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INTRODUCTION

TheHandbook on Arizona’ s Sunset and Sunrise Review isaguidefor partiesinvolved inthe
sunset and sunrise review of state agencies, boards, commissions, institutions and programs
(agencies). Because statute prescribes both the sunset and sunrise processes, it isrecommended that
statute be consulted in conjunction with the use of this handbook.

Established by Laws 1978, Chapter 210, Arizona's sunset review process requires the
Legidatureto periodically review the purpose and functions of state agenciesto determine whether
continuation, revision, consolidation or termination iswarranted. Sunset reviewsare based on audits
conducted by either the Office of the Auditor General (OAG) or aCommittee of Reference (COR).
Following the audit, apublic hearing is held by the COR to discuss the audit and receive testimony
from agency officials and the public.

Established by Laws 1985, Chapter 352, and expanded by Laws 2008, Chapter 132,
Arizona's sunrise process provides a mechanism for both health professions and nonhealth
professionsto request regulation and, for health professions, an expansion in scope of practice. The
sunrise process begins when an applicant group presents the Joint Legislative Audit Committee
(JLAC) with areport defining the need for regulation or scope of practice expansion. JLAC assigns
the report to a COR for review and recommendation.

The handbook is divided into four primary sections. The first section provides a brief
description of the entities that play an important role in the processes, specifically, JLAC, COR,
OAG and legislative committee staff. Thefollowing two sections are divided based upon the actual
sunset and sunrise processes and provide a step-by-step guide of how to conduct a sunset or sunrise
review. Finally, samplesfrom previousreviews are provided to help eliminate questionsregarding
written correspondence and final reports.

This 2009-2010 edition is dedicated to Janice Stell, Senate Research Executive Assistant.
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ROLE OF PARTICIPANTS

JOINT LEGISLATIVE AUDIT COMMITTEE
(Title 41, Chapter 7, Article 10.1, Arizona Revised Statutes)

MEMBERSHIP

JLAC is a 12-member committee consisting of 6 members from each chamber of the
Legidature. Five memberseach are appointed by the President of the Senate and the Speaker of the
House of Representatives based on the members’ understanding and interest in agency audits. JLAC
membership includes an A ppropriations Committee member from each chamber, and no morethan
three appointees from each chamber may be members of the same political party. Additionaly, the
President of the Senate and Speaker of the House of Representatives serve as ex-officio members.
JLAC chairmanship alternates each year between the House and Senate.

JLAC members for the Forty-ninth Legislature:

Senate Members House Members

Senator Thayer Verschoor (Chair 2009) Representative Judy Burges (Chair 2010)
Senator Pamela Gorman Representative Tom Boone

Senator John Huppenthal Representative Cloves Campbell

Senator Richard Miranda Representative Rich Crandall

Senator Rebecca Rios Representative Kyrsten Sinema
President Robert “Bob” Burns, Ex-officio Speaker Kirk Adams, Ex-officio

JLAC POWERS & DUTIES

JLAC oversees dl legidative and agency audit functions. Subject to legisative approval,
JLAC appointsthe Auditor General and directsall sunset, performance, special and financial audits
and special research requests. JLAC isrequired to ensure that agencies comply with audit findings
and recommendations and has legisl ative subpoena power.

In order to facilitate the sunrise and sunset process JLAC:

1) assigns agencies subject to sunset review to a COR;

2) assigns sunrise review applicantsto a COR,;

3) determines whether the OAG or a COR will conduct an agency’ s sunset audit;
4) directsthe OAG or a COR to conduct audits;
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5) oversees the preparation and introduction of legislation to delay a sunset review if the
OAG or aCOR is unable to complete the review according to schedule;

6) directsthe OAG or a COR to conduct performance audit follow-up reviews;

7) assigns COR chairmen (JLAC hasthe statutory authority to appoint COR chairmen, but
traditionally the chairs are sel ected by standing committee chairmen when appointing the
members); and

8) meets quarterly or on the call of the chairman.

PERFORMANCE AUDIT FOLLOW-UP PROCEDURES

In July 1997, JLAC adopted a process to follow-up on audit recommendations, which was
subsequently expanded in 1999. Prior to 1999, the OAG would follow-up with an agency six
months after a performance audit was issued and report to JLAC whether the agency was making
progressinimplementing the audit report’ srecommendations. 1f the agency appeared to be making
satisfactory progress, the OAG conducted no further follow-up. If the agency was not making
progress, further follow-up was conducted at 18 months.

The follow-up process in place as of September 1999 is as follows:

1 In the written response to each audit recommendation in a performance audit report, the
auditee will make one of the following statements:

a) thefinding of the OAG isagreed to and the audit recommendationswill beimplemented,

b) thefinding of the OAG is agreed to and a different method of dealing with the finding
will be implemented,

c) thefinding of the OAG isnot agreed to but the recommendations will be implemented,

or

d) the finding of the OAG is not agreed to and the recommendations will not be
implemented.

2. Following therelease of each audit report, JLAC will ensurethat each audit receivesapublic

hearing by a legidative committee. JLAC may refer the audit to a COR if the audit is
performed under the sunset law. However, JLAC may request other pertinent committeesto
hold a hearing on any audit, or JLAC may hold the hearing.

