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FEDERAL HEALTH CARE LEGISLATION 
 
The Patient Protection and Affordable Care Act was 
enacted into law on March 23, 2010.  This bill, along with 
the accompanying Reconciliation Bill, made significant 
changes to health insurance requirements.  Beginning in 
2014, almost all individuals will be required to have health 
insurance or face a penalty.  In that same year, Medicaid 
benefits will be expanded to all individuals up to 133% of 
the Federal Poverty Level (FPL) (approximately $29,300 
for a family of 4).  Families with incomes above 133% 
FPL but below 400% FPL will be able to obtain subsides 
for health insurance through newly-created health care 
exchanges.   
 
In addition to individual requirements, employers with 50 
or more employees must provide health insurance or face a 
penalty.   Businesses with less than 50 employees who 
offer health benefits will be offered tax credits.  In 2010, 
the credits are up to 35% of the premiums and will 
increase to 50% of the premiums by 2014.   
 
More details on health care legislation are below. 
 
Maintenance of Effort - The legislation requires states to 
retain the eligibility standards that were in place at the time 
the bill was signed for both Title XIX and Title XXI 
programs.  Failure to do so appears to jeopardize receipt of 
all federal Medicaid matching funds.   
 
To comply with the maintenance of effort requirements, 
Laws 2010, Chapter 232 (SB 1043): 
 
• Reinstated statutory language for KidsCare;  
• Appropriated $9,000,000 in General Fund monies for 

KidsCare; and  
• Appropriated $385,000,000 from the General Fund for 

Proposition 204 contingent on the 6-month extension of 
the federal enhanced matching rate.    

 
(See AHCCCS Summary for additional information on 
Chapter 232.) 
 
Federal Match - From 2014 through 2020, a number of 
changes will be made to the federal match including: 
 
• Increasing the federal match to 90%-100% for newly-

expanded populations (typically those with incomes 
from 100%-133% FPL); 

• Increasing the federal match to 86%-93% for childless 
adults;  

• Transferring children on KidsCare from 100%-133% 
FPL to the Traditional Program on January 1, 2014.  
The approximate 3:1 match would decrease to 2:1; 

• Beginning in 2016, KidsCare recipients above 133% 
FPL will receive a 99% match; and  

• KidsCare sunsets on September 30, 2019 and will not 
receive a federal match after this date.  

Fiscal Impact – There are 2 methods for measuring the 
impact of the legislation.  The first method compares the 
impact relative to existing programs.  The second method 
measures the cost relative to the enacted March budget.  
 
• The legislation changes existing programs by expanding 

the eligibility from 100% to 133% of FPL, increasing 
participation among those currently eligible but not 
enrolled, and providing additional Federal Funds for 
Proposition 204.  The additional Federal Funds are 
expected to be greater than new costs, and generate an 
estimated savings of $(58) million in FY 2014 and 
$(305) million in FY 2016. 

• The legislation increases costs compared to the enacted 
March budget since the state must retain the Proposition  
204 General Fund subsidy and KidsCare program, both 
of which were eliminated in that budget.  When adjusted 
for the Proposition 204 and KidsCare restoration, the net 
state cost is estimated at $895 million in FY 2012, $896 
million in FY 2014, and $713 million in FY 2016.   

 
State Employee Health Plan - To conform to federal 
legislation, a number of changes will be made to the state 
employee health plan.  Beginning on September 23, 2010, 
the state plan: 
 
• Will provide dependent coverage for children up to their 

26th birthday; 
• Cannot have lifetime limits in the PPO plan; 
• Cannot charge co-pays on preventative services. 
 
Laws 2010, Chapter 232 made statutory changes to include 
children through their 26th birthday.  The other 2 changes 
can be made without statutory changes.   
 
Beginning on January 1, 2013, employees will be 
automatically enrolled into a health plan but can choose to 
opt out.  Currently, 84% of eligible employees are 
enrolled.    
 
Health Care Exchanges - Exchanges will serve as a one-
stop shop where individuals can learn about different 
private health insurance options,  learn about eligibility 
requirements for AHCCCS programs, become exempt 
from the requirement to obtain health insurance, and 
determine the cost of coverage options upon receipt of 
their subsidies.  While the exchange does not literally run a 
health plan, they will provide oversight of the plans and 
determine which plans are qualified to be offered in the 
exchange.  In addition to overseeing individual coverage, 
exchanges will oversee health insurance for small 
businesses (up to 100 employees).   
 
By January 1, 2014, all states need to establish a health 
care exchange or coordinate with other states to form a 
regional exchange.  If a state does not act, the federal 
government will set up the exchange.  States may operate 
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the exchange or contract with non-profits for operation.  
States may opt to have 1 exchange which oversees both 
individual and small business insurance or may operate 
separate entities.   
 
High-Risk Pools - From July 1, 2010 through December 
31, 2013, individuals with a pre-existing condition who 
have gone without insurance for at least 6 months will be 
eligible to obtain coverage through a high-risk pool 
program.  States had the option of implementing their own 
program or allowing individuals to become eligible for a 
high-risk program run by the federal government.  In 
Arizona, the Executive opted to let the program be run by 
the federal government.   
 
