ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON EMPLOYMENT AND REGULATORY AFFAIRS
Minutes of Meeting
Tuesday, January 31, 2012

House Hearing Room 3 -- 2:00 p.m.

Chairman Robson called the meeting to order at 2:06 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Farnsworth Mr. Olson Mrs. Yee
Mrs. Gonzales Mrs. Pancrazi Mr. Fillmore, Vice-Chairman
Mr. Kavanagh Mr. Patterson Mr. Robson, Chairman
Members Absent
None
Committee Action
HB2094 — DPA (8-1-0-0) HB2409 — DP (9-0-0-0)
HB2408 — DPA (9-0-0-0) HB2662 — DP (7-2-0-0)

CONSIDERATION OFBILLS

HB2094 — prepaid wireess E911 excise tax — DO PASS AMENDED

Sarah Wharton, House Majority Research Analyst, explained HB2094 establishes a prepaid
wireless telecommunications E911 excise tax (Attachment 1). Ms. Wharton made reference to
some of the following provisions:

Prepaid Wireless Telecommunications E911 Tax (E911 Tax)
« Leviesan E911 tax in an amount of eight-tenths of one percent of the gross proceeds of sales
or gross income derived from the retail sale of prepaid wireless telecommunications services.
. Statesthat the seller is liable for the E911 Tax and allows the amount to be separately stated
on the document provided or otherwise disclosed to the consumer.
« Determines that the retail sale of prepaid wireless telecommunications service occurs if any
of the following applies:
> A retail saleiscompleted in person at a business location in Arizona.
> The product is delivered to the consumer at an Arizona address.
» The seller’s business records indicate that the consumer’s address is located in Arizona
and those records are not made or kept in bad faith.
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> The consumer gives the seller an Arizona address, including a payment instrument, and
the addressis not given in bad faith.

> The wireless telephone number is associated with alocation in Arizona.

Asserts that the amount of the tax paid by the seller must not be included in the tax base for

computing another similar tax or fee that isimposed by this state, any political subdivision or

any intergovernmental agency.

Clarifies that the E911 tax levied under the provisions of this Act shall be the only E911

funding obligation for prepaid wireless telecommunications service in this state.

Prohibits this state, any political subdivision or any intergovernmental agency from levying

any other similar tax or fee on any seller or consumer for the sale, purchase, use or provision

of prepaid wireless telecommunications service for the purpose of funding E911 service.

Department of Revenue (DOR)

States that a separate bond is not required of DOR in administering this Act.

Clarifies that the procedures for a seller in documenting a sale that is not a retail sale of
prepaid wireless telecommunications service shall be substantially similar to existing
statutory retail classifications.

Requires DOR to separately account for the E911 monies collected and deposit the monies
into the Fund.

Exempts DOR from statutory rule making requirements for the purposes of implementing
thisAct.

Definitions

Defines the following terms:

> Public service corporation.

Consumer.

Prepaid wireless telecommuni cations service.

Prepaid wireless telecommunications service provider.
Retail sale of prepaid wireless telecommunications service.
> SHler.

Modifies the definition of provider.

Redefines wireless services.

Deletes the definition of wireless provider.

YV V V V

Miscellaneous

Exempts a seller of prepaid wireless telecommunications service from liability of damages to
any person resulting from or incurred in connection with the provision of, or failure to
provide, 911 or E911 services. Further exempts a seller from liability associated with any
lawful investigation.

Clarifies that the existing statutory tax levied on wire and wireless service accounts does not
apply to prepaid wirel ess telecommunications service.

Contains an effective date of from and after September 30, 2012.

Makes technical and conforming changes.

Ms. Wharton stated that there are two amendments, with one being a verbal amendment. She
explained the Robson three-line amendment dated 1/27/12 permits the vender to retain three
percent of the amount of tax collected before remitting the tax to the department (Attachment 2).
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Ms. Wharton explained the verbal amendment stating: Page 4, line 23, strike “ September 30,
2012 insert “December 31, 2013” Amend title to conform.

Catherine Rea Dunning, representing self, in support of HB2094, said she believes the hill is
crucial to the 911 system and requested the 211 system to be included in the funding mechanism.
Ms. Dunning explained the importance of funding both services.

