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July 15, 1987
Mr. Loren Felabom
"Prasident of the Arfzona Community Collegs
Business Officars' Council
Vicn President for Administration
. Cochise College
..; Douglas, Arizona 85607
- B |

PP

Dear Mr. Felabom: ‘
‘In regard to Todd Slumon's letter of May 28, 1987, I have roviewed his
understanding of the conclusions of the March 18 meetmg with members of
our Office.

His understanding of the conclusions 15 correct except for tha thxrd item
Tisted under Ynused Revenue Capacity. At this time, slatutes do not
appeardto T1imit unused revenue capactty to the amount of cash carried
forwar

I would alse like to clarify that the transfer of monies refwrred to in
the sacond 1tem under Lease Purchase Payments 1s not an excludabla ftem.
Only the lgase purchase payment 1s excludable in the fund making the
paymeut

CIF you u0u1d 11ka to discuss thase poinls further, please call Mauda
Haggerty or me.

Sincerely,

-Z, aaS

Robert A. Alexander, CPA
Accounting Servicas Diractor
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1 Todd V. Simmons, CPA
=4 Vica President - Administration
RAZTERN ARTECHA COLLEER

4 600 Curch Streat  Thatchsr, Arisona 85352
4 (602) 428-1133 Exe, 211

‘May 20, 1987 |

Mauda Haggerty

07fice of the Audllor Gencral ,

2700 N. Central Avenue Sulta 790
;" Phoenlu, A2 85003 ‘

Beor Maude:

.. Our mesting on March 18, 1987 at ths Maricopa Community Cofleges
District OTfices was very informative on a number of issues which ara
. very perlinent to.the Hrizana Cuinmunity Calleges. This letierisa
followup and Is Intended to clarify the understandings that wers
raached sither at or supsequent ta {hat meeting.

11 is our understanding that:

Unusad ﬂg yenue Capacity

* Unused revenue capgcity 15 an excludable item on tha
eHpenditure limitation fepart.

Excliifable repenyes shown an the espenditure
limitation report ars not availlable ta the calculatian of
uniised reveiue capacity. '

linnsed revenue capacity which con bs used on the
enpenditure Jimitetion report In a given fiscal year is

. lmited to the amount of cash carryforward.

» Due to misunderstandings or misinterpretations a
Bistrict may restate Its previcus years' enpenditure
limitation reports In order to maka any unused resenus
capacity uvuilable for future fiscal years.

¢ Unused revenue canaclity Is marimized by reducing o
District's budgel ta actual enpendiiures and then by
reducing exludable resenues sa that enpenditures
suhjact (0 the arpenditure limit Is $1 Iess than the
enpenditure limit.
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Lot Vs
- Laase Purchass Pyyments -

« Lleess purchase payments for real pmpeng or -
equipment are long term debt onligatiens and,
_therefgre, encludable on the expenditisre llmltatluu
raport.
» Leass purchasc payments are on "rupenditure tgua
" encluslun, therefore, any saurce of ravenue may be
_designated to make the pagments (fe-state eid,
property toues, bookstore saies, etc.). This, In
8ssence, could convert jocal non-excludable revenyes
_ ”'.'-into aacludable revenues. :
gudgatg
s Statute prohibits a District fram increasing Its budget
oncs it has been adapted, hut there Is no sintutory
penaity for overciipending a Oistrict's budyst.
s Theoratically, a District couln budget $0 exnpendltures
in a particular fund and £antinue {o sperats as normal
with ud punitive consenqnences. .

If your understanding of the conciusions reached in this
communication are different than what were exprassad at our March -
18th maeting, pleass respand in writing te the Prasident of the
firizana Community College Husiness 0fficars Coungll, Mr. Loren
Felabans, Uico President - Administration fur Cochise Callage.