3. JLAC shall request other committees holding a hearing on an audit to specifically address,
and report back to JLAC, the nature of all report recommendations with which the agency
does not agree and will not implement.

4, Six months after the audit report is issued, the auditee must provide to the OAG awritten
explanation of the status of all audit recommendations. (The OAG shall require the auditee
to provide data and information necessary to document its efforts at implementing the
recommendations.) The OAG will then issue a follow-up report to JLAC indicating the
status of the agency’ seffortsin implementing the audit recommendations. Specifically, the
follow-up report will identify how many recommendations the agency hasimplemented, how
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many recommendations it is in the process of implementing and how many
recommendations have not been implemented. If the auditee has implemented all
recommendations as of six months, the OAG shall report this fact to JLAC and no further
follow-up will be conducted.

If the auditee has not fully implemented all recommendations at six months, but appearsto
be making progress, then this process continues at six-month intervals up to aperiod of two
years after the release of the audit report.

If the OAG finds that the auditee is not making substantial progress in implementing the
recommendations at 6 months and 12 months, the OAG may, within a period not to exceed
18 months, initiate amoreinvolved follow-up review. Thisreview shall determinethe status
of the recommendations and what further actions, if any, are still necessary to implement the
recommendations.

At two years, JLAC may require the auditee to appear before it to review the status of any
remaining recommendations and to determine whether continued reporting is warranted.

The OAG has the authority to verify all information provided by the auditees and issue
reportsto JLAC and other relevant legislative committees.

The JLAC chairman may at any timefollowing the rel ease of an audit report convene a panel
of JLAC membersto meet with the OA G and the auditee to discuss recommendations with
which the agency disagrees and will not implement. The panel will hear from both parties
and will recommend to the full committee that:

a) thereisno need for further action, or
b) sufficient differences exist between the OAG and the auditee to warrant the attention of
the full JLAC.

JLAC will determine the need for further review and may, as an option, convene a final
meeting of the two parties.

If after final review JLAC fedlsit iswarranted, it will draft amemorandum summarizing the
differences between the OAG and the auditee and will make a memorandum available,
together with any recommendations, to all members of the Legidlature.
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OFFICE OF THE AUDITOR GENERAL
(Title 41, Chapter 7, Article 10.1, Arizona Revised Statutes)

REQUIREMENTS & TERM

Statute providesfor the appointment of the Auditor General by JLAC, subject to approval by
the Legislature. Theterm of officeisfive years; however, the Auditor General may be reappointed
or removed from office pursuant to a concurrent resolution of the Legislature.

Statute requiresthe Auditor General to be acertified public accountant licensed to practicein
Arizona and therefore subject to the standards and ethics of the accounting profession as regulated
by the Arizona Board of Accountancy.

OAG POWERS & DUTIES

The OAG isresponsible for providing independent financial, performance and compliance
audits and special research requests in support of legislative oversight and public accountability
regarding funds administered by the state and certainlocal governments. The OAG isauthorized by
statute to access agency correspondence, files and other records, bank accounts, criminal history
record information, money and other property of any state agency. Prior to conducting a
performance audit, the OAG attemptsto contact | egislators and | egisl ative committee staff to receive
input and suggestionsregarding areas of concern. The OAG staff also contacts|egislators and staff
following the publication of an audit to respond to any questions concerning audit findings.

The OAG isrequired to perform the following duties relating to the sunset process:

1) prepare and submit to JLAC alist of all agencies scheduled for sunset termination at
least 20 months prior to agency termination,

2) recommend to JLAC sunset audits to be conducted by the OAG or COR,

3) conduct all auditsassigned by JLAC (audits conducted by the OAG for the sunset review
process are called performance audits or sunset audits),

4) distribute copies of agency performance audits to JLAC members and staff, and

5) tedtify before the COR regarding the performance audit findings.
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COMMITTEES OF REFERENCE
(A.R.S. § 41-2954)

MEMBERSHIP

A COR isasubcommitteethat isintended to act asaproxy for astanding committee. Statute
requires that each standing committee of both legidlative houses appoint a five-member COR and
stipulates that no more than three members may belong to the same political party. Although JLAC
hasthe statutory authority to appoint COR chairs, tradition has given thistask to standing committee
chairs. A COR isusually appointed in the early part of aLegislature with the first member named
serving as the COR chair.

COR POWERS & DUTIES

The COR may be responsible for conducing a sunset audit. A sunset audit conducted by a
CORisessentially aself audit whereby the agency respondsto statutorily prescribed questions and
guestions devel oped by the COR.

When conducting a sunset or sunrise hearing, the House and Senate COR meet jointly asa
single COR; and separate motions for the House side and the Senate side are not in order. A
guorum for sunset and sunrise purposes consists of amgjority of all COR members.

