FY 2013 BUDGET RECONCILIATION BILL PROVISIONS

The Baseline would include the enactment of statutory changes associated with its funding amount. The following provisions
would be grouped by subject into Budget Reconciliation Bills (BRBS).

Statewide

1. Assession law, continue to require unrestricted Federal Funds to be deposited in the General Fund for the payment of
essential government services.

2. Assession law, notwithstand A.R.S. § 35-121 to permit annual budgets for al departments.

3. Assession law, continue to require that any non-lapsing monies appropriated from the General Fund that remain
unexpended or unencumbered at the close of FY 2013 to be counted as part of the closing General Fund balance.

4. Assession law, changethe FY 2013 Capital Outlay Stabilization Fund (COSF) rental rate charged by ADOA from
$15.08/square foot to $12.70/square foot for office space and from $5.47/square foot to $4.61/square foot for storage
space.

Arizona Department of Administration
5. Assession law, continue to prohibit implementation of a differentiated health insurance premiumin FY 2013 based on
the integrated or non-integrated status of the provider.

Office of Administrative Hearings
6. Assession law, continue to suspend the requirement that the office hear appealed actions and contested cases within 60
days of thefiling.

Arizona Department of Agriculture

7. Assession law, permit the Director, upon recommendation from the Agricultural Advisory Council, to continue to alow
specia fee authority in FY 2013. The hill would include an intent clause that limits additional revenues up to $218,000
to the General Fund, $113,000 to the Pesticide Fund and $26,000 to the Dangerous Plants, Pests and Diseases Fund.

AHCCCS

Rates and Services

8. Assession law, continue to set AHCCCS ambulance reimbursement rates at 72.2% of the DHS approved rates from
October 1, 2012 to September 30, 2013.

9. Assession law, continue the FY 2010 risk contingency rate reduction for all managed care organizations. Continue to
impose a reduction on funding for all managed care organizations administrative funding levels.

Counties

10. Assession law, set FY 2013 county ArizonaLong Term Care System (ALTCS) contributions at $243,220,500.

11. Assession law, set the County Acute Care contribution at $48,225,500. This amount includes an inflation indexing of
the Maricopa County contribution as required by Laws 2005, Chapter 328.

12. Assession law, require AHCCCS to transfer any excess monies back to the counties by December 31, 2013 if the
counties’ proportion of state match exceeds the proportion allowed in order to comply with the Federal Affordable Care
Act.

13. Assession law, require the collection of $2,646,200 in the Disproportionate Uncompensated Care pool contributions
from counties other than Maricopa. Exclude these contributions from county expenditure limitations, retroactive to
June 30, 2004.

Hospitals

14. Assession law, continue to permit local governments, tribal governments, and universities to contribute state match
monies for disproportionate share hospital paymentsin FY 2013.

15. Assession law, establish FY 2013 disproportionate share distributions to the Maricopa County Hospital District, the
Arizona State Hospital, private qualifying disproportionate share hospitals, and Y uma Regional Medical Center.

Erroneous Payments

16. Assession law, continue to state that it isthe intent of the Legisature that AHCCCS comply with the Federal False
Claims Act, achieve the maximum savings as possible under the federal act, and continue to consider best available
technologies to consider fraud.

17. Assession law, permit AHCCCS to recover erroneous M edicare payments made due to errors by the federal Social
Security Administration. Subject to legislative appropriation, any credits received may be used to pay for the AHCCCS
program in the year they are received.

Available Funding

18. Assession law, continue to require the operation of the AHCCCS program within available funding.
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Attorney General - Department of Law
19. Assession law, continueto raise the non-lapsing cap for the Collections Enforcement Fund from $100,000 to
$500,000.

Arizona Community Colleges

20. Assession law, continue to suspend capital outlay funding for FY 2013.

21. Assession law, continue to notwithstand the 20% cap to the community college districts’ ability to use capital outlay
monies for operating.

Registrar of Contractors

22. Assession law, continue to allow 14% of prior fiscal year revenues from the Residential Contractors' Recovery Fund to
be used for employee and contracted services, equipment, and for operational costs, rather than 10% of the fund
balance.

