted A.R.5. §41-803 as piving it authority over flect administration for all agencies.
Reasons for this interpretation include ambiguity in the language excluding some agencies and the ADOA
view of itsell as a service-provider. This stanute appears to give ADOA the control pecessary to centralize
fleet management, as recommended by Project S.L.IM. in 1992, the Auditor General in 1994 and the
Office for Excellence in Government in 1996.

The dispersion of vehicle ownership throughout State agencies causes difficultics in assuring adherence 1o
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a rigid schedule of preventative maintenance for all State vehicles. Many agencics, such as the Departments
of Game and Fish and Public Safety, frequently take their vehicles 1o private garages and pay retail prices
for service and repair despite the fact that ADOT maintenance facilities have capacity available, including
14 facilities outside Maricopa County. Some benefits, such as economies of scale, could be gained by
having all stute vehicles owned by ADOA and repaired under the ADOA/ADOT maintenance agreement.

Another benefit of central control could be savings from modifying vehicle usage. ADOA conducts an
initial evaluation of wehicle purchase requests, but does not confirm how the vehicle is actualiy being
uscd. As an example of how ADOA could save the State money, the 1992 Project S.L.IM. Report on
the Department of Administration mentioned that “many™ ADOA four-wheel drive vehicles (4x%4°s) arc
“never driven off the pavement.” According to State of Washington data, the per mile cost of 2 four-
wheel-drive truck is §.37, while a two-wheel-drive truck (4x2) costs §.25 to operate per mile. State 4x4
vehicles were driven 4.5 million miles during FY 1997, which is more than 18% of all miles driven in
ADOA vehicles. Significant cost savings may therefore be obtainable by encouraging agencies 1o
review vehicle usage and shifi 10 4x2°s. Assuming, as an example, that 20% of those miles could be
driven with two-wheel drive vehicles, ADOA could save the State over $100,000 per year. However,
ADOA has not investigated this area and there is curremtly insufficient data available to confirm this
conclusion.

ADOA Fleet Management has not taken on the responsibility of maintaining centralized fleet information.
A.RS. §41-803C states that “The director shall provide for detailed cost, operation, maintenance, mileage
and custody records for each state owned vehicle.™ Again, it is unclear whether excluded agencies are also
excluded irom this subsection. ADOA does not believe it has a mandate to require data from other
agencies. Although ADOA Motor Pool does not collect this information, bath ADOA Risk Management
and ADOT collect limited data on statewide motor vehicles. ADOT only collects data on vehicles it
services. While the Risk Management data is more complete, it is collecied from an overall Risk
Exposure survey that is filled out and returned by apencies. Risk Management reports that it does not
have sufficient staff or expertise 1o audit any of thesc survevs, and does not provide guidance on vehicle
type definitions.

ADOA plans to partially meet the statutorily required timetable for conversion of the fleet to
alternative fuels. These vehicles, which can use gasolioe aod alternative fucls interchangeably,
currenily use gasoline 87% of the time. Policymakers may want to reassess the state’s alternative
- fuel requirements. The timetable set out in A.FLS. §41-803K_2(a) requires that 40% of the catire
ADOA motor vehicle fleet convent to alternative fuels by December 31, 1995, The Omnibus
Reconciliation bills in 1995 and 1996 narrowed this requirement 10 40% of vehicles in Maricopa County
for FY 1996 and FY 1997. This language expired at the beginning of FY 1998, which was July 1, 1997
As ol this wniting, 386 ADOA vehicles, or 19.5% of the feet, are Alternative Fuel-capable.

The timetable outlined in A.R.S. §41-803K.2(b) requires that 90% of the ADOA Maricopa County fleet
convert to alternative fuels by December 31, 1997. Because many of the ADOA vehicles housad in
Maricopa County are driven o other counties, ADOA calculates its Maricopa County fleet as mcluding
630 vehicles. Using this definition, the Department reports that 59% of the Maricopa County vehicles
have been converted 1o usc alternative fuels. ADOA expects 1o purchase or convert an additional 199
vehicles. for a total of 585 vehicles by December 31, 1997. The 42nd Legislature, 7th Special Session,
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Chapter 6 appropriated 31,400,000 for these conversions.

The three fuel types that ADOA has chosen are Compressed Natural Gas (CNG), Liquid Propane Gas
(LPG), or a methanol-gasoline mixture of up to 85% methanal (M85). To meet alternative fuel
mandates, it is possible to purchase new CNG, LPG or MES vehicles, or convert unleaded fuel vehicles
to CNG or LPG by purchasing conversion kits. Any of these “alternative fuel” vehicles can use gasoline
or an alternative fuel. As derived from Table 3, approxamately 4,238,100 miles out of 4.884 200, or
87%, of miles driven in aliernative fuel vehicles were powered by unleaded gasoline in FY 1997,

Tzble 3: Alternative Fuel Vehicle Profile

(FY 1997 data)
Liquid I-"_rnput Gas Eﬂw Natural Gas Methanol
Gasolime Mix
Mumber of Vehicles 1E 62 206
Total Miles Driven in Alternatively 1,410,639 SHR 656 2 804 BRI
Fuebed Vehicles
Estimated Number of Milés Driven an 515612 130,458 0
A lternative Fuels
Percent Dniven on Aliemnative Foels Th 5% 16_5u, 0
ProblemsShoricomngs Customer concem about |+ Low range Fuel is
odor »  Pressurized tanks cofrosive-
Technical difficuliies CIUsES customer hazardous ta
inszalling afiermarker concern spill on hands
coaversion kits ¢  Technical difficulties Difficalt to
Emissions tests of instalhing conversion ohiain el
conversion kits have had kies SUPPLcS
mixed resuls «  Emissions tests of
conversion kits have
had mixed results

LPG wehicles are bi-fueled, which means they have an additional and completely separate fuel tank and
fueling system for unleaded gasoline. The additional liquid propane gas tanks extend the range of the

vehicles. Given that LPG vehicles have a manual fue] switch and limited fuel sources, drivers frequently
opt for gasoline travel.

CNG vehicles can travel an estimated 50-60 miles on the three pallons of compressed natural pas that
can be carmed (due to the pressure that the fuel is under, bulky reinforced tanks are required). Given that
the average taxi tnp is 339 miles and nine davs long, the vehicle would have 10 come back to refuel
every one 1o two days on average. Currently this is impractical for trips outside of Maricopa County,
since the CNG vehicles are only fueled at the ADOT tank in central Phoenix. Therefore, the state CNG
vehicles are also bi-fueled, with separate fueling systems for compressed natural gas and unleaded
gasoline. ADOA plans to pursue refueling agreements with other entitics (such as school districts and
cities) as their CNG fueling sites become available.
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ADOA reports that Federal Test Procedure emissions test comparisons between newly purchased
unleaded gasoline vehicles and LPG and CNG-converted vehicles failed 1o show broad-hased
improvement in emissions performance afier conversion. ADOA believes that the reason for this lack of
improvement is that the afiermarket converters cannot adequately modify the vehicle's computer to set
the gasoline mixture properly. Factory-built LPG and CNG vehicles reportedly do not face this
problem, since factories are able to set vehicle computers correctly.

