ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON APPROPRIATIONS
Minutes of Special Meeting

Thursday, February 23, 2012
House Hearing Room 1 -- 10:00 a.m. or on adj or recess of AW, JUD & TRANS

Chairman Kavanagh called the meeting to order at 11:38 am. and attendance was noted by the
secretary.

Member s Present
Ms. Alston Mr. Jones Mr. Urie
Mr. Campbell Mrs. McLain Mr. Olson, Vice-Chairman
Mr. Fillmore Mrs. Tovar Mr. Kavanagh, Chairman
Mr. Forese Mrs. Ugenti

Members Absent
Mr. Heinz Mr. Williams

Committee Action

HB2264 - DPA (10-1-0-2) HCR2032 - DPA-S/E- FAILED (4-6-0-3)
HB2831 - DPA (10-0-0-3) HCR2060 - DP (8-2-0-3)

CONSIDERATIONOFBILLS

HCR2060 - retirement benefits; public employees- DO PASS

Mrs. McLain moved that HCR2060 do pass.

Sarah Wharton, Majority Research Analyst, Employment and Regulatory Affairs Committee,
explained that HCR2060 adds a provision to the Arizona Constitution clarifying that increases in
member contributions and decreases in Cost-of-Living Adjustments (COLAS) are not prohibited
for the Elected Officials Retirement Plan (EORP) (Attachment 1).

Chairman Kavanagh related that lawsuits were filed by two retired judges claiming that the
reforms made to the EORP last session in SB1609 - retirement systems; plans, plan design,
violate the Contract Guarantee Clause of the Arizona Constitution. This bill refers the issue to
the voters to decide whether or not to change the Constitution to allow a reduction in
benefits/increase in contributions, but only to maintain the financial health of the plan. It is an
attempt to stop the lawsuits, deter other lawsuits and keep the plan financially stable.
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Question was called on the motion that HCR2060 do pass. The motion
carried by aroll call vote of 8-2-0-3 (Attachment 2).

HB2831 - border operations center; wiretax - DO PASS AMENDED

Mrs. McLain moved that HB2831 do pass.

Mrs. McLain moved that the Kavanagh three-line amendment to HB2831
dated 2/21/12 (Attachment 3) be adopted.

Paul Benny, Maority Assistant Research Analyst, explained that HB2831 establishes a
transaction privilege tax (TPT) on wire transfers of money to international destinations and
establishes the Arizona Joint Operations Intelligence Center (Attachment 4). The amendment
removes provisions regarding the wire transfer assessment and the Border Security Fund
(Attachment 3).

Representative Frank Pratt, sponsor, said the purpose of this bill is to provide an umbrella for
sharing information under the Director of the Department of Public Safety (DPS) to deal with
problems along the border, such as human trafficking and drug smuggling that result in many
deaths. In response to questions, he noted that the amendment removes language regarding wire
transfers of money. The information sharing infrastructure is based on a model used in the
southern portion of Texas that was very effective. Discussion followed about the language
regarding the money wire assessment that was removed from the hill.

Mrs. McLain announced the names of those who signed up in opposition to HB2831 but did not
speak:
Seth Apfel, representing self

Question was called on the motion that the Kavanagh three-line amendment
to HB2831 dated 2/21/12 (Attachment 3) be adopted. The motion carried.

Mrs. McLain moved that HB2831 as amended do pass. The motion carried
by aroall call vote of 10-0-0-3 (Attachment 5).

HCR?2032 - state expenditurelimit - BO-PASSAMENBED-S/E- FAILED
S/E: same subiject

Mrs. McLain moved that HCR2032 do pass.

Mrs. McLain moved that the Kavanagh five-page strike-everything
amendment to HCR2032 dated 02/17/2012 (Attachment 6) be adopted.

Mrs. McLain moved that the Kavanagh seven-line amendment to the strike-
everything amendment to HCR2032 dated 02/21/2012 (Attachment 7) be
adopted.

