ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON APPROPRIATIONS
Minutes of Meeting

Wednesday, March 7, 2012
House Hearing Room 1 -- 2:00 p.m.

Chairman Kavanagh called the meeting to order at 3:00 p.m. and attendance was noted by the
secretary.

M ember s Present
Ms. Alston Mr. Heinz Mr. Urie
Mr. Campbell Mrs. McLain Mr. Williams
Mr. Fillmore Mrs. Tovar Mr. Olson, Vice-Chairman
Mr. Forese Mrs. Ugenti Mr. Kavanagh, Chairman
Members Absent
Mr. Jones
Committee Action
HB2862 - DPA (11-0-0-2) SB1367 - DP (9-1-0-3)
SB1015 - DP (9-0-0-4) SB1154 - DPA S/E (10-0-0-3)

SB1274 - DP (9-0-0-4)

CONSIDERATIONOFBILLS

HB2862 - supplemental appropriation; independent redistricting commission - DO PASS
AMENDED

Vice-Chairman Olson moved that HB2862 do pass.

Vice-Chairman Olson moved that the Kavanagh 16-line amendment to
HB2862 dated 3/5/12 (Attachment 1) be adopted.

Mike Huckins, Majority Research Analyst, explained that HB2862 appropriates $1,130,000 from
the state General Fund (GF) in FY 2011-2012 to the Independent Redistricting Commission
(IRC) for operating expenses (Attachment 2). The Kavanagh 16-line amendment makes the
appropriation non-lapsing for one year and includes reporting requirements for an audit by the
Auditor General of the IRC for FY 2011-2012 (Attachment 1). The Kavanagh two-line
amendment strikes the $1.1 million appropriation and inserts a blank (Attachment 3).
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Raymond Bladine, Executive Director, Arizona Independent Redistricting Commission (IRC),
provided handouts (Attachments 4, 5 and 6) and reviewed the following information:

e Background on IRC funding for 2001 and 2011.

e An update on work performed by the 2011 IRC.

e The financial condition of the 2011 IRC and request for a non-lapsing supplemental
appropriation of $1.1 million to complete this fiscal year and have a reserve for
unforeseen legal costs.

e Consequences of not providing the non-lapsing supplemental appropriation.

e Logisticsof providing the non-lapsing supplemental appropriation.

Mr. Bladine responded to numerous questions about the following:

Current funding available to the IRC.

Projected expenditures for FY 2012 and IRC employees (Attachment 5).

Strategic Telemetry (mapping consultant).

Decision by the IRC members that the open meeting laws do not apply to the IRC.

Legal expenses for the open meeting lawsuit, including private attorneys for three IRC
members.

e Lega expensesrelated to removal of the IRC Chairwoman Colleen Mathis.

Vice-Chairman Olson announced the names of those who signed up in support of HB2862 but
did not speak:

Tom Finnerty, representing self

Dr. Bonnie Saunders, President, League of Women Voters of Arizona

Question was called on the motion that the Kavanagh 16-line amendment to
HB2862 dated 3/5/12 (Attachment 1) be adopted. The motion carried.

Vice-Chairman Olson moved that the Kavanagh two-line amendment to
HB2862 dated 3/7/12 (Attachment 3) be adopted.

Chairman Kavanagh explained that SB1533 - independent redistricting commission;
supplemental appropriation, was originally drafted with a blank. One Senator was concerned
about writing a blank check and offered an amendment to insert $1. Chairman Kavanagh said it
is his opinion that the blank communicates the fact that between now and the time the bill is
heard on the Floor, a reasonable amount will need to be determined.

Question was called on the motion that the Kavanagh two-line amendment to
HB2862 dated 3/7/12 (Attachment 3) be adopted. The motion carried.

Vice-Chairman Olson moved that HB2862 as amended do pass. The motion
carried by aroll call vote of 11-0-0-2 (Attachment 7).
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SB1367 - personal property; tax exemption; index - DO PASS

Vice-Chairman Olson moved that SB1367 do pass.

Paul Benny, Majority Assistant Research Analyst, explained that SB1367 alters the definition of
employment cost index (ECI) and clarifies legidative intent (Attachment 8).