Table 4-Cost Comparison for Different Alternative Fuel Options
{Comparisons are based on an BS¢ per gallon bulk gasoline price)

Methanol-Gassline

Liguid Propane Gas Compressed Natural Gas Mix
Fuel Price (per gallon) 60¢ B¢ 8¢
Increase (Reduction) in Fuel Economy 5.3% (5.10% 2.5%4
from gasoline’
Con Increase (Reduction) per year per {190} 2y 544
Vehicle over gasoline™
Per Vehicle Aonual Cost Conversion Only Fattory- Conversion Faciory-lnstalled
Comparison Installed Omnby
Purchase Price Increase (Reduction) 52589 3,791 o 7n
per vehicle over pasoline™
Annualized Purchase Price® Sa3 958 1,481 55
Fuel Costs (190} [2) 4
Annual Cost Increase (Reduction) per -k $956 3479 390
Viehscle

" The CNG and LPG fizures are from Federal Test Procedure tesiing o [995 and 1997, ME% is the manufachurer estimate.

* The Swue purchased unleaded gasoline for approximarels 85¢ per gallon in bulk during FY 1997; annual mileage is
esnmared & 12,000 mibes/vehicle: this calculanion mcludes adjustment for ADOA Estimated Approximate Reduction in Fuel
Ecoriomy from gasoline.

* These numbers are the lowest Mode] Year 1992 contract prices for medium-sized sedans. The only factory-built LPG
vehicles bid were vans and pickups

* These figures are straight-line depreciation over 5 years for factory -mstalled aliernative fuel systems and 3 years for
aftermarksl conversions,

As noted in Table 4, it appears that the least expensive option currently available is to purchase new,
facrory-built M85 vehicles, Ford has been offering a promotion recently where the State of Arizona has
purchased the factory-built, gasolinc-methanol (MB5) Ford Taurus for approximately $300 less than the
gasolinc-only Taurus. In Model Year 1998, the MB35 Taurus is $300 more expensive than the gasoline-
only Taurus (according 1o ADOT, GM and Chrysler will also be offering M85 vehicles within the next
vear). Because the M85 vehicles have modified the existing gasoline delivery system and do not require
a second fueling system, they are repontediy cheaper to produce.

However, at the time of writing, ADOA has vel to obtain access 1o a reliable source of MES5 fuel and has
therefore been using 100% unleaded pasoline in these vehicles. ADOA is in the process of formalizing

TOUN Frogram Authorezation Review Fieer Management ADOAFM - 7

PR P

METPEPEPEINTT PR R i e e




an agreement with Maricopa County to gain access 1o its M85 supplies. Furthermore, the Department of
Transperation is attempting to make arrangements with a company in California that provides M85 to
State of California Flex Fuel Vehicles. The price for ME5 in Table 4 is from ADOA discussion with the
California vendor. Despite the difficulties obtaining fuel, given the money savings and some negative
expenences with conversion kits, ADOA has purchased 206 M85 vehicles in the last two years.

In order to come into compliance with the requirement that 40% of the entire fleet be alternatively
fusled, 405 more ADOA vehicles will have to be either converted or purchased new as alternative fuel
vehicles. Given that ADOA is only appropriated for 246 replacement vehicles in FY 1998, 1o make this
requirement the Department will have to purchase conversion kits for a large number of vehicles.
However, given the low percentage of miles actually driven on alternative furls, the expense and the
poor performance of the altemative fuel conversion kits, ADOA has delayed converting their vehicles to
alizrnative fuels in spite of the statutory requirements. Given these problems, policymakers may want 1o
rcassess the aliernative fuel conversion policy in A R.S. 41-803K.2.

The agreement for the Arizora Department of Transportation to perform vehicle maintenance for
ADOA vehicles has not vet demonstrated cost savings. On July 1, 1995, ADOA transferred all of its
vehicle maintenance functions to ADOT. The ADOA maimenance facility, equipment, and parts
inventory eame under ADOTs contral in exchange for a payment of $.041/mile, which represented
ADOA’s vehicle maintenance cost prier 1o consolidation. When the ADOA maintenance functions were
transferred to ADOT, the intent was to creale cosl savings through closing the ADOA shop. This has
not happened, however, and both shops have added a second shift since the beginning of the contract.
ADOA and ADOT believe that it is in the customers' best interest to have a source of vehicles close to
the Capitol Mall. To perform light mainienance and service on these vehicles, ADOT believes a shop is
necessary at the taxi dispatch center. The repont 1o be produced by a consultant jointly hired by ADOA
and the Office of Excellence in Government. David M. Griffith and Associates will examine
maintenance cost issues in more detail.

ADOA and ADOT have not been able 10 exchange data because of incompatibilities between their
computer sysiems. One impact of this problem is that ADOA has lost the ability to measure total fleet
downtime, and has lost the ensuing understanding of the effectiveness of the preventative maintenance
program. The performance measures repon that ADOA fleet downtime in FY 1995 was 4.6%, bur with
the shift to ADOT management in FY 1996, the figwre increased 1o 10.9%. However, because of this
computer system incompatibility, downtime data for these two years are not comparable. The FY 1995
figure is for the entire ADOA fleet, including Extended Dispatch vehicles. The FY 1996 figure excludes
the Extended Dispatch fleet due to this reporied lack of information available from ADOT. Because
ADQCA replaces these vehicles at least every 5 vears, Extended Dispatch vehicles are expecied 10 be
newer on average than taxi vehicles. In comparing the fleets, this tums out to be the case, with 47% of
Taxi vehicles exceeding the ADOA 5-vear/B0.000 mile standard for replacement and only 17.5% of
Extended Dispatch vehicles exceeding the standard. It is reasonable 1o expect that the newer Extended
Dispatch Fleet would have less downtime. Therefore, not including these vehicles in the FY 1996 Fleet
Dowmime Performance Measure would cause the flect’s downtime percentage 1o increase and make
comparisons betweoen the two yvears invalid

ADOA’s Performance Measures also denote the average age of the Taxi and Extended Dispatch Fleets.
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" Analysis of the ADOA flect datahase shows that the taxi fleet has aged significantly in the year since
ADOA last reporied the average age of its fleet. In its Master List submittal in 1996, ADOA reported
that the average ages of the taxi and extended dispatch fleets are expecied 10 be identical, at 2.7 years in
FY 1996 and 2.6 years in FY 1997. However, in response to issues raised in preparation of this report.
ADOA has updated these figures with the actual FY 1997 average ages of 2.7 years for the extended
dispatch fleet and 3.7 years for the taxi fleet. While the previous figures were compiled maore than a vear
ago, given that ADOA has purchased and retired vehicles, it seems unlikely that the taxi fleet could have
grown an average'of 1.1 years older in that time.

ADOA notes that they used vehicle model years in calculating these figures. This approach understates
the age of the flects. For example, a Model Year 1997 vehicle purchased in October 1996 would register
as brand new (0 years old) in a query done in August 1997. Basing age on vehicle delivery dates, the
average ages are 2.9 vears for the extended dispatch fleet and 4.1 years for the taxi fleet.

