ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON FEDERALISM
AND FISCAL RESPONSIBILITY

Minutes of Meeting
Tuesday, February 12, 2013
House Hearing Room 1 -- 2:00 p.m.

Chairman Olson called the meeting to order at 3:03 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Contreras Mrs. Lesko Mr. Smith, Vice-Chairman
Mr. Gowan Mr. Sedl Mr. Olson, Chairman
Mr. Larkin Mr. Wheeler

Members Absent

None

Committee Action

HB2520 — DP (5-3-0-0)

PRESENTATION

Cost Accounting

Dr. Dan Swenson, Associate Professor, W.P. Carey School of Business, explained two methods
of accounting: cost accounting measures the cost of making a product or of providing a service
and management accounting uses information to improve decision making. He gave
comparisons on financial and managerial accounting with the application of direct costs and
indirect costs. Dr. Swenson cited examples of private sector versus public sector run businesses,
illustrating the differences of effective implementation of cost measurement (Attachment 1).

Discussion ensued regarding data collection and the implementation of cost management
accounting in the public sector and specifics of unit costs.

CONSIDERATION OF BILL

HB2520 - state agencies; budget submission - DO PASS
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Vice-Chairman Smith moved that HB2520 do pass.

Paul Benny, Majority Research Analyst, explained HB2520 requires state agencies to annually
submit a summary of expenditures for the previous fiscal year and an estimate of projected
expenditures for the current fiscal year, delineated in unit costs of products and services. It
mandates the Legidature to reduce the agencies appropriations by 10 percent in the following
year if they fail to submit asummary (Attachment 2).

Bill Sandry, representing self, spoke in support of HB2520 and stated that, in his experience, no
state agency can account for the cost, in units, of providing services. He gave an example of
competition between a private sector business providing a public service versus a public agency
providing the same service; the public bid could not provide the unit cost break down as the
private sector could. According to the Joint Legidative Budget Committee’s (JLBC) reports,
amounts are estimated as lump sums and cannot be broken down into units, so it is unknown how
effectively the taxpayer dollars are being spent or the equality of a competitive bid.

Mr. Sandry addressed Members questions, including the implementation of the Private
Enterprise Board. He suggested that competition between two entities should be equal and
discussed information needed to make competitive bids.

Vice-Chairman Smith announced the names of those who signed up in support of HB2520 but
did not speak:
Leonard Clark, representing self

Vice-Chairman Smith announced the names of those who signed up in opposition of HB2520 but
did not speak:

Pat VVanMaanen, representing self

Annette Freeman, representing self

Mr. Olson addressed Members concerns on the mandate provision in the bill and stated that
HB2520 is a mechanism for compliance. Thislegidation’sintent ison cutting costs and utilizing
taxpayers dollars.

Conversation ensued as to the authority and application of this legislation with regard to the
penalties and enforcement.

Question was called on the motion that HB2520 do pass. The motion carried
by aroall call vote of 5-3-0-0 (Attachment 3).

Without objection, the meeting adjourned at 4:20 p.m.

Tracey Gardner, Committee Secretary
March 8, 2013

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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