Other State Impacts - Additional state impacts are as 
follows: 
 
• Nationwide, community health centers will receive an 

additional $11 billion from FFY 2010 through 
FFY 2015.  Based on population, Arizona’s share would 
be approximately $38 million.   

• In 2013 and 2014, AHCCCS must reimburse primary 
care providers at 100% of the Medicare payment rates.  
The federal government will pay 100% of the increased 
provider rate cost during this period.   

• Reduces disproportionate share hospital (DSH) 
payments to states by $14.1 billion in FFY 2014 through 
FFY 2020.  At this time, it is unknown how this will 
impact Arizona DSH allotments.   

 



specified below.

Proposed
Agency Reduction Comments
Administration, Department of (342,500)
Administrative Hearings, Office of (44,800)
Agriculture, Arizona Department of (414,400)
AHCCCS (114,000,000) 10% Rate Cut
Arts, Arizona Commission on the (32,700)
Attorney General (867,500)
Capital Postconviction Defender Office, State (31,200)
Charter Schools, State Board for (79,600)
Commerce, Department of (71,700)
Community Colleges (15,260,600) Reduces tribal allocation by $(1,900,000)
Corporation Commission (28,400)
Corrections, Department of (63,167,200) Shifts incarceration under 1 year to counties on 

October 1, other reductions
Criminal Justice Commission, AZ 0
Deaf & the Blind, AZ State Schools for the (2,070,700)
Economic Security, Department of (50,500,000)
Education, Department of (428,568,000) Reduces Soft Capital ($47,000,000), CORL 

($248,000,000), Charter Additional Assistance 
($31,000,000), Base Support Level ($103,000,000)

Emergency and Military Affairs, Department of (1,594,000)
Environmental Quality, Department of (337,500)
Equal Opportunity, Governor's Office of (9,500)
Financial Institutions, State Department of (142,600)
Fire, Building and Life Safety, Department of (1,936,300) Eliminate General Fund support
Forester, State (156,700)
Geological Survey, Arizona (38,800)
Government Information Technology Agency (36,500)
Governor, Office of the (334,200)
Governor's Office of Strategic Planning & Budgeting (95,300)
Health Services, Department of (40,000,000) 10% Rate Cut
Historical Society, Arizona (93,500)
Historical Society of AZ, Prescott (33,300)
Independent Redistricting Commission (25,000)
Indian Affairs, AZ Commission of (3,100)
Insurance, Department of (270,600)
Judiciary
   Supreme Court (1,557,300)
   Court of Appeals (950,100)
   Superior Court (7,922,100) Shifts Judges Salaries to counties
Judiciary - Subtotal (10,429,500)
Juvenile Corrections, Department of (5,833,100)
Land Department, State (66,800)
Law Enforcement Merit System Council (3,400)
Legislature
   Auditor General (792,400)
   House of Representatives (538,100)
   Joint Legislative Budget Committee (121,600)
   Legislative Council (234,000)
   Senate (351,800)
Legislature - Subtotal (2,037,900)
Medical Student Loans, Board of (20,200)
Mine Inspector, State (52,900)
Mines & Mineral Resources, Department of (16,100)
Navigable Stream Adjudication Commission, AZ (6,700)

FY 2011 CONDITIONAL ENACTMENTS 1/

Section 149 of the General Appropriation Act required that if Proposition 100's 1-cent sales tax increase is not approved by
voters at the Special Election held on May 18, 2010, state agency General Fund budgets would be reduced by the amounts

Because Proposition 100 was approved by the voters, these reductions did not go into effect, and are displayed for
informational purposes only.
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Proposed
Agency Reduction Comments
Pioneers' Home, AZ (78,100)
Postsecondary Education, Commission of (121,000)
Public Safety, Department of (10,940,400) 5% reduction to all appropriated funds
Racing, Arizona Department of (189,800)
Radiation Regulatory Agency (37,400)
Real Estate Department, State (145,700)
Revenue, Department of (2,173,300)
School Facilities Board (1,000,000)
Secretary of State, Department of State (651,900)
Tax Appeals, State Board of (12,400)
Transportation, Department of (2,600)
Treasurer, State (176,000) 5% reduction to state share of Justice of the Peace 

Salaries
Universities
   Arizona Board of Regents (2,074,000)
   ASU - Main Campus (39,275,000)
   ASU - East Campus (3,021,000)
   ASU - West Campus (5,288,000)
   NAU (16,020,000)
   UofA - Main Campus (32,652,000)
   UofA - Health Sciences Center (8,814,000)
Universities - Subtotal (107,144,000)
Veterans' Services, Department of (259,900)
Water Resources, Department of (322,300)
Weights and Measures, Department of (58,400)
     Total (862,366,000)

1/ The sales tax increase was estimated to generate $918,000,000 in FY 2011.  The above reductions plus $56,000,000 in 
    surplus funds would have replaced the sales tax revenue.
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