ADOA began developing performance measures before it was required by staiute. However, a program
as large and as data-intcnsive as the Fleet Management Program should have a more extensive [ist of
performance measures. [tems such as average miles driven per day, percent of vehicles exceeding the
age standard, percent of Extended Dispatch vehicles meeting the preventative maintenance schedule,
profitability per vehicle and other appropriate measures could be included in the ADOA list of
performance measures. The consultant’s report will discuss performance measures in more detail. The
consultant is also expected to work with ADOA 16 develop both the measures and the methodology w
collect the data on an ongoing basis.

The impact on vehicle resale valoe is mot considered in pelicies affecting Fleet Management.
Three practices carried out by the staie reduce, or potentially reduce, the resale value of Statc vehicles,
One is mandated in statute. one is a practice of the State Purchasing Office and the other is a practice of
the Motor Pool.

A.R.5. £28-1441 requires the words “state of Anrona- (name of department or agency)™ and “for official
use only™ in letters one inch in height to be placed on the side of the body of state vehicles. This policy
was initiated to prevent misuse of state vehicles. Afier five vears of service, when these stickers are
carefully remaved. a silhouette of the sticker remains as fresh paim on a faded vehicle. When Surplus
Properiy anempts 10 sell the vehicles to dealers, they report that dealers amtomatically reduce the price
by the 3304-400 i1 costs to repaint the doors. Surplus Property reports that the price that private citizens
are willing to pay drops even more dramatically when door stickers were applied. Using the more
conservative dealer number, and a low estimate of 200 vehicles surplused, this palicy costs the state
$60.000 per year for ADOA alone. When other fleeis are waken into consideration, the cost of this policy
can jump o as much as $300,000 annuallv in lost resale value, It is important that vehicles are marked,
and an alternative approach could be to place larpe decals on windows. These could be placed in
locations where they would not sipnificantly impair the driver’s vision, such as the back windows of
sedans.

The second practice is that only initial price and Environmental Protection Agency fuel economy
estimates arc taken into consideration in deciding which model to procure. The Statewide Vehicle
Selection Committee puls a set of vehicle specifications out to bid, and the vendor bidding the lowest
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initial price wins the bid. Aside from EPA-estimated fuel economy, consideration is not given to life
cycle costing, which means that neither expected vehicle resale value nor expecied vehicle reliability are
considered in this decision. It is ot possible 10 evaluate the effect of this policy, as ADOA does not
have data on the selling price of its vehicles or the maintenance cost for each of its vehicles. Larry
Snyder of Runzheimer International, a company that analyzes motor vehicle costs, reports that “When
you examine which car to buy, it is not enough 10 compare only retail prices or even best negotiated
deal. To gain a true understanding of how much that car will cost over the life of the vehicle, all the
expenses you incur once you drive off the lot such as finance payments, insurance, fuel efficiency,
annual depreciation, and the cost of repairs and mainlenance, should be part of your equation.™

ADOA’'s practice of keeping vehicles beyond 80,000 miles also affects resale value. Older vehicles
suffer higher maintenance costs, and Surplus Property reports that vehicle resale price drops
dramatically if vehicles are not sold until reaching 100,000 miles. On the other hand, a vehicle's value
decreases most dramatically in its first two years. Unfortunately, dus to ADOA’s lack of maintenance
and resale data it is currently not possible to determune whether the high costs of keeping older vehicles
outweigh the savings from delaying the purchase of new vehicles.

* Are there other cost-effective alternative methods of accomplishing the program’s mission?

In FY 1596, the ADOA fleet reported that 24 0 million miles were driven and, afier adjusting for the
cost of fleet expansion, the Motor Pool Fund's actual FY 1996 expenditures were $7.9 million. This
amounts 1o 33¢ per mile. The consultant, David M. Gniffith and Associates, will examine the Motor
Pool’s data gathering, cost allocation and operating costs in further detail. Privatization is a viable
option for the Motor Pool, and a number of companies have, in the past, expressed inlerest in privatizing
portions of the Motor Pool. The consultant will also be exploring privatization of the fleer

1998 Program Awharization Review Flee! Managemeni ADOAFM - 0




WELCOME CENTER OPERATIONS AND ADMINISTRATION
Arizona OMice of Tourism
JLEC/OSPB Joint PAR Report

Owverview - The program consists of two separate components: the Welcome Cenrer Operations and the
Business Administration. The Arizona Office of Tourism's Painted Cliffs Welcome Center, located off
of Imterstare Highway 40 (1-40) in Northeastern Anizona, provides travel-related information 1o visitors
entering the state 10 encourage them to spend more time and money in Arizona. The Business
Administration component of the program handles agency- wide support activities including human
resources, financial management, strategic planning and budgeting. After reviewing the spency Self-
Assessment, JLBC and OSPB staff reached the following conclusions:

= Results of a survey conducted by the Arizona State University reveal that customers of the Painted
Chiffs Welcome Center are very satisfied with the services provided at the center.

+ Data from Tourism indicate that the Welcome Center contributes o Arizona’s economic
development.

» While the Seclf-Assessment suggests that the Tourism Advertising and Direct Mail Program provides
greater economic benefits than the Welcome Cemter, the JLBCAOSPB review finds that current

available data do not allow objective comparisons of the relative economic benefits of the two
programs.

* A national survey of welcome centers found that the Painted Cliffs Welcome Center serves fewer
visilors al a higher cost per visitor than the average welcome center. This could be arributed 1o
several factors, including the poor visibility of the Welcome Center from the interstate highway.

= Tounsm has substantially improved the conirols and effectiveness of the its financial management,

human resources, and strategic planning systems since the 1994 Auditor's General's performance
audit.

Tounism’s Self-Assessment was thorough and well rescarched., particularly in providing data with which
to evaluate the program's performance and owtlining service alternatives. The program’s current
strategic plan with performance measures immediately follows this joint report.

Program Description - The Painied Cliffs Welcome Center is located off of [-40 near the town of
Lupion in the northeastern comer of the state. The Welcome Center provides the traveling public with
up-to-date travel information, and personalized travel planning assistance in an effort 1o market the
whole stale and influence tourist activities, length of stay, and expendilures. Along with personal visitor
assistance and brochures, the Center provides video presentations about Arizona communities and
rclated attractions and a direci-dial reservation board for lodging and camping establishments. The
Welcome Center is open 9 hours a day, 7 davs a week. The Center recorded 57,000 visitors in FY 1995,
97,600 in FY 1996, and approximately 103.000 in FY 1997, an increase of 80.7% over FY 95,
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The Welcome Center opened in FY 1994 afier a number of years of legislative debate and planning.
During the 1988 session, the Legislature enacted Laws 1988, Chapter 10 to authorize the planning and
construction (through lease-purchase financing) of a welcome center. The Arizona Depariment of
Administration (ADOA) leased the land from the Arizona Depanment of Transportation, and issued
certificates of participation to finance the $450,000 construction costs of the building. To repay the
centificates, ADOA leases the Center 1o Tourism. The lease-purchase repayment schedule will end in
July 2002,

The Administration component consists of all support functions that are not marketing-related duties and
that are essential to the day-to-day operations of the agency. Included in these responsibilities are fiscal
services, personnel, budget, strategic planning, manapement information systems, purchasing, contracts,
mail delivery, and motor pool.

