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LEGISLATION ENACTED

special plate; Arizona space commission (S.B. 1020) — Chapter 13

Requires the Arizona Department of Transportation (ADOT) to issue an Arizona Space
Commission special plate if a $32,000 implementation fee is paid to ADOT by December 31,
2026. Requires $17 of the $25 special plate fee collected from each special plate to be deposited
in the Space Exploration and Aeronautics Research Fund and asserts that $8 of the $25 special
plate fee is an administration fee that ADOT must deposit in the State Highway Fund.

appropriation; named claimants (S.B. 1097) — Chapter 15

Effective April 7, 2026, appropriates $370,211.08 from the state General Fund and
$33,021.18 from other funds in FYY 2026 to various state agencies for the payment of past claims.

motor vehicle booting; fees; requlation (S.B. 1205) — Chapter 156

SEE THE REGULATORY AFFAIRS & GOVERNMENT EFFICIENCY COMMITTEE.

commercial buildingstelecommunications-services (NOW: study committee towing) (S.B. 1366)
— Chapter 172

Establishes the seven-member Public Property Towing and Impound Practices Study
Committee (Study Committee) and outlines Study Committee membership. The Study Committee
must: 1) review current fees, rates, fines and charges for Department of Public Safety (DPS)
initiated vehicle tows; 2) examine the qualifications and operational standards for public property
towing companies to qualify for government-authorized vehicle towing; 3) evaluate minimum
insurance requirements and background check standards for towing company owners and
operators; 4) review the impact of state laws and rules and DPS policies relating to public property
towing; and 5) submit a report of its findings and recommendations to the Governor and
Legislature by December 31, 2026. Repeals the Study Committee on October 1, 2027.

ADPOT-primitiveroads—designation (NOW: authorized third party; bond exemption) (S.B. 1456)
— Chapter 230

Adds an employer or association that has at least 500 employees or members to the list of
entities that are exempt from the statutory bond requirements prescribed for authorized third-party
driver license providers.


https://apps.azleg.gov/BillStatus/BillOverview/83595
https://apps.azleg.gov/BillStatus/BillOverview/83788
https://apps.azleg.gov/BillStatus/BillOverview/84330
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryRAGE.pdf
https://apps.azleg.gov/BillStatus/BillOverview/84908
https://apps.azleg.gov/BillStatus/BillOverview/85040

ADOT; revisions. (S.B. 1552) — Chapter 232

Primitive Roads — Allows the Director of the Arizona Department of Transportation
(ADOT) to designate a state highway or route as a primitive road and requires ADOT to place
signs on each primitive road in adequate locations to warn the public that the road is not regularly
maintained and to use the road at the driver's own risk. The state and state employees are not liable
for damages or injuries resulting from the use of a primitive road, except for intentional injuries or
gross negligence caused by an employee acting within the scope of employment.

Driver Licenses — Requires a licensee to update the licensee's photograph if the license has
not been updated in the preceding 16 years, rather than 12 years, and removes the option of
providing a report based on a vision test or medical examination to ADOT in lieu of updating the
licensee's photograph. Adds court ordered evidenced-based psychotherapy for persons whose
driver license or privilege is suspended or revoked to the list of programs that a person must
complete or be satisfactorily participating in before ADOT may terminate the suspension and issue
a new or special ignition interlock restricted driver license.

High Occupancy Vehicle (HOV) Lanes — Adds, to the vehicles that may use the HOV lane
during restricted hours, a blood transport vehicle that displays a removable sign or decal on the
vehicle's sides and rear indicating that the vehicle is transporting human blood or blood products.

Special License Plates — Requires ADOT to issue special plates for skin cancer prevention,
diabetes awareness, community healthy living, blood and biologics, search and rescue, police
service dogs, law enforcement charity organization, law enforcement support, youth education,
golf tournament charity, kindness charity, public education foundation, astronomy center, the
Grand Canyon National Park, adaptive sports and recreation, elk and other wildlife, distracted
driving, historic electric vehicles, advocating for small businesses, recycling refurbished electronics,
returning warriors and bronze and silver star medals, if an implementation fee of $32,000 per
special plate is paid to ADOT by December 31, 2026. The person who pays the implementation
fee must design the corresponding special plate, with certain exceptions. Establishes a separate
fund for each special plate and prescribes fund administration and allocation requirements.

Modifies requirements relating to the Congressional Medal of Honor license plate. Repeals
the honorary consular official special plate and requires ADOT to recall and replace the special
plates with standard license plates.