Chairman Robson questioned the current funding of the 211 system. Ms. Dunning replied that
funding is provided through a mix of grants and donations and the 211 system is a 501(c)(3)
nonprofit; incorporated in 1979 in the State of Arizona. Chairman Robson suggested funding for
the 211 system should be requested through the Corporation Commission. Ms. Dunning replied
that isin consideration.

Vice-Chairman Fillmore announced the names of those who signed up in support of HB2094 but
did not speak:

Shirley Gunther, representing self

Joseph Abate, Martinez & CurtisPC, AT& T

Jacqueline Walker, Intergovernmental Affairs Manager, City of Kingman
Jerry Fuentes, President, AT& T Arizona

Norman Moore, Attorney, Sprint

Ryan Harper, Triadvocates LLC, Verizon Wireless

Chad Heinrich, Government Relations Coordinator, City of Tempe

John Flynn, representing self

Don Isaacson, Sprint

Rene Guillen, Legislative Associate, League of Arizona Cities and Towns
Gretchen Jacobs, Attorney, TracFone

Britney Gerold, TracFone

Patrice Kraus, Intergovernmental Affairs Coordinator, City of Chandler
Wesley Harris, Chair, North Phoenix Tea Party

Vice-Chairman Fillmore announced the names of those who signed up in opposition to HB2094
but did not speak:
Seth Apfel, representing self

Vice-Chairman Fillmore announced the names of those who signed up as neutral on HB2094 but
did not speak:

Michelle Ahlmer, Executive Director, Arizona Retailers Association

Sean Laux, Legidative Liaison, Arizona Department of Revenue

Liz Graeber, Maricopa Region 911 Administrator, Phoenix, neutral on HB2094, stated that the
911 system isavauable tool and offered to answer Members' questions.

Vice-Chairman Fillmore moved that HB2094 do pass.

Vice-Chairman Fillmore moved that the Robson three-line amendment dated
1/27/12 (Attachment 2) be adopted. The motion carried.
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Chairman Robson moved that HB2094 be further amended as follows:
Page 4, line 23, strike “September 30, 2012 insert “December 31,
2013” Amend titleto conform. The motion carried.

Vice-Chairman Fillmore moved that HB2094 as amended do pass. The
motion carried by aroll call vote of 8-1-0-0 (Attachment 3).

HB2408 — CORP; pension buyback payments— DO PASS AMENDED

Traci Long, House Majority Intern, explained that HB2408 allows members currently enrolled in
the Corrections Officer Retirement Plan (CORP) to use lump sum and installment payments
when purchasing pension buybacks. The bill establishes that members shall make payments
directly to the plan in whole or in part through lump sum payments and installment payments
over aperiod of time through an arrangement with the plan (Attachment 4). Ms. Long explained
that the Robson 30-line amendment dated 1/26/12 establishes the same requirements for the
Elected Officials Retirement Plan (EORP) (Attachment 5).

Mr. Kavanaugh inquired if Members could already purchase pension buybacks.

Dianne McCallister, Public Policy Partners, Public Safety Personnel Retirement System
(PSPRS), neutral on HB2408, stated that currently the Arizona State Retirement System (ASRS)
allows for pension buybacks using installment payments but PSPRS, EORP and CORP do not.

Mrs. Pancrazi questioned if the bill will cause any problems for CORP or EORP.
Ms. McCallister deferred to Jim Hacking to explain.

James Hacking, Administrator, PSPRS, neutral on HB2408, stated that service credit purchases
currently authorized in statute can be made by either a payment of a lump sum amount or a
rollover from a qualified plan, such as a 457 deferred compensation plan. He explained that
HB2408 would allow service credit purchases to be done on an installment basis which would
benefit members. Mr. Hacking advised that the cost to implement the program is approximately
$30,000 for fees to the Internal Revenue System (IRS) and attorneys. He explained that the IRS
has to grant the authority and then approve a private letter ruling which could take a minimum of
two years.

Vice-Chairman Fillmore announced the names of those who signed in support of HB2408 but
did not speak:

Thomas Parker, representing self

James Mann, Arizona Fraternal Order of Police

Norman Moore, Attorney, Fraternal Order of Police

John Ortolano, representing self

Don Isaacson, Arizona Fraternal Order of Police

Vice-Chairman Fillmore announced the names of those who signed in as neutral on HB2408 but
did not speak:
Brian Livingston, Executive Director, Arizona Police Association
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Vice-Chairman Fillmore moved that HB2408 do pass.