Sincerely,
L fectnind
Todd W. Simmons, CPA

Chalrman, Professional Accounting Standards Subcommittee
firizuno Community Callege Business 0fficers Cauncl
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February 4, 1988
:,.¥r. Douglas R. Norton
Auditcr General _ _
2790 M. Central Avenue - Suite 700
Phoenix, Arizona 85004 '
Re: 188-017 (R87-165)
Dear Mz, fnoftonf'

You have asked two questlons relatcd to the
”OﬁStLtﬂthﬂ’l eVDGnGLtu*e 1i m*c=tlon= 0f political

subdvv‘SLOns,__ Yourz

£irst ques

tics is whether a politigcaF

susdivision may. lﬁ”ale cazrry fczwaré ‘ezcludable revenuss?®

He conclude that it may.

unezpended in the yeaz of receipt for exclusion in later years?

The arizona Constitution establishes limits oa the
expenditures of counties, cities and towns, Ariz., Const., art.

IX, § 20, and on school and community college districts.
Both sections provxde'

Const., art, IX, § 21.

Ariz.,

The economic estimates commission shall

.. determine and publish prior to april 1 of each
year the expenditure limitation for the
following fiscal year for each fpolitical

S3007

" revenues.,"

subdivision] . . . . The governing board of
any [political subdivision] shall not
authorize expenditures of local revenues in
excess of the limitation prescribed . . . .
Ariz. Const., 11X,

art. §§ 20 and 21.

The limitations are on the expenditure of "local

certain enumerated exceptions. Ariz, Const,, art. IX,
21, These enumerated exceptions, referred to as "excluded

Yror purposes of this opinicn we will use the term
political supdivisicn to refer to communitv collage districes
and scnocl districts 23 wszll as counties, citiss ané towns,

"Local revenues" include wvirtually all receipts with
§§ 20 and
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revenues" are not subject to the expenditure limitation. Ariz.
Const., art. IX, § 29(3)(d)(i)-(xiv); Ariz. Const., art. IX, '
§ 21(4)(c)(i)=-(iv). Therefore, if the political subdivision :
otherwise authorized to carry such funds over into a new fiscal
vear without reversion, such'revenues would retain their
character as excluded revenues as long as the source can be

-~
-

., identified.

Your second question is more easily expressed in the
context of a hypothetical situation., City A has an expenditure
limitation of $5Q0 in year one. The city has available and
autharizes the expenditure of local revenues in the amount of

' $400 and excluded revenues in the amount of $100. 1In year two

the city again has an expenditure limitation of $500. The city
nhas $600 in local revenues it wishes to expend in year two. May
City A carry forward the $100 worth of excluded character, even
though the actual ravenue was spent, in order to take 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 it was authorized in one yesaz, may the excess capacity be
carried forwardé into future years?

We conclude that each year's limitations are -
independent from one another and 3 political subdivision may not.
carry forward the excluded nature of revenues already spent. A
political subdivision may not chaage the character of local
revenues to excluded revenues by Zfiction.

The constitutional provisions are clear and unambiguous
in requiring the economic estimates commission to determine "the
expenditure limitation for the following fiscal year.™ Ariz.
Const., art. IX, §§ 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 guidance 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 aAuditor General to prescribe a
uniform expenditure reporting system for all political
subdivisions subject to the constitutional expenditure
limitations prescriked by art. IX, §§ 27 and 21. The section
furthery mandates that the system of uniform reporting shall
include:
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(i) The expenditure limitation :
established for the reporting fiscal year by
the economic estimates commission.

(ii) Total expenditures, by fund, for the
reoorting fiscal vear.

(iii) Total exclusions from local
revenues as defined by Article IX, § 24,
Constitution of Arizona, by fund, for the
reveorting f£iscal vyear.

'(iv)_Total amounts,'by-fund,,of
expenditures subject to the expenditure
limitation for the reporting fiscal vyear.

Al R.S. § 41-1279. 07(A)(l)(a) (emohasz.s added) .

Fuzhbczmore, .R.S. § 41« 1279 07(”) and {H) provide for

- ‘certain sancticns if a sudeVL31on or district excseds the

expenditure limitation prescribed or authorized for any fiscal
year without authorization. A constitutional provisien anc a
statute relating to the same subject must be construed _
together. Roberts v. Spray, 71 ariz. 60, 223 P.2d 808 (195n).
It is evident that the intent of the statutes and constitutional
provisions is to establish independent yearly limitations.