State Department of Corrections

23. Assession law, continue to require the department to report actual FY 2012, estimated FY 2013, and requested FY 2014
expenditures as delineated in the prior year when the department submitsits FY 2014 budget request pursuant to A.R.S.
§35-113.

24, Assession law, continueto allow 3 ADC special fundsto be used for general operations.

Department of Economic Security

25. Assession law, continue to require recipients of Temporary Assistance for Needy Families (TANF) Cash Benefitsto
pass adrug test in order to be eligible for benefitsif the Department of Economic Security (DES) has reasonable cause
to believe that the recipient usesillegal drugs.

26. Assession law, continue to permit DES to reduce income eligibility levels for all child care programs. Require DESto
report to JLBC within 15 days of any changein levels.

Department of Education

Formula Requirements

27. Aspermanent law, increase by 1.7% the transportation funding levels prescribed in A.R.S. § 15-945A5 and the charter
school “Additional Assistance” amounts prescribed in A.R.S. § 15-185B4.

28. Aspermanent law, maintain at $3,267.72 for FY 2013 the per pupil “base level” amount prescribed in A.R.S. § 15-
901B2 (unchanged from FY 2012).

Funding Formula Changes

29. Assession law, continue to reduce school districts' Soft Capital funding by $188,120,700. As session law, reduce Soft
Capital funding to school districts that do not receive state aid for FY 2013 by the amount that would be reduced if they
did qualify for state aid for FY 2013.

30. Assession law, continue to reduce charter school Additional Assistance funding by $17,656,000 below the level that
otherwise would be funded pursuant to A.R.S. § 15-185B4.

31. Assession law, continue to reduce school district’s Capital Outlay Revenue Limit (CORL) funding by $(63,864,800).
As session law, continue to reduce CORL funding to school districts that do not receive state aid for FY 2013 by the
amount that would be reduced if they did qualify for state aid for FY 2013.

32. Assession law, continue to cap total combined Soft Capital and CORL reductions for school districts with a student
count of fewer than 1,100 pupils at $5,000,000.

33. Assession law, continue to fund state aid for Joint Technological Education Districts (JTEDs) in FY 2013 at 91% of the
formula requirement.

34. Assession law, continue to reduce school district and charter school retirement contribution funding by $(32,714,800)
for a permanent funding shift required by Laws 2011, Chapter 26. As session law, continue to require the department to
reduce school district and charter school equalization assistance and budget limits accordingly.

Other

35. Assession law, continue to suspend new funding for the Early Graduation program, but continue to fund existing
students with available fund balances.

36. Assession law, continue to suspend the annual AIMS Intervention and Dropout Prevention performance audit for
FY 2013.

Department of Emergency and Military Affairs
37. Assession law, continue the $(1,100,000) reduction to the Governor’s Emergency Fund deposit in FY 2013.
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Department of Environmental Quality

38. Assession law, continue to suspend the Underground Storage Tank Revolving Fund Assurance Account administrative
cap for FY 2013 to allow the department to utilize up to $6,531,000 for program operating costs.

39. Assession law, continue to decrease the General Fund appropriation to the Water Quality Assurance Revolving Fund
from $15,000,000 to $7,000,000.

Board of Executive Clemency

40. Assession law, continue to limit members of the Board of Executive Clemency, excluding the Chairman, from working
more than 30 hours per week and restrict them from being eligible for paid leave or any other benefits provided to state
employees.

Department of Health Services

41. Assession law, continue to require all cities and counties to pay 100% of cost of Restoration to Competency treatment
in FY 2013. Allows countiesto use any source of county revenue to make the transfers.

42. Assession law, continue to require counties to pay 50% of the cost of treatment and confinement for sexually violent
persons. Allow counties to use any source of county revenue to make the transfers and exempt county contributions
from county expenditure limitations.

Department of Insurance
43. Assession law, continue to notwithstand the provision that fees collected by the department fall between 95% and
110% of the department’ s appropriation.

Judiciary

44. Assession law, continue to suspend the reporting requirements for the Annual Juvenile Intensive Probation Report, the
Community Punishment Program Report, the Emancipation of Minors Report, the Annual Drug Treatment and
Education Fund Report, the Annual Child Support Committee Report, and the Annual Domestic Relations Committee
Report.