Program Funding - The program is funded through annual legislative appropriations from the State
General Fund. Funding for the Welcome Center is appropriated in a special-line item and pays for 4.0
full-time staff, printed promotional materials, the operations and maintenance of the facility, and the
annual lease-purchase payment. Monies appropriated to the Business Administration component
support 3.5 full-time positions and associated salaries and employee benefits. Table 1 shows monies
allocated 1o each component of the program from FY 1997 through FY 1999:

Table 1: Welcome Center Operations and Administration Funding

FY 1997 | FY 1998 FY 1999

Welcome Center $316,300 $321.200 $327,400
Administration Lic B} _140.400 144,600
Program Total 5449100 | 5461600 5472,000

i e o ok il i il

* How does the program mission fit within the apency's overall mission and the program's enabling
authority?

The Welcome Center Program s mission 15 “To manage the Arizona Office of Tourism welcome center
opcrations at Lupton. AZ 10 stimulate visitors 1o the center to extend their visit in the state and generate
additional tourism expenditures throughout Arizona." This program mission is consistent with
Tourism’s overall mission to "increase the level of tourism-related activitics and expenditures in the state
in order to enhance the economy, the stability of the work force and the standard of living for all
Anzonans.®

The specific authority to operate the Welcome Center is found in A.R.S. §41-2305B.8, which states that
Tounsm may “designate, establish and operate state visitor or 1ourist information centers in the state
which fumish tounst information and literature, subject 1o legislative appropriation.® The Welcome
Center’s enabling statutes do not explicitly state why Tourism should operate a tourist information
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center. Rather, Tourism's management has interpreted the enabling language to mean that the role of the
Welcome Center is to generate additional tourism expenditures in Arizona. Other possible motives for
operating state visitor centers might be to extend state hospitality or serve as part of the pational
highway rest area/information center system. However, Tourism's interpretation is based on the fact
that afl of Tourism's marketing activities are geared toward generating increased tourism revenue in
Arizona. In a more general sense, the Welcome Center’s mission fits within Tourism's charge of
“promoting and developing tourism business and planning. and developing & campaign of information,
advertising, promotion, exhibition and publicity relating to tourism business...” (A.R.S. §41-23024).

¢ Does the program meet its mission and goals efficiendy and effectively, including comparisons with
other jurisdictions? hhm&Mwﬂmmw
capiure these resuls?

Results of & survey conducted by Arizona State University reveal that customers of the Painted
Cliffs Welcome Center are very satisfied with the services provided at the center. In an effort 10
assess the Weilcome Center's performance, Tourism contracted with Drs. Christine Vogt, Kathleen
Andereck, and Richard Gitelson of Arizona State University (ASU) to conduct a year-long study of
travel parties who stopped at the Painted Cliffs Welcome Center. The study was designed to evaluate: 1)
the effectiveness of the Center in encouraging visitors to stay longer and spend more money as a result
of information and hospitality received at the Center; 2) customer satisfaction with the services
provided; 3) the socio-demographic and travel characteristics of travel partics stopping at the Welcome ~
Center; and 4) primary reasons why travel parties stop at the Welcome Center.

Thas year-long smdy was based upon a survey of a random sample of travel parties that stopped at the
Painted Cliffs Welcome Center. Between May 1995 and May 1996, 1,059 travel parties (average size of
Epmpln}ﬂmmm:ﬂh: Welcome Center {out of a total of 81,000 travel parties) were asked 1o complete
a one-page survey about their use of the Welcome Center facility. All participants were also provided a
16-page diary to record travel activitics and amounts spent while vacationing in Arizona, The diary
response rate for Welcome Center visitors was 80 percent.

In order to gauge travelers' satisfaction with the Welcome Center’s services, the survey asked them four
questions related to their experience while visiting the facility. mmufmmmmc
level of services they received as superior, and felt they were welcomed to the state. The

which allowed responses on a seven-point scale where point *1* represents "strongly disagree” and *7*
"strongly agree®, captured customers' ratings on the following four qualitative statements: 1) “The
Welcome Center made me feel welcome in Arizona;” 2} *Arizona is concemned with providing good
experiences for visitors;” 3) *1 was treated well at the Arizona Welcome Center;” and 4) “The Arizona
Welcome Center provided excellent trave! services.® ang:mumwdmmnnn:ufﬁJ
which translates into 2 95% approval rating of the Welcome Center's services.

Dats from Tourism indicate that the Welcome Center contribates to Arizona’s economic
development. Tourism's Self-Assessment considered 2 issues in assessing the economic development
impact of the Welcaome Center: I|) whether the information disseminated at the Welcome Center
influenced travelers to stay longer and spend more money in Arizona, and 2) how the Welcome Center's
economic benefits compare 1o the economic benefits of other Tourism marketing programs.
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The June IHEHUJFMF;M&WMMM?SW#&W&WCHWW
surveyed indicated using the information provided at the facility. However, a large majority (91%) of
mmﬂmmuhmw-ﬂuwm%mph future trips,
ntﬂ:mlylﬁihﬁnhdﬁﬁﬂdnmﬂmhfmmﬁmhﬁmdﬂnmhimmml

Tnmmmmmﬂuwammaﬁlmrmwm
mhnmmﬂﬂmmdiﬂu:nfﬂﬂ.ﬁpumdﬁwd&mhﬁmdflmhmhw
population of welcome center users during the same fiscal year, Specifically, it multiplied the average
additional spending ($20.45) times the total number of Welcome Center visitors in FY 1996 {97,685).
Based on these figures, in FY 1996 the Welcome Center generated $1,997,600 in additional tourism.
mllmlspm:[inginhmﬂﬂ?ﬂhum{hﬂdm:wﬂwmﬁmuﬂ.ﬂi

Wlihﬁeﬁdl‘—m;m-mnw that &:Tmrim#dﬂtﬁdqnﬁnirutmnl'mgnm'
pwﬂduput:rummkhueﬁhthnlh‘ﬁdmuﬂuﬂmﬂ:llﬂﬂﬂﬂ?ﬂ review finds that
mm&lkhhhlﬂih-hjﬂuunpmﬁudhm“nkmmﬁﬂﬂu

[1996)mﬂ.ﬁﬁr&ﬂ&gﬂmﬂm&uﬂ{lﬂﬂmmhyﬂnﬁiﬁm?mnfﬁsu By
iﬁnghmﬂlmhthnswﬂhdmﬁnmhﬁﬂumdy,TmimmmﬂhhMﬁnEm
Direct Mail Program resulted in 2 9,300% rate of return to the tourism industry and a 300% rate of retarn
in state funds in FY 1996, The Marketing Comversion Study was based upon a random survey of

fmmlhul:mufﬂmdwmgﬂrﬂndypmnd. Based on these population figures, a weighted
sampling design was developed and 1,000 names were randomiy selected and surveyed. The study
ﬁ:mdthuﬂ'ﬁufﬂzmmdlmedmm ﬂryﬂuﬂmm{ﬂﬁmyﬂhhlrwmdﬂmﬂ

While Tourism's management has aimed to develop and rely on the best empirical evidence,
JLBC/OSPB review tcam belicves that the figures provided in the Seif-Assessment may significantly
overstate the ecomomic impact of the Advertising and Direct Mail Program. Also, differences in the
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research methodologies used in each of the referenced studies do not provide for objective comparisons
ufm:mhﬁumﬁhnfﬂuwmmumdﬂuﬂhﬂﬁﬁgndﬂhﬂmﬂm

In the Seif-Assessment, Tourism credits the Advertising and Direct Mail Program for the difference in
individual expenditures between the targeted group who received the travel packet and the “average
tourist io Arizona™ who did not receive the packet. While the ASU Morketing Conversion Study did find
mmmm&pﬂummmm&mmﬂmmmmm
have spent in the shsence of the packet. Tourism should only take credit for the increased marginal
expenditures of this population, which arc not available from the study.