Agencies subject to sunset review are generally assigned to a COR whose standing
committee would most likely be responsible for hearing any legislation affecting that particular

agency.
A COR has legidlative subpoena power and is responsible for:

1) conducting a sunset audit of each agency assigned to it by JLAC,

2) holding at least one public hearing upon receipt of the OAG performance audit or
completion of the COR sunset audit,

3) evaluating and recommending agency continuance, revision, consolidation or
termination based on statutory sunset factors,

4) evaluating and recommending regulation or increased scope of practice based on
statutory sunrise factors,

5) submitting afinal sunset or sunrisereview report by December 1 to JLAC, the President
of the Senate, Speaker of the House of Representatives, Governor, OAG and the agency
that was the subject of the review, and

6) preparing legislation toimplement itsrecommendations (JLAC isstatutorily required to
overseethe preparation of such legidation, but traditionally the COR chair and staff have
overseen this responsibility).
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AGENCY SUBJECT TO REVIEW

An agency subject to sunset review performs the following functions in the sunset and
sunrise review process.

1) Assiststhe OAG or COR - The agency works with the OAG to provide any necessary
information. If the sunset audit is conducted by a COR, the agency must provide all
necessary information and respond to the sunset questions as requested by the COR.

2) Testifies at hearings - Agency officials testify at public hearings, present agency
responses to the required agency factors, and provide justification for agency
continuance, modification or creation and any additional information requested by COR
members.

3) Supports introduction of legidlation - Agency officials should work with legidative
committee staff and COR chairman to coordinate the drafting and introduction of
legislation to continue, modify or create the agency pursuant to COR recommendations.

LEGISLATIVE STAFF

Sunset and sunrise staffing responsibilities shift with legislative terms. Senate legidative
committee staff is responsible for staffing sunset hearings during even-numbered legislatures, and
legidative committee staff from the House is responsible during odd-numbered legislatures.
Regardless of who has primary responsibility, it is aways a good idea to keep one's staff
counterpart(s) apprised of information and progress.

Staff responsibilities vary slightly depending on whether the OAG or COR conducts the
sunset audit. Committee staff:

1) coordinates with their Senate/House counterpart,

2) facilitates contact between the COR chair and the agency subject to sunset review,
3) compiles background information,

4) prepares information for COR members and other interested legislators,

5) schedules the sunset and sunrise hearing(s),

6) writesthe final sunset and/or sunrise report, and

7) facilitates the drafting of any legidlative recommendations of the COR.
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Committees of Reference

Arizona Senate Committees of Reference

(Forty-ninth Legislature)

Appropriations

Commer ce and Economic
Development

Education Accountability
and Reform

Al Mélvin, Chair Barbara Leff, Chair Jonathan Paton, Chair

Ron Gould Carolyn Allen SylviaAllen

Jack Harper Thayer Verschoor Linda Gray

AmandaAguirre Ken Cheuvront Linda Lopez

Rebecca Rios Richard Miranda Leah Landrum Taylor
Finance Government I nstitutions Healthcare and Medical

Jm Waring, Chair
Barbara L eff
Steve Pierce

Ken Cheuvront
Richard Miranda

Jay Tibshraeny, Chair
Chuck Gray

Jm Waring

Meg Burton Canhill
Jorge Luis Garcia

Liability Reform

John B. Nelson, Chair
Barbara L eff

Thayer Verschoor
AmandaAguirre
Linda Lopez

Judiciary

John Huppenthal, Chair
Chuck Gray

Russell Pearce

Ken Cheuvront
Richard Miranda

Natural Resour ces,
Infrastructure and Public
Debt
John B. Nelson, Chair
SylviaAllen
Steve Pierce
AmandaAguirre
Albert Hale

Public Safety and Human
Services

Linda Gray, Chair

Al Méelvin

Jm Waring
RebeccaRios

Leah Landrum Taylor

Retirement and Rural
Development

Ron Gould, Chair
SylviaAllen
Steve Pierce
Linda Lopez
RebeccaRios

Veteransand Military
Affairs

Jack Harper, Chair
Al Melvin

John B. Nelson
Meg Burton Cahill
Albert Hale
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Committees of Reference

Arizona House of Representatives Committees of Reference

(Forty-ninth Legislature)

Appropriations

John Kavanagh, Chair

Banking and Insurance

Nancy McLain, Chair

Commerce

M. Laurin Hendrix, Chair

Andy Biggs Doug Quelland Chad Campbell
Richard Murphy Carl Sedl Rich Crandall
Cloves Campbell David Bradley Robert Meza
Kyrsten Sinema Robert Meza Michele Reagan
Education Environment Government

Rich Crandall, Chair
Steve Court

Doris Goodale

Eric Meyer

Rae Waters

Ray Barnes, Chair
Russell Jones
Frank Pratt

Ed Ableser
BarbaraMcGuire

Steve Montenegro, Chair
Adam Driggs

David Gowan

Chad Campbell

Tom Chabin

Health and Human Services

Nancy Barto, Chair
Steve Court

Doris Goodale

Ed Ableser

David Bradley

Judiciary

Cecil Ash, Chair
Adam Driggs
Steve Montenegro
Ben Miranda
AnnaTovar

Military Affairs& Public
Safety

Jerry Welers, Chair
David Gowan

Carl Sedl

Patricia Fleming
BarbaraMcGuire

Natural Resour ces and
Rural Affairs

Russell Jones, Chair
Bill Konopnicki
Frank Pratt

Patricia Fleming
Lynne Pancrazi

Public Employees,
Retirement & Entitlement
Reform

Judy Burges, Chair
Cecil Ash

Debbie Lesko

Phil Lopes

Lynne Pancrazi

Transportation &
Infrastructure

Frank Antenori, Chair
Sam Crump

Nancy McLain

Steve Farley

Rae Waters
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Committees of Reference