Senator Steve Y arbrough, sponsor, stated that a bill was passed last year to elect a different index
for calculating the business property tax exemption, from the Gross Domestic Product Price
Deflator to the ECI because it is within the purview of the Legislature and does not require a
congtitutional amendment. This bill directs the Department of Revenue (DOR) to recal cul ate the
exemption as if the ECI had been in place since 1997 when the $50,000 exemption was enacted
as a congtitutional amendment. The net effect is to increase the exemption to $125,700 from
$68,079, which will cost the General Fund about $900,000 in FY 2014 if Truth-in-Taxation
(TNT) is applied; it will cost $3.8 million in FY 2014 if TNT is not followed. TNT occurs
automatically unless the Legislature decides to forgo it. The increased business property tax
exemption reduces the tax that is often called the “business killer tax”. He asked for the
Members' support.

Discussion followed about similar legidation that dramatically increases the exemption and
would be referred to the ballot to change the constitution; passage of that measure by the voters
would make SB1367 moot.

Vice-Chairman Olson announced the names of those who signed up in support of SB1367 but

did not speak

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

Farrell Quinlan, State Director, National Federation of Independent Business

Kevin McCarthy, President, Arizona Tax Research Association

Rob Adams, Mayor, City of Sedona

Tom Belshe, Deputy Director, League of Arizona Cities and Towns

Vice-Chairman Olson announced the names of those who signed up in opposition to SB1367 but
did not speak:
Seth Apfel, representing self

Vice-Chairman Olson announced the names of those who sighed up as neutral on SB1367 but
did not speak:
Sean Laux, Legidative Liaison, Department of Revenue

Question was called on the motion that SB1367 do pass. The motion carried
by aroall call vote of 9-1-0-3 (Attachment 9).

SB1015 - financial institutions department: revolving fund - DO PASS

Vice-Chairman Olson moved that SB1015 do pass.

COMMITTEE ON APPROPRIATIONS
3 March 7, 2012



Mike Huckins, Majority Research Analyst, explained that SB1015 increases the cap for the
amount of money alowed to remain in the Department of Financial Institutions (DFI)
Revolving Fund at the end of each fiscal year (Attachment 10).

Vice-Chairman Olson announced the names of persons who signed up in support of SB1015 but
did not speak:
Stacey Langford, Vice President, Member Services, Arizona Bankers Association

Question was called on the motion that SB1015 do pass. The motion carried
by aroall call vote of 9-0-0-4 (Attachment 11).

SB1274 - appropriations; named claimants - DO PASS

Vice-Chairman Olson moved that SB1274 do pass.

Mike Huckins, Majority Research Analyst, explained that SB1274 appropriates $193,343.16 to
the Arizona Department of Administration (ADOA) for the payment of outstanding claims made
against state agencies (Attachment 12).

Question was called on the motion that SB1274 do pass. The motion carried
by aroall call vote of 9-0-0-4 (Attachment 13).

SB1154 - water banking authority; report - DO PASS AMENDED SE
S/E: condominium recovery fund: repeal

Vice-Chairman Olson moved that SB1154 do pass.

Vice-Chairman Olson moved that the Kavanagh nine-line strike-everything
amendment to SB1154 dated 2/24/12 (Attachment 14) be adopted.

Paul Benny, Majority Assistant Research Analyst, explained that the strike-everything
amendment to SB1154 (Attachment 14) is an emergency measure that repeals the Condominium
Recovery Fund (Attachment 15).

Judy Lowe, Commissioner, Department of Real Estate, in support of SB1154, advised that there
is approximately $25,500 in the fund. It is aliability to the state and it is only funded by new
applications for public reports. There have been very few new applications for public reports by
condominium developers because most condominiums are being converted to multiple housing,
rentals or apartments.

Question was called on the motion that the Kavanagh nineline strike-
everything amendment to SB1154 dated 2/24/12 (Attachment 14) be adopted.
The motion carried.

Vice-Chairman Olson moved that SB1154 as amended do pass. The mation
carried by aroall call vote of 10-0-0-3 (Attachment 16).
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Without objection, the meeting adjourned at 4:13 p.m.

Linda Taylor, Committee Secretary
April 10, 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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