More importantly, the methodologies of the two studics are not comparable. For instance, the Arizona
Welcome Center Study exchuded from the survey anyone staying more than 28 days in Arizona, while
the Marketing Conversion Study included visitors who remained in Arizona for up to 365 days. Thase
steying significantly longer petiods of time are highly likely to spend more money, thus skewing the
results to favor the Advertising and Direct Mail Program.

A sarvey of welcome centers natiouwide found that the Painted Cliffs Welcome Center serves
fewer visitorz at a higher cost per visitor than the sverage welcome cemter. This situation could be
atiributed to several factors, including the poor visibility of the Welcome Center from the
intersiate highway. mmfmﬁmhmﬁlmhmwmmm
97,685 visitors, while the national average number of visitors to state travel information centers is ]
406,000 according 10 the 1996 Survey of State Travel Information Centers conducted by the State Travel
Information Center Directors' Alliance,

mmmﬁmmummmmmmmmw
wmmmmmsm:lmmmumﬂwhﬂ:m
Welcome Center is $147,300. (In order to benchmark the program's expenditares with those reporied in
the Alliance survey, the total budget of the Welcome Center was adjusted by excluding $168,200 related
to facility costs and travel planning materials ) The translation of such data indicates that the average
cost per visitor at other states’ welcome centers is approximately $0.70, while the average cost per
customer of the Arizona Welcome Center is about $1.51.

Visitation to the Painted Cliffs Welcome Center could be lower than the national average for a number
of reasoms. The Self-Assessment reports that the center’s visitation has been hampered by problems
related 1o inadequate signage and poor access from I-40. A 1995 research article by Richard Perdue of
the University of Colorado at Boulder reports that the most important visitor center steributes to
motorists are restrooms, ease of access into the center and back onto the interstate. Lighted parking,
telephones, shade and grassy arcas. (“Travel Preferences for Information Center Attributes and
Services,” Journal of Travel Research, Spring 1995) The ASU Arizona Welcome Center Study reported
that many of those who did not stop at the Welcome Center were not aware of its existence. While the
medmlﬁwmm:huummnmﬂﬂlfwwﬁbﬂwmmmw
signage mipht increase visitation.

Tourism has substantislly improved the controls and effectivencss of its financial management,
human resources, and strategic planning systems since the 1994 Auditor’s General's performance
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audit. The performance audit completed by the Auditor General in September of 1994 identified several
weaknesses in the administrative functions of the Office inchading purchasing, budgeting, and other
buman resources. mmmMTmnhum:pnmphmIﬂmﬂhqm

budget, and contract and grant monitoring.

Since then, several business improvement imtiatives have successfully been implemented. Currenily,
Tourism maintains a complete system of internal controls in the areas of financial management, buman
resources, and strategic planning. Tourism has developed budget tracking reports that are reconciled
regularly to the Arizona Financial Information System. Additionally, Tourism has complied with most

+ Are there other cost-cffective allernative methods of accomplishing the program's mizsion?

Although a travel information office could be privately operated, the privatization of the Painted Cliffs
Welcome Center is not feasible in the current environment due to federal regulations. The Welcome
Center and its immediate vicinity are located on land within the federal right-of-way of 1-40 and
therefore are subject to regulations of the United States Department of Transportation. The federal
regulations stipulate that *no charge to the public may be made for goods or services at safety rest areas
except for telephone and articles dispensed by vending machines® (48 Federal Reg. Sec. 752.5.g). This
limitation eliminates most types of revenue-generating activities necessary to sustain a for-profit =
.

MWﬂmqumwﬂdmmmbymwlmMuﬁmmmmmhﬂm
thﬁmmmmBMMMHﬂmM’
unsuccessful due to the remoteness of the current facility and the absence of a large volunteer base
around Lupton.

In the Self-Assessment, Tourism poted that the role of state visitor centers cuts across the missions of
Tourism and ADOT. An alternative to streamline management lines would be to transfer the
management of the Welcome Center to ADOT. Policy objectives under federal and stste highway
regulations encourage the development and management of information centers located at rest arcas as a
necessary amenity within the highway system for the “safety, comfort, and information needs® of
motorists (48 Federal Register). Currently, ADOT operates shout 28 rest areas throughout the state,
many of them located along interstate highways, including one adjacent to the Lupton Welcome Center.
ADOT already has a presence at Lupton for the oversight, maintensnce and security of the current rest
area. Furthermore, ADOT already promotes the State through the well-known Arizona Highways
magazine. Although federal law prohibits the sale of most items at the Welcome Center, ADOT could
publicize Arizona Highways through the Center.

The /996 Survey of State Travel Information Centers conducted by the State Travel Information Center
Directors’ Alliance reports that in 30 states the tourism office operates visitor centers, in 8 stales the
Departments of Transportation operate them, and in § states they are operated ejther locally or by a
combination of agencies.
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Another alternative 1o enhance services, reduce personnel and printing costs is to add self-service kiosks
at the Welcome Center. These kiosks would be connected to the Arizona Internet Travel Application,
and would be part human interface and part using emerging interactive computers and
tclecommunications technologies. Such technologics enable product development and promotional
efforts to be very creative and offer effective marketing channels for local products including
accommodations, exhibitions, or special events. These services require limited personnel costs and
printing, and offer opportunities for partnerships and cosi-shanng alternatives with other organizations.
Arizona has already taken steps in this direction as the Arizona Motel Hotwel Association has installed a
self-service, direct dial reservation board in the Welcome Center. Tourism provides the space to house
the board while the Association pays for its maintenance and telecommunication charges.
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APPENDIX C

JLBC and OSPB
Recommendations




ECONOMIC DEVELOFPMENT PAR COMMITTEE

SIUTRPLUS PROFERTY MANAGEMENT, Arizona Department of Administration

ALBC RECOMMENDATION

MODIFY

Appropriaie the State Sorplus Property Fund and
Federal Surplus Propenty Fund, slaning in

FY 20000,

Does nox address,

Require the department to snbmit to the PAR
Committee by January 15, 1998 an action plan on
its developing new performance measures, based
on improved data collection, which will be
Requuire the deparoment 1o collect revenoe and
payment dat, by donor fond source: (General
Fumd, afl other mate finds, ansd mon-state fands),
garting in FY 1999,

Require the depanoment 1o repont the FY 1999 data
o the JLBC Sl by Sepiember 1, 1999
Docs not address.