Arizona House of Representatives Committees of Reference
(Forty-ninth Legislature)

Water & Energy Ways & Means
Lucy Mason, Chair Debbie Lesko, Chair
Doris Goodae Andy Biggs
David Stevens Richard Murphy
Christopher Deschene Jack Brown
Nancy Y oung-Wright Tom Chabin
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Sunset Review Process 49" Legislature

SUNSET REVIEW PROCESS

(Title 41, Chapter 27, Arizona Revised Statutes)
DESCRIPTION

The sunset process dates to the 1970s and was one of the first government accountability
tools. Although individual sunset processes differ from state to state, akey feature istheinclusion
of an automatic termination (repeal) clause in the authorizing legislation for state agencies and
programs. Agencies are reviewed by the Legislature prior to their termination at which time the
Legislature may choose to reauthorize the agency.

Established by Laws 1978, Chapter 210, Arizona’ ssunset laws provide a systematic process
to evaluate an agency to determine if the merits of the agency justify its continuation, continuation
with modification or termination. Agencies subject to sunset review automatically terminate
(sunset) if legislation to continue the agency is not approved by the Legislature and Governor.

The entire sunset review process takes place over a 20-month period. JLAC initiates the
sunset review process by reviewing thelist of agencies scheduled for termination and assigning the
agenciesto a COR. All agencies scheduled for sunset are assigned to a House and Senate COR.
Sunset reviews are based on sunset audits conducted by either the OAG or a COR. JLAC aso
determines whether the OAG or aCOR will conduct the sunset audit (called a performance audit if
conducted by the OAG). This determination is based upon a number of factors including: the
number of audit hours the OAG estimates a performance audit of the agency will require, the
number and seriousness of concernsand issuesidentified by legislators, |egidative staff or the OAG
regarding the agency, and the size and budget of the agency.

The COR is required to hold at least one public hearing to discuss the sunset audit and
receivetestimony from agency officialsand the public. The COR may hold subsequent hearings as
necessary. Upon completion of COR deliberations, which include a review of the 12 statutory
sunset factors, the COR must submit a final sunset review report by December 1, containing its
recommendation for continuation, revision, consolidation or termination of the agency. Statute
prohibits continuation of an agency for aperiod in excess of ten years. L egislative committee staff
typically facilitates, and Legisative Council typically drafts, any recommended legislation.

Historically, the COR chair hasintroduced the legislation necessary to continue, consolidate
or revise an agency during the following legislative session; however, the agency subject to sunset
review hastheresponsibility of requesting the chair, or any other legislative member, to sponsor the
necessary legislation. Legidlative committee staff should communicate this responsibility to the
agency. If the COR recommends that the agency terminate, legislation is not necessary.
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CONDUCTING A SUNSET REVIEW

A sunset review isbased on an audit conducted by either the OAG (performance audit) or the
legidative committee staff assigned to the COR. The essential difference between a performance
audit and an audit conducted by a COR is the depth and scope of the audit. A performance audit is
usually conducted over aperiod of several monthswith the OA G staff going on-site with the agency
to review files and records and conduct interviews. COR audits are typicaly self audits as the
agency is asked to respond to the sunset factors and legidlative committee staff conducts minimal
background and legal research.

The stepsfor conducting asunset review when the OAG conducts aperformance audit are very
similar to the stepsfor conducting areview when the COR conducts the audit. Following isabrief
discussion of staff responsibilities under both of these scenarios.

1. WHAT TO DO IF OAG CONDUCTSTHE AUDIT:
Step 1 - Assignment of Reviews (approximately 20 months prior to the sunset hearing)

e The OAG submits a list of agencies scheduled for termination to JLAC - This list
includes all agencies statutorily scheduled for sunset and an estimate of the hours
necessary to complete each agency’s audit if the OAG were to conduct a performance
audit.

o JLAC establishesthe sunset review schedule - Based on areview of the sunset schedule
and audit hoursinformation submitted by the OAG, JLAC approvesthe audit schedule.
JLAC may delay an agency’ ssunset if it believesthe OAG will not be able to complete
the audit and subsequent review according to schedule. If JLAC delays termination,
JLAC isresponsible for introducing legislation to extend the agency’ stermination date
so that the agency will not sunset pending review.

e JLAC determineswho shall perform the sunset audit - Based on the sunset schedule and
audit hoursinformation submitted by the OAG, JLAC determineswhether the OAG will
conduct the audit. The more complex agenciesare generally assigned to the OAG for an
agency-wide performance audit.

e JLAC assigns agencies subject to review to a COR - Statute requires all agencies
scheduled to sunset to be assigned to a COR for the purposes of reviewing the sunset
audit, holding a public hearing and making recommendations concerning the
continuation of the agency. Legidlative staff isprovided alist of COR assignments by
JLAC staff.
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Step 2 - Performance Audit

The OAG conducts the performance audit - Legidative staff and al JLAC members
receive a copy of completed performance audits.