A political subdlvx31on has only those powers exprassly

-confeérred or necessarily implied by statute or constltutlonal

provision. E.g. Pioneer National Trust Company v. Kirk, 121
Ariz., 508, 591 P.2d 996 (App. 1979) (counties); State v, '
Jacebson, 121 Ariz. 65, 588 P.2d 358 (App. 1978) (municipal
corporations); School District No. 69 of Maricopa County v,
Altherr, 10 Ariz. App. 333, 458 P.2d 537 (1969) (school
districts). There is no statutory or 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
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ACTION ITEM

Governing Board Agenda o Meeting Date May 12, 1987

ITEM NUMBER ITEM TITLE RESPONSIBLE AGENT
EXPENDITURE LIMITATION CAPACITY-CASH/ : Dan Whittemore
£=F Cf—l; FUND BALANCE CARRY FORWARD Rufus Glasper
RECOMMENDATION Marvin Lassila

That the MCCCD Governing Board approve the adjustment of Budgeted Expenditures as
shown on the attached Exhibit A for the FY 1982-83 through FY 1985-86. The above y
procedure is needed to accommodate the budgeted usage of Cash/Fund Balance exclusion
! on the Annua] Budgeted Expenditure L1m1tat1on 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 Timitation 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 §$1

less than the expenditure Timit.

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 meet\ng of April 2, 1987 and recommended to be forwarded to the
full Board for their review and approva1 In addition, at its Saturday, April 18,
1987 meeting, the State Board ‘of -Directors for’ Commun1ty Colleges of Arizona
recommended the formalization of these procedures in the Uniform System of Account-
ing and Financial Report1ng for Arizona Community College Districts.

Funding Approvals/Certifications

B
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. Todd V. Simmons. CPA
iVlC& Fresident - Administrsiion

EAS.ZRY ARIZONA GOLLESE

' 600 Church Street  Thatcher, Arizona 85552
E%f (£02) 426-1137 Int. 211

Rpril 8, 1987 : ~ DRAFT

Maude Haggerty

Dffice of the Ruditor General T

2700 N. Central Avenue Suite 700
Phoeniy, B2 85003

Dear Maude:

1

- Dur meeting on March 18, 1987 at the Maricopa Community Colleges
District Offices was very informative on a number of issues which are-
‘pery pertinent to the Arizona Community Colleges. This letteris a
followup and is intended to clarify the understandings that were
reached either at or subsequent to that meeting.

It 1s our understanding that:

Unused Repvenue Capacity

O S L e e T

Unused revenue capacity is an excludable item on the
exrpenditure limitation report.

Exciudable revenues shown on the expenditure
limitation report are not available to the caiculation of
unused repvenue capacity.

Unused revenue capacity which can be used on the
erpenditure limitation report in & given fiscal yearis
limited to the amount of cash carryforward.

Bue to misunderstandings or misinteroretations a
District may restate its previous years’ expenditure
limitaticn reports in order to make any unused rerenue
capacity available for future fiscal uears. -
Unused revenue capacity is maximized by reducinga =
District's budget to actua!l expenditures enc then by
reducing exludable repenues so that expenditures
subjeci to the expenditure limit is $1 fess than the
edpenditure limit.
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Lease Purrhaxe Payments

* lLease purchase pagments for real ptopertg or
equipment are fong term debt obligations and,
therefore, ercludsble on the enpenciture limitatlion
repott.

» lease purchase pugments are an "espenditure type”
exclusicn, thercfore, any source of revenue may be
designated to make the payments (ie-stete aid,
property tases, bookstore sales, etc.). This, in
essence, could convert local non-exucludable revenues
into excludable repenues.

Budgets ‘

* Statute prehibits a District from increasing its budget
once it has been adopted, but there is no statutory
penalty for overexpending a District's budget.

» Theoretically, a District could budget $0 eupenditures
in a particular fund and continue to operate as normal
with no punitive consequences.

If your understanding of the conciusions reached in this :
communication are different than what were expressed at sur March
18th meeting, please respond in writing to the President of the
Arizona Community Coltege Business 0fficers Council, Mr. Loren
Felabom, Uice President - Administration for Cochise College.

Sincerely,

Todd U. Simmons, CPH
Chairman, Professional Accounting Standards Subcommitiee
fArizona Community College Business 0fficers Council