O5PB RECOMMENDATION

MODIFY

Do mot Appropriaie the Stale Surplus Propery
Fund or the Federal Surplus Property Fund

Require the depantment (0 submil a repon on the
fund sourcing of their FTE in the previous fiscal
year a5 part of their budget roguest.

Same a5 JLBC StafT.

Same 25 JLBC Staff.

Dioes ik aiddress.

Require the agency 1o remmburss the General Fund in
the same manner a5 Cither Funds in FY 2000,

FLEET MANAGEMENT, Arirona Departeent of Administratson

ILBC RECOMMENDATION

MODIFY

Pursuc privalication of the Anzona Depanment of
1 E .E {m ml: mb ﬂ-u. m‘
brr the consudiant's upcoming report.
Congolidaie the saie fleet by removing the
Depanment of Economic Security's (DES)
slatutory exempiion. from the ADOA motor poal.

Roquire nodr-exempl agsncies 1o tansfer
ownership of their vehicles o ADODA.

Delay the statmory requirement for 40% of the
stale fleet 10 use ahemative fuels and require the
deparimeni (o report back 1o the PAR Commaones
by lanuary 15, 1998 on iis action plan for
Pocs ot address.

Diaes me, achdiress,

QSPB RECOMMENDATION

MODIFY

Roguire (he agency 10 implerment recommendations
of the CEG/ADOA Consultan.

Examine elimdnating DES s exemption from the
ADOA fleet, ransfeming the title of DES velhicles
o ADCA, and transferring ADOA tod velucles
rented by DES 1o the ADOA extended dispaich
flect

Give ADOA the stanmory authonty th redquire
apencics (o provide information to ADOA oo
vehicle cwnership and use.
Change ARS § 4 |-B03K.2 10 elimiaaie (he
mepuiremend theat $0%:4 off the entire flest be powersd
by ahternative fuels.

Examine stande i determine if there an: bamiers to
—_— | ing in ine new vehic
Change ARS § 28-1441 10 allow "Property of”
sickers (o be placed on windows inmead of doors.




BUSINESS ADMINISTRATION AND WELCOME CENTER (FERATION, Office of Tourism

JLBC RECOMMENDATION QSPB RECOMMENDATION
RETAIN RETAIN

SPORTS DEVELDPMENT, Department of Commerce

JLBC RECOMMENDATION OSPB RECOMMENDATION
ELMINATE RETAIN

* Remove funding in the FY 1998-1999 General
Appropnations Supyplemental bl

sae— - =

ARIZONA BUSINESS ASSISTANCE CENTER. Department of Commerce

JLBC RECOMMENDATION RE ATI
MODIFY MODIFY
+« Require the department (o report back to the FAR +  Same as JLBC Seaff
Commitiee by Jamaary 15, 1958 on the
JLBCAOSPE- sugpested performance measurss

{and any depariment-sugpesicd performance
mcases) for these two subprograms.

FINANCIAL SERVICES, Depanment of Commerce

JLBC REQOMMEMNDATION O5PB RECOMMENDATION

MODIFY MODIFY
» Require the deparmment 1o repont back to the PAR. = Same 35 [LBC Staff,

Commuttes by Jamsary 15, 1998 oo s acton plan

and timeline for establishing Commernce Economic

Development Commisgion {CEDC) rules.
» Make the criteria for the Work Force Rectwiment = Same as JLBC S@ff.

and Job Traming program more Compeliive 1o

target ihe program s funding to applicants who

will contritane mosT Lo The STRMe'S SOOmOMmic

Mﬂmﬂwmmm

. mlm:ummmnﬂhmwn;uw =  Require the Department of Comumerce to report 1o
sianuory language stating that spocial the Governor and the Legislamre comparing
consideration be prven to economacally CEDLC funding recipicnts in “cconomically
disadvantaged areas of the state in the CEDC disadvantaged arcas™ of the state vs. those in
award process or 521 in Sanne a perceniage of "nendisadvaniaged” areas.

CEDC funding that must go to cconomically
disadvantaged areas

ELIMINATE ELIMINATE

s  Fliminaie the Border Infrastructare Finance ¢  Same a5 JLBC Saif
Office anvl sts funding since: the now Greater

technical and Anancial accistance for noral
mfrastructore progects hroughout the staie.




APPENDIX D

Meeting Minutes




ARIZONA STATE LEGISLATURE
Forty-third Legislature - First Regular Session

JOINT PROGRAM AUTHORIZATION (PAR) COMMITTEE ON
ECONOMIC DEVELOPMENT

Minutes of Meeting
Monday, November 17, 1997
House Hearing Room 1 - 9:00 am.

{All tapes were inaudible)
(Mimutes typed from shorthand notes)

Chairman Wong called the meeting to order at 9:00 a.m. and at the secretary called attendance.

Members Present
Senator Henderson Representative Armstead
George Kirk Representative McGrath
Bill Hickman Representative Wong, Chairman
Senator Gnant, Co Char

Members Absent
Senator Freestone

ot ers Present

Chris Baier, Director, Office of Sports Developmem (OSD)
Marccl Benberou, Budget Analyst, Governor's Office
Mark Kirk, Dept of Commerce

Jackie Vieh, Chaimman, Dept of Commerce

Guests Present

Sam Cowley, Governor's Office

Brett Clominger, Governor's Office

George Weisz, Executive Assistant, Governor's Office

Judi Hamilton, Consultant, Phoentx International Raceway (PIR)
Richard Bordin, Ph.D., Director, High Altitude Sports Training Complex
Joseph Dean, Dept of Commerce

Driana McKemy, Dept of Commerce

Mark McDermott, Director, Arizona Office of Tourism

Randy Frost, ADOA Surplus Property

Bill Hernandez, ADOA Fleet Management Office
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Mark McDermott, Director, Arizona Office of Tourism.
Allan Boone, ADOA Fleet Management Office

Lynn Smith, JLBC 5Staff, gave an overview of the PAR process and the recommendations of
JLBC (Attachments 1 and 2).

Chris Baier, Director, Office of Sports Development, presented OSD's views (Attachment 3).

Marce]l Benberou, Budget Analyst, Governor's Office, advised the committee of the financial
impact sports has on the state of Arizona.

Jackie Vieh, Chairman, Department of Commerce, advised the committee of the importance of
the Office of Sports Development and recommends OSD be continued.

George Weisz, Executive Assistant, Governor's Office, reviewed 0SD's accomplishments
(Attachment 3) and testified that the Governor’s office supports OSD and recommends its
continuation.

Judi Hamilton, Consultant, Phoenix Intemational Raceway (PIR), related the positive assistance
05D has been to her organization, and concurs that OSD should continue.

Richard Bordin, Ph.D., Director, High Altitude Sports Training Complex testified of the positive
assistance ()50 has been to his organization in obtaining private sector donations; he concurs
Q5D should be continued.