Mike Huckins, Majority Research Analyst, explained that the strike-everything amendment to
HCR2032, upon voter approval, would modify the constitutional state expenditure limitation by
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adjusting defined base year revenues by population and cost-of-living growth (Attachment 8).
The amendment to the strike-everything amendment to HCR2032 contains the following
provisions (Attachment 7):

e Clarifiesthat the limit will beginin FY 2014.

e States that the limit is based on the cumulative changes in population and cost-of-living
from the base year.

e Includes an exemption from the prior payment deferrals.

e Removes the exclusion on paying off deferrals from the limit.

Representative JD Mesnard, sponsor, opined that this is the best spending limitation proposal;
voters will decide if spending increases should be limited to population growth and cost-of-living
adjustments. A two-thirds vote is required to go beyond that spending limitation, but he said he
believes this will keep the state on a much better spending path than before. He reviewed a
handout showing what would have happened if this had been in place from 2003 to 2012
(Attachment 9). He responded to questions; discussion followed about the two-thirds majority
vote.

Mrs. McLain announced the names of those who signed up in opposition to HCR2032 but did
not speak:

Stephen Jennings, representing self

Susan Wilkins, representing self

Cynthia Zwick, Executive Director, Arizona Community Action Association

Suzanne Schunk, representing self

Question was called on the motion that the Kavanagh seven-line amendment
to the strike-everything amendment to HCR2032 dated 02/21/2012
(Attachment 7) be adopted. The motion carried.

Mrs. McLain moved that the Kavanagh five-page strike-everything
amendment to HCR2032 dated 02/17/2012 (Attachment 6) as amended be
adopted. Themotion carried.

Mrs. McLain moved that HCR2032 as amended do pass. The motion failed
by aroall call vote of 4-6-0-3 (Attachment 10).

HB2264 - ASRS; employee; employer contributions; rate - DO PASS AMENDED

Mrs. McLain moved that HB2264 do pass.

Mrs. McLain moved that the Kavanagh three-page amendment to HB2264
dated 02/23/2012 (Attachment 11) be adopted.

Sarah Wharton, Majority Research Analyst, Employment and Regulatory Affairs Committee,
explained that HB2264 reverses the current 47 percent employer and 53 percent employee
contribution rate split to the original 50/50 split for the Arizona State Retirement System (ASRS)
(Attachment 12). The amendment contains the following provisions (Attachment 11):
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e Changes the date by which employers must remit the refund to employees from
June 30, 2012 to September 30, 2013.

¢ Allows members who have retired between the time the original change was enacted and
the time the refunds will be issued to receive their refund.

e Stipulates that employees who have extinguished their right to benefits under current
statute are not qualified to receive the refund.

e Clarifies the manner in which the refund should be treated for tax purposes.

o Assertsthat ASRS s not responsible for administering the refund.

e Provides ASRS with the authority to adjust or rebalance a member’s account to take the
modification into consideration.

e Appropriates $39,317,700 from the General Fund and $1,454,200 from other funds to
school districts and other state agenciesin Fiscal Year 2011-12 to reimburse employees.

In response to a question, Ms. Wharton acknowledged that the legislation changes the
contribution rate back to 50/50 for new employees, however, the refund only applies to current
employees.

Chairman Kavanagh pointed out that the three percent was given to the employer, not returned to
the plan.

Ledli Sorensen, Government Relations Officer, Arizona State Retirement System, neutral on
HB2264, endorsed the amendment, stating that it corrects issues with respect to the budget bill.
She expressed appreciation for the emergency clause.

Mrs. McLain announced the names of those who signed up in support of HB2264 but did not
speak:

Jennifer Loredo, Arizona Education Association

Rene Guillen, Legislative Associate, League of Arizona Cities and Towns

Maria Solis, representing self

Question was called on the motion that the Kavanagh three-page amendment
to HB2264 dated 02/23/2012 (Attachment 11) be adopted. The motion
carried.

Vice-Chairman Olson moved that HB2264 as amended do pass. The motion
carried by aroll call vote of 10-1-0-2 (Attachment 13).

Without objection, the meeting adjourned at 12:27 p.m.

Linda Taylor, Committee Secretary
March 26, 2012

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