45. Assession law, continue to suspend county non-supplanting requirements associated with funding for probation
services, criminal case processing, and alternative dispute resolution programs and require the counties to report on
reductions in county funding as a result of the elimination of the non-supplanting provisions.

46. Assession law, continue to suspend the requirement of 50% reimbursement to counties for grand jury expenses and for
state-funded representation of indigent defendants in first-time capital post conviction relief proceedings and reimburse
only the amount provided in the General Appropriation Act.

Arizona Navigable Stream Adjudication Commission
47. Assession law, continue to allow up to $80,000 from the Risk Management Revolving Fund to be spent for the
commission’sunpaid legal obligations.

Arizona State Parks Board

48. Assession law, continue to allow the use of $692,100 from the Off-Highway V ehicle Recreation Fund for agency
operating costs.

49. Assession law, continue to allow State Parks Enhancement Fund monies to be used for the operation of state parks as
appropriated by the Legislature or for capital heeds as approved by the Joint Committee on Capital Review in FY 2013.

Office of Pest Management
50. Assession law, continue the FY 2012 fee raising authority in FY 2013 for the Office of Pest Management. The bill
would add an intent clause that limits additional revenues to $525,000.

Department of Public Safety
51. Assession law, continue to suspend the schedule established by A.R.S. § 28-6537 governing the level of Highway User
Revenue Fund (HURF) revenues available to fund DPS' s Highway Patrol costs.

Radiation Regulatory Agency
52. Assession law, continue the FY 2012 fee raising authority in FY 2013 for the Radiation Regulatory Agency. The hill
would add an intent clause that limits additional revenues to $500,000.

School FacilitiesBoard
53. Assession law, continue to prohibit the School Fecilities Board (SFB) from authorizing or awarding funding for the
design or construction of any new school facility or for school site acquisition. Continue to require school districtsto
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submit capital plans during FY 2013 and permit SFB to review and award new school facilities, subject to future
appropriations.
54. Assession law, continue to suspend the Building Renewal Fund formulafor FY 2013.

Department of Transportation
55. Assession law, continue to hold 10 smallest counties harmless for the shift of Motor Vehicle Division (MVD) funding
from State Highway Fund to HURF in FY 2013.

Universities
56. Assession law, continue to suspend the statutory requirement that the state provide a 2:1 ratio of state funding to
student fees deposited into Arizona Financial Aid Trust (AFAT).

Revenues
57. Assession law, notwithstand the requirements for any deposit to or withdrawal s from the Budget Stabilization Fund.

GENERAL APPROPRIATIONS ACT PROVISIONS

AHCCCS

58. Assession law, continue to defer $344,201,700 in total fund capitation paymentsfor FY 2013 until FY 2014.
Appropriate $344,344,800 in FY 2014 for these deferred payments, including interest. Allow AHCCCSto pay the
health plans no later than July 31, 2013.

Department of Economic Security
59. Assession law, continue the $35,000,000 payment deferral to providers from FY 2013 to FY 2014. Appropriate
$35,000,000 in FY 2014 for these deferred payments.

Department of Education

60. Assession law, continue to defer $952,627,700 in Basic State Aid payments for FY 2013 until FY 2014. Appropriate
$952,627,700 in FY 2014 for these deferred Basic State Aid payments. Allow the State Board of Education to make the
rollover payment no later than August 29, 2013.

61. Assession law, continue to require school districts to includein the FY 2013 revenue estimates that they use for
computing their FY 2013 tax rates the rollover monies that they will receive for FY 2013 in July or August 2013.

Universities
62. Assession law, continue the $200,000,000 universitywide payment deferral to the universities from FY 2013 to FY
2014. Appropriate $200,000,000 in FY 2014 for these deferred payments.

MAJOR GENERAL APPROPRIATION ACT FOOTNOTE CHANGES

The Baseline would include the following major modification of footnotes. This list does not include footnotes pertaining to
one-time reports or appropriations.

State Department of Corrections

e Adds afootnote requiring the department to provide a report on bed capacity to the Joint L egidative Budget Committee
for its review by August 1 annually.
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