Marcel Benberou, Budget Analyst, Governor™s Dffice, provided an overview of the Arizona
Business Assistance Center (Anachment 4) and testified that it serves as a liaizon between the
small business eommunity and the Department of Commerce; that customers are very satisfied
with the services provided; but that performance measures be developed for the Small Business
Advocate and Minority/Women-Owned Business Enterprise Services subprograms.

Joseph Dean, Department of Commerce, testified and elaborated on Attachments 4 and 5 and the
joint JLBC/OSPB recommendation that the Arizona Business Assistance Center report back to
the PAR Committee by January 15, 1998, on the sugpested performance measures for the Small
Business Advocate and Minority/Women-Owned Business Enterprisc Services subprograms.

Lisa Cotter, Budget Analyst, Joint Legislative Budget Committee (JLBC), reviewed Atachment
6, and ¢laborated on the JLBC recommendations.

Diana McKemy, Direcior of Strategic Finance, Department of Commerce, testified and
responded on behalf of her department.

Representative McGrath questioned loans 1o America West Airlines, Dial Corporation, Bank
One, Sears National Bank, and Old Tucson Studios as shown on Pages 8-9 (Attachment 6), and
stated she was opposed to State money beéing given to out-of-state companies.




Lynn Smith, JLBC Staff, gave an overview of the Surplus Property Management program and the

recommendations of JLBC (Attachment 7).
Bren Clominger, Governor®s Office, testified that he did not recommend appropriation of the

State Surplus Property Fund or the Federal Surplus Property Fund, and he recommends tracking
in FY 1999,

Randy Frost, Manager, ADOA Surplus Property, testified and elaborated on Attachment 7.

Lynn Smuth, JLBC Stafl, presented the JLBC recommendations on the Fleet Management
Program (Attachment 8).

Bill Hemandez, ADOA Fleet Management Office, testified and presented his recommendations
and conclusions (Anachment 9).

Marcel Benberouw, Budget Analyst, Governor's Office, reviewed Business Administration and
Welcome Center Operation, Office of Tourism (Attachment 10).

Mark McDermott, Director, Arizona Office of Tourism, responded to Attachment 10.

Without objection, the meeting adjourned at 5:00 p.m.

MNeal A. Kohler, Committee Secretary

{Original minutes and artachments are on file in the Office of the Chief Clerk.)
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ARIZONA STATE LEGISLATURE
Forty-third Legisiature - First Regular Session
JOINT PROGRAM AUTHORIZATION (PAR) COMMITTEE
ON ECONOMIC DEVELOPMENT

Minutes of Meeting
Monday, December 1, 1997
Senate Hearing Room 1 - 9:00 a.m.

The mecting was called to order at 9:0{ a.m. by Cochairman Gnant. The secretary noted
attendance.

Members Present
Senator Tom Freestone Representative Jean McGrath
Mr. Bill Hickman Mr. George Kirk
Mr. Sam Cowley Representative Barry Wong, Cochairman
Senator Randall Gnant, Cochairman Representative David Armstead
Members i
Senator James Henderson, Excused
Guests Present

(See Attachment 1)
lape 1, Side A
Cochairman Gnant explained the purpose of this meeting, and on the issue of Surplus Property

Management, Anzona Department of Administration, asked if members wished a presentation of
a staff summary or testimony. There being none, he requested a motion from the floor.

Representative Wong moved adoption of the Joint Legislative Budget Committes
(JLBC) recommendations. The motion carried by a roll eall vote of 7-0-0-2.
(Anachment 1)

Cochairman Gnant. on the 15sue of Fleet Management, asked if members wished a presentation
from staff or testimony. There being none, he requested a motion from the floor.

Representative Wong moved adopiion of the JLBC recommendations. The motion
carried by a roll call vote of 7-0-0-2. (Attachmeni 2)

Cochairman Gnant, on the issue of Business Admmnistration and Welcome Ceanter Operation,




Office of Tourism, asked if members wished a presentation from staff or testimony. There being
none, he requested a motion from the floor.

Representative Wong moved adeption of the JLBC recommendations. The motion
carried by a rell call voie of 6-1-0-2. (Attachment 3)

Cochairman Gnant, on the issue of Sports Development, Department of Commerce, asked if
members wished a presentation from staff or testimony. There being none, he requested a motion
from the floor.

Representative Wong moved for 3 modification of this program as follows: that this
agency establish a clear sirategic plan of its mission along with a clear action plan
and clear goals and present it to the Department Head and this Committee by
January 1, 1998, Abso as part of this motion, the Department of Commerce
reallocate resources to add back the ene Full Time Equivalent (FTE) it took from
this program so there will be a total of two FTEs. And further this program and the
Depariment of Commerce shall mot engage in advocacy, support, or taking a
position, express or implied, om anmy sports issues which would require a special tax
on the citizens of our state to construct a sporting or sport-related venue or facility,

Representative McGrath made a substitute motion that the Commitiee adopt the
JLBC recommendation. The motion carried by a roll call vote of 5-2-0-2.
(Atiachment 4)

Cochairman Gnant, on the issue of the Arizona Business Assistance Center, Department of
Commerce, asked if members wished a presentation from staff or testimony. There being none,
he requested a motion from the floor.

Representative Wong stated that at the first hearing he suggested that the JLBC, OSPB, and the
Director of the Arizona Business Assistance Center meet to agree 10 a measurement tool that
would be feazible for the agency, and concluded by saying he supports the JLBC
recommendation.

Representative Wong moved adoption of the JLBC recommendation. The metion
carried by a roll call vote of 5-1-0-2. (Attachment 5)

Cochairman Gmant, on the issue of Financial Services, Department of Commerce, asked if
members wished a presentation from staff or testimony. There being none, he requested a motion
from the floor.

Representative Wong moved adoption of the JLEC recommendations with the
Tollowing modifications: (1) With regard to the Work Force Recruitmeent and Job
Training Program that there be statutory changes so that there will be monies
earmarked for small businesses desiring to expand their workforce in this state; (2)
with regard to economically disadvaniaged areas on the Commerce Economic

e g —————— Ry S-S b~ )

B i e o

L T SRR T S




Development Rules (CEDC) awarding process, that statuie be modified so a
percentage of CEDC fonding must go to economically disadvantaped areas; and (3)
the Border Infrastructure Finance Office should be retained but funding should be
from the funding that goes to the Greater Arizons Development Authority and that
necessary sintotory changes be made to affect that end.

Cochairman Gmant asked if the motion is in writing. Representative Wong stated he would
reduce it to writing. Mr. Kirk asked if Representative Wong's motion placed more emphasis on
small business rather than large-business job training. Representative Wong iterated that the
intent of this motion is that the statute be changed so some of the job training fimds would be
earmarked for small business job training. Mr. Kirk asked what amount, size, or percentage of
funds were allocated because prior testimony was that the bulk of the funds were going to large
corporations, and small business does not have the manpower, resources or structure to take
advantage of job training. He concluded saying he feels that the State should put the bulk of it=

Mr. Wong rcitcrated the intent of his motion is that this Commitier recommend to the fidl
Legislature that legislation be prepared to amend the existing program so that a specific
percentage of some sum of money be earmarked for small business and job training.

