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M•. l.•r•n Fel abom 
"Pr•.slden• •F the Arlzona Community Col leg• 

.... •:. Business Offlcars' Council 
:•Vic• Pres•d•r• fo• A•mfnistra•ion 

:... .• " CochJse 

'• r2•d • .Todd Sl,m•'• le•ec •f R•y 2A. 1967, 
understanding oF •he conclusions Of the Ma•ch 18 meu•in• 
OUr •fi C•. 

His underslanaing oF •he conclusions ls correct except For th• third 
listed under U•sed R•venue Cap•c1_•.•. At this Hme, sL•utes do not 
appeac to •imit unused cevenue capacl•y tO •he a•o, nt uf cash c•rF•ed 
fo1"w•rd, 

I w•uId •I•o like to clariF• that the tr•sfer of monies recurred •o in 
the second •¢e• under Le•se P,cchase P•ym•nts Is hoe •n exc]ud•bls l•em. 
0n13 the l•ase •urchase p•ent Is excIudable In the Fund making the 

•-.•... •.. 
": .... "•f •u •uld llka to diSCUss these p•n• further please call Maud• 

•ggert• o• •. 

Stncerel.v, 

Robert A. Alexander, CPA 
Accounting Servlcss Director 

JUL 16 lS 7 

BUSINESS OFFICE 



Hag 2.0; i987 

Meeds tleggertg 
OXfic,, of the Auditor General 
270Q N. Central ltvenue Suite 700 
Phoenix, R2 95005 

near Haude; 

Our meeting on HnrCh 18, ! 987 at the Her[cope Communitu Colleges 
D[strict 01"•c•s was.vet U informutiue oo a number of issues •hich ore 

ue• pe•inent to.the H•zona Cummunitg C•ilege$. 
•ol]o•up god Is Intended to clurl•g the under•tundIng$ 
r•oched either at or su•$equen¢ to that m•etlng. 

it is our understanding that: 
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Le•zse purchu=e pogmenx= for rez•l pcoper•_q or 
equipment • long term debt ou•Igat/nn• and, 
therefor, excludable on the e•pendItt• IlmJtatlu• 

L•==a gurcha=o payments a• 
exclusion, therefore, any =•u•e of revenue may .designated to make •e payments tie-state aid, 
property taxes,, bookstore sale•, etc.]. Thls, 
essence, could conve• local non-eactudable 

'.•nto axcludable •uenue=, 

Statute prohibits a Dlst•ct from Inc•asing Its b•doet 
once it has been adopted, but there Is no =totuto• 
penman fur oue•llpefldlng o Oist•c•'s budget. 
•eo•tJcall U, a Olst•ct could budget $0 expenditure 
in a paFtlcular fund and continue 
with ud :punitive 

If your underztandlno of the conclusions reached In this 
c•mmunic•tion are different thnn u•hat were expressed at our M•r•:•l 
18th maeti•ig, please •spond In writing to the P•sid•nt of the 
A•zona Community College 8usiness Officers Council, Mr. Loren 
Fmlabom, gico President •dmini•t•tlon fur Cochls• Collefla. 

Sincerely, 

Todd W. $1mmons, CPA 
Chairman, Profas•lonal Rccoun|]ng Stanc[ard• Subcommittee 
•lrtzuna Community College Business Officers Council 
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February 4, 1988 

Auditor General 
2700 N. Central Avenue.- Suite 700 
Phoenix, Arizona 85004 

Re: I88-017 (R87-166) 

•ear Mr. No•ton• 

". '.Y0u.hav asked two questions related to the 
constihutio.na!, e•menditure 

• 
limitations of political subdivisions:/•/ CYour. f.•rs• ques•io• i• •ha.ther a po!i.•ic• 

subdivisio•.may. ..i_,a_!y.=Cl carryf.orwareex•!udabl• revenue•" 
.unaxpended. in.the year ofreceip• for exclusion in lat.•r years? 
We. conziude tha• •t may. 

The Arizona Constitution establishes limits on the 
expenditures of counties, cities and towns, Ariz. Const., art. 
IX., § 20, and on school and community college districts. Ariz. 
Const., ar•. IX, § 21. Both sections provide.: 

The economic estimates commission shall 
.determine and publish prior to April 1 of each 
year the.expenditure limitation for •he 
following fiscal year for each [poli.tical 
subdivision] The governing board of 
any [political Subdivision] shall not 
authorize expenditures of local revenues in 
excess of •he limitation prescribed 

Ariz. Const., art. IX, • 20 and 21. 