Vice-Chairman Fillmore moved that the Robson 30-line amendment dated
1/26/12 (Attachment 5) be adopted. The motion carried.

Vice-Chairman Fillmore moved that HB2408 as amended do pass. The
motion carried by aroll call vote of 9-0-0-0 (Attachment 6).

HB?2409 — PSPRS: pension buyback payments— DO PASS

Traci Long, House Majority Intern, explained that HB2409 outlines service purchase payment
guidelines for pension buybacks in the Public Safety Personnel Retirement System (PSPRS)
(Attachment 7). Ms. Long made reference to the following provisions:

. Establishes that members purchasing pension buybacks shall make payments directly to the
plan in whole or in part.

« Continues to alow members to purchase pension buybacks using lump sum payments.

. Allows members to choose installment payments over a period of time through an
arrangement with the plan.

. Outlines the process of accepting a direct transfer of any eligible rollover distribution, or a
contribution by a member of an eligible rollover distribution, such as retirement programs
and annuity contracts.

« Outlines limitations prescribed by the Internal Revenue Code (IRC), regarding rollover
contributions.

Names of those who signed up in support of HB2094 but did not speak:
James Mann, Arizona Fraternal Order of Police

Norman Moore, Attorney, Fraternal Order of Police

John Ortolano, Arizona Fraternal Order of Police

Don Isaacson, Arizona Fraternal Order of Police

Jmmy Chavez, representing self

Names of those who signed up as neutral on HB2409 but did not speak:

Brian Livingston, Executive Director, Arizona Police Association

James Hacking, Administrator, Public Safety Personnel Retirement System

Dianne McCallister, Public Policy Partners, Public Safety Personnel Retirement System

Vice-Chairman Fillmore moved that HB2408 do pass. The motion carried by
aroll call vote of 9-0-0-0 (Attachment 8).

HB2662 — ASRS; employees: election; enrollment — DO PASS

Sarah Wharton, House Majority Research Analyst, explained that HB2662 permits state
employees, over the age of 65, who are not active, inactive or retired members of the Arizona
State Retirement System (ASRS) to opt-out of participation (Attachment 9). Ms. Wharton
referred to the following provisions:
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« Permits state employees over the age of 65 to elect not to participate in ASRS before July 1,
2015.

. Stipulates that the person may not be an active or inactive member of ASRS, a member who
has retired and is receiving benefits from the system, or a member with credited or prior
servicein ASRS.

« Requires the employee to make the election not to participate in writing.

. Instructs the employee to file the written election within 30 days of employment.

. Clarifies that the decision to opt-out is irrevocable for the remainder of the person’s
employment, and constitutes awaiver of al benefits provided by ASRS.

. Eliminates the ability for a person to purchase service in ASRS for the period they make the
election to opt-out.

« Requires ASRS to provide a report to the President of the Senate, Speaker of the House of
Representatives, and the committees that are responsible for retirement issues in both the
Senate and the House either on or before December 31, 2014.

« Requires the report to include the number of employees who have elected not to participate
in the system, the actuarial impact to ASRS, the administrative impact to ASRS and
recommendations from the system and employers regarding the feasibility of continuing to
allow an opt-out.

« Repealsthe section requiring ASRS to issue the report from and after December 31, 2014.

Vice-Chairman Fillmore announced the names of those that signed up in support of HB2662 but

did not speak:

Heather Bernacki, Government Relations Associate, East Valey Chambers of Commerce
Alliance

Eric Emmert, East Valley Chambers of Commerce Alliance

Vice-Chairman Fillmore announced the names of those who signed up as neutral on HB2662 but
did not speak:
Lesli Sorensen, Government Relations Officer, Arizona State Retirement System

Vice-Chairman Fillmore moved that HB2662 do pass. The motion carried by
aroll call vote of 7-2-0-0 (Attachment 10).

Without objection, the meeting adjourned at 2:30 p.m.

Abby Selvey, Committee Secretary
February 10, 2012

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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