Step 3 - Pre-Sunset Hearing (3 to 4 months prior to sunset hearing)

Contact the COR chairman and staff counterpart - L egislative committee staff should
inform the COR chair of their respective body regarding the upcoming sunset review and
discuss any potential issues/concerns.

COR chair contacts the agency - Legidative committee staff facilitates the
communication between the COR chair and agency by preparing anotification letter on
behalf of the COR chair informing the agency of its coming review. The COR chair
should also request that the agency submit a required report containing the agency’s
response to the statutorily prescribed agency factors (A.R.S. § 41-2954, subsection F).
Theagency factorsarein addition to the 12 sunset factorsthat are addressed in the OAG
performance audit.

Following are the required agency factors (A.R.S. § 41-2954):

1) Anidentification of the problem or needsthat the agency isintended to address.

2) A statement, to the extent practical, in qualitative or quantitative terms, of the
objectives of the agency.

3) ldentification of any conflicting or overlapping duties with other agencies.
4) An analysisof the consequences of eliminating the agency.

Review performance audit - L egislative committee staff should review the performance
audit, which includes the 12 sunset factors and the agency’ s response to the 4 required
agency factors.

By way of information, the 12 sunset factors are as follows (A.R.S. § 41-2954):

1) The objective and purpose in establishing (continuing) the agency.

2) The effectiveness with which the agency has met its objective and purpose and
the efficiency with which it has operated.

3) The extent to which the agency has operated within the public interest.

4) The extent to which rules adopted by the agency are consistent with the
legidlative mandate.

5) The extent to which the agency has encouraged input from the public before
adopting its rules and the extent to which it has informed the public as to its
actions and their expected impact on the public.
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6) The extent to which the agency has been able to investigate and resolve
complaints within its jurisdiction.

7) Theextent to whichthe Attorney General or any other applicable agency of state
government hasthe authority to prosecute actions under the enabling legislation.

8) Theextent to which the agency hasaddressed deficienciesinitsenabling statutes
that prevent the agency from fulfilling its statutory mandate.

9) The extent to which changes are necessary in the laws of the agency to
adequately comply with the factors listed in this subsection.

10) The extent to which the termination of the agency would significantly harm the
public health, safety or welfare.

11) The extent to which thelevel of regulation exercised by the agency isappropriate
and whether less or more stringent levels of regulation would be appropriate.

12) The extent to which the agency has used private contractors in the performance
of itsdutiesand how effective use of private contractors could be accomplished.

Contact other parties- Upon review of the performance audit, |egidative committee staff
should contact other parties, such as the Joint Legidative Budget Committee (JLBC),
Legidative Council, professional associations and interested constituents, to discuss
agency performance, problems and other issuesrelating to the agency. Any concernsor
guestions identified should be conveyed to the COR.

Schedule apublic hearing and prepare agenda and materials for members- The COR is
required to hold at least one public hearing.

When scheduling the public meeting, legislative committee staff should consult with
agency staff and the OAG to ensure their attendance and ability to present the required
agency factors.

A sunset hearing agenda should include a presentation on the performance audit by the
OAG, a presentation by the agency on the required agency factors, and an opportunity
for testimony from agency officials and the public. The agenda may also include
adoption of the COR recommendations if additional COR meetings are not necessary.
Material s distributed by |egislative committee staff to the COR may include asummary
of the performance audit and agency response, the written required agency factors,
budget data, other relevant information and any draft recommendations.

Notify the agency - Legidative committee staff may prepare a notification letter on
behalf of the COR chair stating the date and time of the sunset review hearing. Meeting
notices should aso be sent to COR members, OAG, JLAC members, Legidative
Council, JLBC and other interested parties.
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Step 4 - Sunset Hearing

Hold a public hearing - Statute (A.R.S. § 41-2954) requires the COR to hold a public
hearing to:

1) determine the need of the agency to regulate or direct a particular activity,

2) determine if the agency is meeting its statutory responsibilities and if those
responsibilities are necessary,

3) provide an opportunity for public testimony,
4) provide an opportunity for the agency to justify its continuation, and

5) receive a presentation from the agency that addresses the prescribed agency
factors (A.R.S. 8§ 41-2954, subsection F).

Sunset factors- Statute (A.R.S. § 41-2954) requiresthe COR to consider, at aminimum,
the 12 sunset factors when determining the need for continuation or termination of an
agency. The sunset factors are addressed in writing in the OAG report.

Step 5 - Follow-up

Prepare afinal sunset report - L egidlative committee staff preparesafinal report pursuant
to statutory guidelines (A.R.S. 8 41-2954) containing the following information:

1) A recommendation that the agency be continued, revised, consolidated or
terminated.

2) A written statement prepared by the agency that contains the required agency
factors.