M. Cowley agreed with Representative McGrath's comments in the last session that she couldn't
justify most of these programs overall. This Committee ought to be concerned about current
employers already in Arizona, Mr. Cowley continued, and if we are inviting other people and
giving them credit to do certain things, we are discriminating against people who are already here
and being productive. Mr. Cowley added he is not sure with the growth of our economy it makes
sense to have that type of discnmination. The rules need to be very clear about what it is this
Commitiee is trying to encourage, Mr. Cowley added, because we want to attract high-paying
jobs if we want to do this kind of thing at all. When we contribute hundreds of thousands of
dollars for low-paying jobs, Mr. Cowley concluded, this Committee is not really advancing the
appropriate purpose of this type of incentive.

Senator Freestone agreed and added that already established small businesses of less than 1000
employees and under are having a difficult time competitively and are being put at a great
disadvantage. We really bave done nothing. Senator Freestone continued; we have drained the
job market, we have hiked costs for hiring competent people for small businesses, and that is
where our emphasis ought to be. Big corporations are gong to do fine as long as consumerism
remains strong, Senator Freestone concluded: but small business needs to be stabilized, and we
need more effont into that area of Arizona’s economy.

Rep McGrath stated she is a small businessman and the best way for government to help her is 1o
quit taxing her s0 much and spending the money on these programs. She suggested that everyvone
vote “no”™ on the entire recommendation and motion. This Committee needs to start over from
scratch, she emphasized, and enact new legislation this session. To designate part of the monies
to small business is admirable, she concluded, but we should not be in the business of forcibly
taking tax money from taxpayers and spend it on programs we ocither benefit from nor approve



of.

Senator Freestone added that property taxes, regulations, and unfair competitive advantage is
killing small business. The backbone of the nation is smalt business, and i is getting broken,
Senator Freestone contimued, and rather than saying we will reinvent the wheel, [ would rather
have something we can replace it with. This Committes needs to put the Department on notice
where our desires are and have the Department create a different and better atmosphere of
service, Senator Freestone added; and this Department needs to become very aggressive and start
identifying and solving these problems, money is not always going to solve problems, and this
Commitiee needs 1o come up with a good plan and permit small business to function more freely.

Representative McoGrath made a substitute motion to eliminaie the Financial
Services program and direct that new legislation be written that would be more in
line with the remarks of Senator Freestone and Mr. Cowley.

Cochairman Gnant explained the second part of the motion to make it in line with the remarks of
Senator Freestone and Mr. Cowley is going to be difficult to write into a motion and that if the
first part of the motion is successful, the remarks of Senator Freestone and Mr. Cowley would
become part and parcel of an attempt by the Department of Commerce to revise the program so it
would gain acceptability 10 you and (he other members.

After discussion, Representative McGrath withdrew the second part of her mation.

Mr. Kirk indicated he supports the motion, and stated he hires and trains his own people without
help from the state and other sources. It is not fair that this money gocs to large banks and
companics like Dial and Intel, Mr. Kirk concluded.

Representalive Armstead suggested that this Commifiee needs to focus on how these programs
initially came about and what was the need. 'We have all had problems and struggles with how
they have been administered, Representative Armstead continued, but several sessions ago we
pared down the paperwork process that was too cumbersome for small business. We all have
problems with large companies gaining dollars from CEDC and different funds, be went on, but
wi must realize we have a new Governor. and the past Governor aided greatly in those dollars
going in those directions. We need to look at legislation thal was passed for the Department and
sel up a monitonng scheme with the Auvdnor General and whoever else, he said, so we see to it
the Department is functioning according to Legislation. What this Committee can do within
legislation is to ensure that they function as the Legislawure has direcied them, Representative
Ammstead explained. and we will be reinventing the wheet if this Committee rewrites the
legislation on these programs. There is now an application process for small business to gain
training dollars when they are expanding, he added; and this Committes has worked very hard to
get that dimension into law, but basically no one is comfortable with how it has been
administered. During the early years of that legislation, he continued; this Committes did not feel
Commerce was getting out to small business, and there are some of us that still feel that way.
What this Committee needs to do is take a look at what we have done and reassess it before we
reinvent the wheel, Representative Armstead concluded, because we have done that in the
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Legislature before and this Committee came out behind a broken wheel. .

Cochairman Gnant suggesiod that Representative’s MoGrath®s substitnie motion will send a
signal that at least members of this Committee have some fairly severe concerns with regard to
how monies are being distributed under this program and that pretty significant changes need to
take place.

Some of the things he outlined in his recommendation goes to the essence of what Representative
McGrath sad, Representative Armsicad added, and he asked Representative McGrath for her
COMMEnS,

Representative MeGrath added that with regard to concerns about the Governor’s approval, she
noted Mr. Weisz was here representing the Governor and nodded his bead in complete agreement
with her remarks, and Mr. Cowley is here appointed by the Governor and seems to be in
agreement. This is a program that needs a fresh start, if it merits a fresh start, she concluded, and
it needs to have the slate wiped clean and siart over.

Representative Wong added that Representative McGrath raises a very good point on the way the
CEDL{ dollars arc allocated. There has been a lot suspicion or hard feelings by existing small
business in Arizona, he continued, and in the JLBC recommendation we need to force CEDC 1o
come up with specific rules and guidelines on how these monies are to be allocated and granted.
I am not at a point where this Committee should eliminate all these programs, Representative
Wong emphasized, and maybe it just needs fine tuning 1o force rules o be adopted by a date
certain in January. This Commitiee needs to keep in mind the CEDC grant program is funded by
$2.85 million of lotiery proceeds as of the last fiscal year, Representative Wong concluded, and
Representative MoGrath's motion is not going to fix the problem because there are other issues 1o
be addressed. Representative Wong suggested this Commitiee vote down the motion and fine
tune the existing programs.

Mr. Cowley clarified that he was appointed by the Govemnor's office, but he has not had
conversations with that office. Rather than specifically representing the Governor’s position, Mr.
Cowley continued, he is presenting a regular citizen’s viewpoint. Regarding the effect of the
motion to eliminate, he asked, does that mean that *we* would not have any rules imposed on
what would be allocated in this program. If what we are going to do then means no rules
imposed at all and money would continue to be funded as it has been, would be a bad resul; Mr.
Cowley added, although the intention is probably right.

Mr. Hickman agreed with Senator Freestone, and shared that it takes one of six family members
full time to address government rules, regulations, and laws in his business. He concluded he is
against throwing money at economic development.

Cochairman Gnant asked if there was further discussion on Representative McGrath's substitute
motion; there being none, the roll call was called.

Representative McGrath’s substitute motion that the Financial Services program be
eliminated was carried by a roll call vote of 6-2-0-1. (Attachment 6)



Without objection, the meeting adjourned at 9:40 am.

Neal A, Kohler, Commines Secretary

{Original minutes, antachments, and tape are on file in the Office of the Chief Clerk )
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