The limitations are on the expenditure of "local 
revenues." "Local revenues" include virtually all •eceipts with 
cert.ain enumerated exceptions. Ariz. Const., art. IX, •§ 20 and 
21. These enumerated exceptions, referred to as "excluded 

•/For purposes of this opinion we w•i! use the term 
political subdivision to refer te community college distr•c•s 
and school dist•icts as well as counties• cities and towns, 
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revenues" are not subject to the. expenditure limitation. Ariz. 
Const., art. IX, • 20(3)(d)(i)-(xiv); Ariz. Const., art. IX• 
§ 21(4)(c)(i)-(iv). Therefore,if the political subdivision is 
otherwise authorfzed to carry such funds over into a new fiscal 
year without reversion, such'revenues would retain their 
character as excluded revenues as long as the source can be 
identified. 

Your second question •s more easily expressed in the 
context of a hypothetical situation..City A.,•as an expenditure 
lim£Zation of $500 in year one.: The city has available and 
authorizes the expenditure of local'revenues in the amoun• of 
$400 and excluded revenues in the amount of 9100. In year two 
the City again has-a• expend£ture. limitation of $500. The bity 
has $600 in local revenues it wishes to expend.in year two. May 
City A. carry forward the $.100 worth of excluded characte=, even 
though the actual revenue was spent', in order to c_k= advantage 
of the exclusions which it did not need in year one? in other 
words• if a political subdivision expends less in local revenues 
than. jrwas authorized in one year, .may the excess capacity be 
carried forward into future yeers? 

We conclude that each year's limitations are 
independent from oneanother and a political subdivision may not. 
carry forward the excluded nature of revenues already spent. A 
political subdivision may not change the character of local 
revenues to excluded revenues by fiction. 

The constitutional provisions are clear and unambiguous 
in requiring the economic estimates commission to determine "the 
expenditurelimitation for the following fiscal year." Ariz. 
Const., art. IX, §S 20 and 21. The provisions thereafter 
prohibit any expenditures in excess of the limitations so 
determined. There is no authorization in the constitutional 
provisions for a subdivision to exceed the expenditure 
limitation determined by the economic estimates commission for a 
given fiscal year when the subdivision expends less in local 
revenues than authorized in a prior fiscal year. 

Additional g•idance is found in the legislation that 
was enacted .to implement portions of art. IX,. • 20 and 21. 
A,R.S. $ 41-1279.07 requires the Auditor General to prescribe a 
uniform expenditure reporting system for all political 
subdivisions subject to the constitutional expenditure 
limitations prescribed by art. IX• • 20 and 21. The section 
furthe• mandates that the system of uniform reporting shall 
include: 
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(i) The expenditure limitation 
established for the. reporting fiscal ye_a• by 
the economic estimates comm•.ssion. 

(ii) Total exp4nditures, by fund, for the 
r.eportin@ fiscal •ea.r. 

(iii) Total exclusions from local 
revenues as defined by Article IX, 5 20., 
Constitution of Arizona, by fund, fo• the 
r•porting •iscal year. 

(iv) Total amounts,by, fund,.of expendituressubject to the expenditure 
limitation for the reportin.• fiscal year. 

AIR.S.. • 41-1279..07(A)(1)(a)(emphasis added). 

Furthermore,A.R•S. • 41•1279,07(.G) and (H) provide for 
"cerZain sanctions., if a subdivision or district exceeds the 
expenditure limitation prescribed or authorized for any fiscal 
year without authorization. A constitutional provision and a statuterelating to the same subject must be construed- 
together. Roberts v. Spray, 71 Ariz. 60, 223 P.td 808 (195•). 
It is evident that the intent of the. statutes and constitutional 
provisions is to establish independent yearly limitations. 

A political subdivision has only those powers expressly 
.conferred or necessarily implied by statute or constitutional 
provision.. E.q_. Pioneer National Trust Compan Z v. Kirk, 121 
Ariz. 508,591 P.td 996 (App. 1979) (counties); Sta•e v. 
Jacobson,.121 Ariz. 65, 588 P.2d 358 (App. 1978)-(municipal 
corporations); School District No. 69 of Marico•a Couqty v. 
Altherr, lO Ariz.App. 333, 458 P.2d 537 (1969) (school 
districts). •here is no statutoryor constitutional authority, 
express or necessarily implied,.which allows a political 
subdivision to exceed the constitutional expenditure limitation 
because of savings of local revenues in previous years. 

•. Sincerely, 

BOB CORBIN 
Attorney General 

BC:?LM:DPS:djd 



Governing Board Agenda 
ITEM NUMBER 

ACTION ITEM 

Meeting Date 
ITEM TITLE 

May 12, 1987 

RESPONSIBLE AGENT 
EXPENDITURE LIMITATION CAPACITY-CASH/ Dan Whittemore 

• C-•, FUND BALANCE CARRY FORWARD Rufus Glasper 
Marvin Lassila 

RECOMMENDATION 

That the MCCCD Governing Board approye .the adjustment of Budgeted Expenditures as 
shown on the attached Exhibit A for the F¥ ]982-83 thE0ugh EY ]985-86. The. above- 
procedure is needed to accommodate the budgeted usage of Cash/Fund Balance exclusion 

!:,on the Annual Budgeted Expenditure Limitation Report.. 
.. 