Distributefinal sunset review report - By December 1, legidative committee staff should
distribute the final sunset report. Addressthereport to JLA C and distribute copies of the
final report to the:

Governor Office of the Auditor Genera

President and Speaker State Library, Archives & Public Records
COR members House and Senate Research Staff

Senate Resource Center House and Senate Mgjority Staff

Chief Clerk House and Senate Minority Staff

Director of the Agency subject to review

Draft legidation - Legislative committee staff workswith Legislative Council to draft
any recommended legidlation. Legidation is not necessary if the COR recommends
agency termination.
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SUNSET REVIEW PROCESSTIMETABLE

(OAG Conducts the Performance Audit)

Deadline

Activity

(Occurs at least 20 months prior to termination of the agency)

May/June

OAG submitslist of agencies subject to sunset
review.

JLAC determines OAG will conduct audit and
assigns agency to COR.

Legidative staff isnotified of LAC
assignments.

June/August

OAG conducts audit.

(Occurs year of review.)

June/July

COR chair initiates communication with agency.
Committee staff prepares |etters. Agency is
required to respond to four agency factors
(A.R.S. §41-2954)

August Draft performance audit completed.

September/October OAG submits final performance audit report to
Legidature.

Committee staff schedules sunset review
hearing(s).

December Final sunset review report is due December 1.
Committee staff prepares final sunset review
report and distributes.

January Introduction of legislation to implement COR
recommendations, if necessary.

July Termination of agency unless legislatively

continued.
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2. WHAT TO DO IF COR CONDUCTS THE PERFORMANCE AUDIT:

Step 1 - Assignment of Reviews (approximately 20 months prior to the sunset hearing)

e The OAG submits a list of agencies scheduled for termination to JLAC - This list
includes all agencies statutorily scheduled for sunset and an estimate of the hours
necessary to complete each agency’ s audit if the OAG were to conduct a performance

audit.

e JLAC establishesthe sunset review schedule - Based on areview of the sunset schedule
and audit hours information submitted by the OAG, JLAC approvesthe audit schedule.
JLAC may delay an agency’ ssunset if it believes the COR will not be able to complete
the audit and subsequent review according to schedule. If JLAC delays termination,
JLAC isresponsiblefor introducing legislation to extend the agency’ stermination date

so that the agency will not sunset pending review.

e JLAC determineswho shall perform the sunset audit - Based on the sunset schedule and
audit hoursinformation submitted by the OAG, JLAC determineswhether the COR will
conduct the audit. The more complex agenciesare generally assigned to the OAG for an

agency-wide performance audit.

e JLAC assigns agencies subject to review to a COR - Statute requires all agencies
scheduled to sunset to be assigned to a COR for the purposes of reviewing the sunset
audit, holding a public hearing and making recommendations concerning the
continuation of the agency. Legidative staff is provided alist of COR assignments by

JLAC staff.

Step 2 - Initiate Agency Contact (3 to 4 months prior to sunset hearing)

e Contact the COR chairman and staff counterpart - Legislative committee staff should
inform the COR chair of their respective body of the upcoming sunset review and

discuss any potential issues/concerns.

e COR chair contacts the agency - Legidative committee staff facilitates the
communication between the COR chair and agency by preparing anotification letter on

behalf of the COR chair informing the agency of its coming review.

The COR chair should request that the agency submit a required report containing the
agency’ sresponseto the 12 sunset factorsaswell asawritten statement addressing the 4
required agency factors (A.R.S. § 41-2954). The COR chair may request other relevant
information, such as copies of the agency’ s annual report or minutes from meetings, or
ask other relevant questions. The sunset audit, when conducted by the COR, consists of
the written response of the agency and other relevant information procured by the

legidative committee staff.
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The chair’ s correspondence should direct the agency to report on all of the factorsby a
date certain, allowing enough time for legislative committee staff to review and
distribute to COR members the materials received from the agency.

Following are the 12 sunset factors (A.R.S. § 41-2954):

1) The objective and purpose in establishing (continuing) the agency.

2) The effectiveness with which the agency has met its objective and purpose and
the efficiency with which it has operated.

3) The extent to which the agency has operated within the public interest.

4) The extent to which rules adopted by the agency are consistent with the
legidlative mandate.

5) The extent to which the agency has encouraged input from the public before
adopting its rules and the extent to which it has informed the public as to its
actions and their expected impact on the public.

6) The extent to which the agency has been able to investigate and resolve
complaints within its jurisdiction.

7) Theextent to which the Attorney General or any other applicable agency of state
government hasthe authority to prosecute actions under the enabling legidation.

8) Theextent to which the agency has addressed deficienciesin its enabling statutes
that prevent the agency from fulfilling its statutory mandate.

9) The extent to which changes are necessary in the laws of the agency to
adequately comply with the factors listed in this subsection.

10) The extent to which the termination of the agency would significantly harm the
public health, safety or welfare.

11) The extent to which thelevel of regulation exercised by the agency isappropriate
and whether less or more stringent levels of regulation would be appropriate.

12) The extent to which the agency has used private contractorsin the performance
of itsdutiesand how effective use of private contractors could be accomplished.

Following are the prescribed agency factors (A.R.S. § 41-2954, subsection F):

1) Anidentification of the problem or needsthat the agency isintended to address.