Miscellaneous — Requires a contract between a law enforcement agency and a business
that uses a camera system for the sole purpose of identifying motor vehicles to include a provision
that prohibits the business from selling or disseminating any data collected by the camera system
to third parties. ADOT must publish a notice of intent to allow the disposition of a junk vehicle on
ADOT's website for at least 30 days, rather than publish the notice once in a newspaper of general
circulation in the county in which the junk vehicle was found. Allows the Director of ADOT to
notify an aircraft owner of an assessment for failing to register an aircraft using electronic means
and removes the related in-writing and in-person or mail notification delivery requirements.

L.F. Quinn memorial highway (S.C.M. 1002)

SEE MEMORIALS & RESOLUTIONS.



https://apps.azleg.gov/BillStatus/BillOverview/85164
https://apps.azleg.gov/BillStatus/BillOverview/83696
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryMemorialsAndResolutions.pdf

PEC Michael Noline memorial highway (S.C.M. 1006)

SEE MEMORIALS & RESOLUTIONS.

photo enforcement systems; prohibition (NOW: photo enforcement systems; voter approval)

(S.C.R. 1004)

Subject to voter approval, statutorily prohibits a local authority or state agency from using
a photo enforcement system to identify violators of speed restrictions or traffic control devices,
unless: 1) the local authority or state agency has a signed contract to operate a photo enforcement
system by December 31, 2026; and 2) the local authority seeks and receives voter approval to
continue operation of the photo enforcement system at the next general election. A local authority
must seek reapproval from the voters every 10 years to continue to use a photo enforcement
system. If the voters fail to approve the operation of a photo enforcement system, the local
authority must cease system operation within 90 days of the election. Requires the Secretary of
State to submit the proposition to the voters at the next general election. Becomes effective if
approved by the voters and on proclamation of the Governor.

special plate; centennial; fleet discount (H.B. 2057) — Chapter 20

Decreases, from $25 to $20, the registration and renewal fee for the Arizona Centennial
special plate for registered commercial fleet vehicles.

childhood cancer research; commission (H.B. 2082) — Chapter 79

SEE THE HEALTH & HUMAN SERVICES COMMITTEE.

motorcycle registration requirements; safety fund (H.B. 2114) — Chapter 246

Beginning January 1, 2027, requires the Director of the Governor's Office of Highway
Safety to use up to 25 percent of Motorcycle Safety Fund monies for scholarships for motorcycle
driver education programs for persons who are from rural or low-income areas.

Except motorcycles owned by a business, the Arizona Department of Transportation
(ADOT) may renew a motorcycle registration only if one of the registered motorcycle owners is
licensed to legally operate a motorcycle in Arizona or, if the registered owner is a trust, a trustee
is legally licensed to operate a motorcycle. ADOT may issue a 30-day temporary registration if
the motorcycle owner shows valid proof of enrollment in an approved motorcycle training program.

HOV-ane:blood-transport-vehicles (NOW: watercraft fund; distribution of monies) (H.B. 2257)
— Chapter 248

Replaces the requirement for the Arizona Game and Fish Commission to annually
determine an allocation formula for Law Enforcement and Boating Safety Fund (Fund) monies
with a statutorily prescribed allocation formula that requires specified percentages of Fund monies


https://apps.azleg.gov/BillStatus/BillOverview/85004
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryMemorialsAndResolutions.pdf
https://apps.azleg.gov/BillStatus/BillOverview/83695
https://apps.azleg.gov/BillStatus/BillOverview
https://apps.azleg.gov/BillStatus/BillOverview/83652
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryHHS.pdf
https://apps.azleg.gov/BillStatus/BillOverview/83737
https://apps.azleg.gov/BillStatus/BillOverview/83978

to be allocated to certain counties. Modifies the allocation of watercraft registration and
infrastructure fee revenue.

excessive speed; speed inhibiting device (H.B. 2417) — Chapter 200

SEE THE PUBLIC SAFETY COMMITTEE.

traffic penalties; appeal; stay (H.B. 2574) — Chapter 100

Requires a court, if an appeal for a civil traffic violation judgment is granted, to report the
stay of judgment to the Arizona Department of Transportation (ADOT). On receipt of the report,
ADOT may not take any administrative action relating to the judgment until the stay is lifted or
the judgment is affirmed by an appellate court.