We are also requesting that the Auditor General's Office be commissioned to reaudit 
the Expenditure Limitation Reports for FY 1982-83, 83-84, 84-85, and 85-86 so that 
a cumulative expenditure limitation capacity can be determined upon which the 
District will be able to draw when cash balances/fund balances are sufficient. 

JUSTIFICATION 

The District has been working with the Auditor General's staff to get clarification 
on the proper method to utilize cash/fund balance carry forward 

The use of unexpended limitation capacity is a new issue and the Office of the State 
Auditor General recommends the procedure to maximize the unused revenue capacity. 
This is done by reducing MCCCD's budget to actual expenditures and then by reducing 
excludable revenues so that expenditures subject to the expenditure limit is $I 
less than the expenditure limit. 

The Auditor General's Office has concurred that it is permissible for the District 
to have their Governing Board approve the reduction of budgeted expenditures to be 
equal to the actual expenditures. This would allow the balance of unused expenditure 
limitation to be carried forward (Exhibit A). 

The above procedure and process was approved as an Informational Item at the Audit 
& Finance Committee meeting of April 2, 1987 and recommended to be forwarded to the 
full Board for their review and approval. In addition, at its Saturday, April 18, 
19•7 meeting, the State Board of-Directors for CommunityCdl]eges of Arizona 
recommended the formalization of these procedures in the UniforTh System of Account- 
ing and Financial Reporting for Arizona Community College Districts. 

Duroc 

IdenL 

Fundinq 

(as ndi ,.a,.•d 
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Vice ]:':'e•dent 1 (],-•inistr•tion 

600 Church St•'eet Thatchex'. l•izo•a 
(682) 428-I I• D:t. 211 

Bpril 8, 1987 

Piaude Haggerty 
Office of the Auditor Gen•raI" 
2700 .N. Central FIuenue Suite 700 
Phoenix, RZ 85005 

DRAFT 

Dear .•laude: 

Our meeting on Hatch 8, 1987 at the I*laricopa Community CoIlege•. 
District Offices liras uery informatiL•e on a number of issues u.•hich are- uery pertinent to the ArizOna Community Colleges. This letter |sa 
foIIou.•up and is intended to clarify the understandings that u.•ere 
reached either at or subsequent to that meeting. 

It is our understanding that: 

Unused Reuenue Capacity 
Unused reuenue capacity is an excludable item on the 
expenditure limitation report. 
Excludable reuenues shou.m on the expenditure 
limitation report are not auailable to the calculation of 
unused reuenue capacity. 
Unused reuenue capacity •z•hich can be used on the 
expenditure limitation report in a giuen fiscal uear is 
limited to the amount of cash carryfor•uard. 
Due to misunderstandings or misinterp, retations a 

District may restate its preuious years' expenditure -.:....,--., ;, 

limitation reports in order to make any unused reuenue " 

capacity at, ailable for future fiscal years. 
Unused reuenue capacity is maximized by reducing a '• •"•:••:•" 

District's budget to actual expenditures and then by 
reducing exludable reuenues so thai e•pen•itures. 
subject to the expenditure limit is $.I less than the " 

expenditure limit. 



Purchase Payments 
Lease purchase payments for real property or 

equipment are long term debt obligations and, 
therefore, excludc, ble on the q,,':penditure limitation 
report. 
Lease purchase payments are an "expenditure type" 
exclusion, therefore, any source of reLlenue may be 
designated to make the payments (ie-state aid, 
property taxes, bookstore sales, etc.). This, in 

essence, could conL•ert local non-e•'.c.ludable re•enues 

into excludable ret•enues. 

Budgets 
• Statute prohibits- a District from increasing its budget 

once it has- been adopted, but there is no statutory 
Penalty for otlere.xpending a District's budget. 

• Theoretically, a District could budget $0 expenditures 
in a particular fund and continue to operate as normal 
Luith no punitiL1e consequences. 

If your understanding of the cor:.:l.'.:sions reached in this 
communication are different than u.•hat •ere e•pressed at our P1arch 

IBth meeting, please respond in u.•riting to the President of the 

Arizona Community College Business Office's Council, I•Ir. Larch 
Felabom, Uice President Administration for Cochise College. 

Sincerely', 

Todd I.U. Simmons, CPA 
Chairman, Professional Accounting Standards Subcommittee 
Arizona Community College Business Officers Council 