2) A statement, to the extent practical, in qualitative or quantitative terms, of the
objectives of the agency.

3) ldentification of any conflicting or overlapping duties with other agencies.
4) Ananalysis of the consequences of eliminating the agency.
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e Contact other parties - Legidlative committee staff should contact other parties, such as
JLBC, Legidative Council, professional associations and interested constituents, to
discuss agency performance, problems and other issues relating to the agency. Any
concerns or questions identified should be conveyed to the COR.

Step 3 - Pre-Sunset Meeting/Review Materials

e Review and evauate sunset factors - Legidative committee staff should review the
agency’s report to ensure that the agency fully responded to the sunset and required
agency factors.

e Schedule apublic hearing and prepare agenda and materials for members- The COR is
required to hold at least one public hearing. The agenda should include a presentation
from agency officials on the sunset factors and required agency factors, and provide an
opportunity for public input. The agenda may also include adoption of the COR
recommendationsif subsequent COR meetings are not necessary. Materialsdistributed
by legislative committee staff may include a summary of the performance audit and
agency response, budget data and draft recommendations.

e Notify the agency - Legislative committee staff may prepare a notification letter on
behalf of the COR chair stating the date and time of the sunset review hearing. Meeting
notices should aso be sent to COR members, OAG, JLAC members, Legidative
Council, JLBC and other interested parties.

Step 4 - Sunset Meeting

e Hold apublic hearing - Statute (A.R.S. § 41-2954) requires the COR to hold a public
hearing to:

1) determine the need of the agency to regulate or direct a particular activity,

2) determine if the agency is meeting its statutory responsibilities and if those
responsibilities are necessary,

3) provide an opportunity for public testimony,

4) provide an opportunity for the agency to justify its continuation, and

5) receive a presentation from the agency that addresses the prescribed agency
factors.

e Sunset factors- Statute (A.R.S. § 41-2954) requiresthe COR to consider, at aminimum,
the 12 sunset factors when determining the need for continuation or termination of an

agency.
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Step 5 - Follow-up

Prepare afinal sunset report - L egidative committee staff preparesafina report pursuant
to statutory guidelines (A.R.S. § 41-2954) containing the following information:

1) A recommendation that the agency be continued, revised, consolidated or
terminated.

2) A written statement prepared by the agency that contains the required agency
factors.

Distribute final sunset review report - By December 1, legidative committee staff should
distribute the final sunset report. Addressthereport to JLAC and distribute copies of the
final report to the:

Governor Office of the Auditor Genera

President and Speaker State Library, Archives & Public Records
COR members House and Senate Research Staff

Senate Resource Center House and Senate Mgjority Staff

Chief Clerk House and Senate Minority Staff

Director of the Agency subject to review

Draft legislation - Legislative committee staff works with Legislative Council to draft
any recommended legidlation. Legidation is not necessary if the COR recommends
agency termination.
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SUNSET REVIEW PROCESSTIMETABLE

(COR Conducts the Performance Audit)

Deadline Activity
(Occurs at least 20 months prior to termination of the agency)
May/June OAG submits|list of agencies subject to sunset
review.

JLAC determines COR will conduct audit;
assigns agency to COR for review.
Legislative staff is notified of JLAC
assignments.

(Occurs year of review.)

June/July COR chair initiates communication with agency.
Committee staff prepares letters. Agency is
requested to respond to 12 sunset factors and 4
agency factors.

August/September/October Agency submits responses to sunset and agency
factors.
Committee staff schedules sunset review
hearing(s). Prepares agency responses for review
by COR.

December Final sunset report is due December 1.
Committee staff prepares final sunset review
report and distributes.

January Introduction of legidlation to implement COR
recommendations, if necessary.

July Termination of agency, unless legidatively
continued.
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Sunrise Review Process

SUNRISE REVIEW PROCESS

(A.R.S. § 32-3101 through 32-3106 and 32-4301 through 32-4303)

DESCRIPTION

Established by Laws 1985, Chapter 352, and expanded by Laws 2008, Chapter 132,
Arizona’ s sunrise review process provides amechanism for both health professions and nonhealth
professions to request regulation and, for health professions, expansion in scope of practice.

A health profession isdefined asaprofession regulated pursuant to A.R.S. Title 32, Chapters
7,8,11,13, 14,15,15.1, 16,17, 18,19, 19.1, 21, 25, 28, 29, 33, 34, 35, 39, 41, and Title 36, Chapter
6, Article 7, and Chapter 17. Statute requires regulation of nonhealth related professionsonly if all
of the following apply:

1) An unregulated practice can clearly harm or endanger the public health, safety or
welfare.

2) The actual or anticipated public benefit of the regulation clearly exceeds the costs
imposed on consumers, businesses and individuals.

3) The public needs and can reasonably be expected to benefit from an assurance of initial
and continuing professional ability.

4) The public cannot be effectively protected by private certification or other alternatives.

Toinitiate the sunrise application process, an applicant must submit awritten request (report)
to JLAC by September 1, responding to the statutorily prescribed sunrisefactors. The request/report
is then assigned by JLAC to a COR for review. The COR may hold meetings as necessary to
consider the report and receive testimony from the public, the applicant group and, if applicable, the
regulatory board of the health profession.

Although statute does not require that the COR hold meetings to deliberate on the sunrise
application, the COR isrequired to study the sunrise request/report and deliver a COR report of its
recommendations regarding the sunrise application to JLAC, the Governor, President of the Senate,
Speaker of the House of Representatives and the applicant group by December 1, of the same year
the application issubmitted to JLAC. Legidlative committee staff and L egislative Council draft any
recommended legislation.

Although not required, the COR chair may introduce any legislation recommended to
regulate a currently unregulated profession or request that the scope of practice of a currently
regulated profession be expanded during the following legidative session; however, the sunrise
applicant hasthe responsibility of requesting the chair, or any other legidative member, to sponsor
thelegidation. Legid ative committee staff should communicate thisresponsibility to the applicant.
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Sunrise Review Process

CONDUCTING A SUNRISE REVIEW

Step 1 - Application Submitted

Submission of application - An applicant that is seeking regulation must submit a written
report on or before September 1. The report must define the problem, explain the need for
regulation and discuss the costs, benefits and negative impact of regulation. Thereport lists
the affected associations, organizations and other practitioner groups, summarizes efforts
taken to address the problem; describes alternatives to regulation; and discusses the
maintenance of professional standards. Health professionalsshould refer to A.R.S. § 32-3104
and nonhealth professionals should refer to A.R.S. § 32-4302.

The application should be addressed and delivered to the JLAC chair with acopy provided to
the vice-chair at:

1700 West Washington

Phoenix, Arizona, 85007

Note: It isstrongly recommended that the applicant provide acopy of the application to the
Office of the Auditor General and House and Senate staff assigned to JLAC. Staff
assignments can be determined by contacting the House and Senate Research Staffs,
respectively.

Applicants for new regulation - The applicant must respond to each of the listed sunrise
criteriawithin the written sunrise report submitted to JL A C and subsequently provided to the
COR. Review A.R.S. 8§ 32-3105 or 32-4303 for afull and complete reading of the factors.

Applicantsfor increased scope of practice - The applicant must respond to each of thelisted
sunrise criteria within the written sunrise report submitted to JLAC and subsequently
provided to the COR. Review A.R.S. § 32-3105 for a full and complete reading of the
factors.

An applicant seeking an increase in scope of practice must al so submit acopy of thereport to
the regulatory board of the health profession for review and comment. If applicable, the
regulatory board shall make recommendations based on the submitted report to the extent
requested by the COR.

Step 2 - Assignment of Review

JLAC receives the applicant’ s request/report and assignsiit to a COR.
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Step 3 - Pre-Sunrise M eeting

Review and evaluate sunrise factors - Legislative committee staff should determine if the
sunrise report is for an increase in scope of practice or new regulation and review the
appropriate sunrisefactors, review the applicant’ swritten report and distribute copies of the
report to COR members.

Contact the COR chair - Legidative committee staff should inform the COR chair of the
application for new regulation or expanded scope of practice and discussany potential issues
or concerns.

Schedule a public hearing - A public hearing is not required by law and is held at the
discretion of the COR chair.

If the COR chair decidesto hold a public hearing, the agenda should include the presentation
of the written report by the applicant and an opportunity for testimony from other officials
and the public. The agenda may also include adoption of fina recommendations if
additional COR meetings are not necessary. If apublic hearing isheld, it is recommended
that staff contact other legidative staff such as JLBC and Legislative Council.

Recommendation - The COR may make recommendations regarding the request for new
regulation or theincreased scope of practice. Statute stipul ates that an unregulated health or
nonhealth profession shall not be regul ated unlessthe regulation isfor the express purpose of
protecting the public interest. All legislation proposed in order to regulate a health or
nonhealth profession for the first time must be reviewed according to statutory criteria.

Step 4 - Follow-up

Prepare final sunrise report - While a meeting is not required on a sunrise, the COR is
required to submit areport of itsfindingsto JLAC, the Governor, President of the Senate and
Speaker of the House by December 1.

Distribute sunrisereview report - Legis ative committee staff distributes copiesof the sunrise
report and recommendations to the following individuals:

Governor Office of the Auditor General

President and Speaker State Library, Archives & Public Records
COR members House and Senate Research Staff

Senate Resource Center House and Senate Mgjority Staff

Chief Clerk House and Senate Minority Staff

Director of the Agency subject to review

Draft legislation - Legislative committee staff works with Legislative Council to draft any
recommended legislation.
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SUNRISE PROCESSTIMETABLE

Deadline

Activity

September 1

Applicant group submits a written report to
JLAC detailing the reasons for regulation or
increase in scope of practice.

It is strongly recommended that the applicant
group provide a copy of the application to the
Office of the Auditor General and House and
Senate staff assigned to JLAC. Staff
assignments can be determined by contacting the
House and Senate Research Staffs, respectively.

Not specified

JLAC assigns agenciesto COR for review.

Not specified

Committee staff schedules sunrise review
hearing(s).
Statute does not require that a hearing be held.

December

Final sunrise report is due December 1.

January

Introduction of legislation to implement COR
recommendations, if necessary.
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