technology study committee; assistive technology (H.B. 2700) — Chapter 253

Establishes the 15-member Technology First Study Committee (Study Committee) to study
and address specific issues related to assistive technology, including technology first initiatives.
Outlines Study Committee membership and requires the Study Committee to: 1) analyze emerging
assistive technologies and how to better serve individuals with assistive technology needs;
2) identify potential changes in assistive technologies; and 3) submit a report detailing the Study
Committee's activities and recommendations to the Governor, Legislature and Secretary of State
by October 1, 2027. Terminates the Study Committee on October 2, 2027.

commerce authority; trade offices (H.B. 2752) — Chapter 110

SEE THE REGULATORY AFFAIRS & GOVERNMENT EFFICIENCY COMMITTEE.

ignition interlock devices; violation; classification (H.B. 2800) — Chapter 259

Increases, from a class 1 misdemeanor to a class 6 felony, the penalty for knowingly
lending a motor vehicle that is not equipped with a functioning ignition interlock device to a person
who has a limited or restricted driving privilege due to a driving under the influence or refusal of
test violation, if the other person is involved in a collision that results in serious physical injury or
death while operating the borrowed vehicle.

trafficschoolsinstructorsfingerprint clearance (NOW: fingerprint clearance cards; temporary
authorization) (H.B. 2916) — Chapter 119

Allows a temporary work authorization to be granted to a person who is required to obtain
and possess a valid fingerprint clearance card (FCC) while the person is pending approval for a
federal criminal records check if all other prescribed requirements are met. A person who is granted
a temporary work authorization may work while the person's FCC application is processing if the
person: 1) provides documentation to the relevant state agency that shows that the person's


https://apps.azleg.gov/BillStatus/BillOverview/84183
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryPS.pdf
https://apps.azleg.gov/BillStatus/BillOverview/84396
https://apps.azleg.gov/BillStatus/BillOverview/84507
https://apps.azleg.gov/BillStatus/BillOverview/84570
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryRAGE.pdf
https://apps.azleg.gov/BillStatus/BillOverview/84643
https://apps.azleg.gov/BillStatus/BillOverview/84819

application is pending with the Department of Public Safety (DPS); and 2) certifies that the person
IS not subject to registration as a sex offender and is not awaiting trial on, has never been convicted
of and has never admitted in open court to an offense that would preclude the person from being
granted a valid FCC. A temporary work authorization expires if DPS denies the issuance of an
FCC and DPS must notify the relevant state agency of the denial.

A state agency may: 1) adopt any policies and procedures necessary to implement
temporary work authorization requirements; 2) conduct third-party background checks; 3) deny a
temporary work authorization if the agency has verifiable information that the person is precluded
from receiving a valid FCC; and 4) take appropriate disciplinary action against a person who
misrepresents any information when seeking a temporary work authorization.

Beginning January 1, 2027, requires each instructor employed by or under contract with a
traffic survival school to provide the Arizona Department of Transportation with a valid FCC.

state route 69:; urge renaming (H.C.M. 2007)

Urges the Arizona State Board on Geographic and Historic Names to divide State Route
69 into six equal sections to be renamed as the: 1) World War | Veterans Memorial Highway;
2) World War Il Veterans Memorial Highway; 3) Korean War Veterans Memorial Highway;
4) Vietnam War Veterans Memorial Highway; 5) Desert Storm Veterans Memorial Highway; and
6) Irag and Afghanistan War Veterans Memorial Highway.

elected-officials:salany:prohibition (NOW: military families; scholarship accounts) (H.C.R. 2048)
SEE THE EDUCATION COMMITTEE.

FY 2026 - FY 2027 STATE BUDGET PACKAGE

general appropriations act; 2026-2027. (S.B. 1847/H.B. 4154) — Chapter 126

Effective June 13, 2026, the FY 2027 state budget includes spending in the total amount of
$18.28 billion and a cash balance of $41.2 million. The adopted state budget includes ongoing and
one-time revenues of $18.32 billion.

The budget includes FY 2027 (unless otherwise stated) one-time additional state General
Fund (state GF) spending as follows:

State GF $
(in Millions)*

Arizona Department of Administration (ADOA) — State Employee
Professional Development — Other Fund (OF)

ADOA - Lapse Prior Budget Funding for Debt Retirement — FY 2022 (5.0)
ADOA - 9-1-1 Call Response Times — OF 4.0

1.0



https://apps.azleg.gov/BillStatus/BillOverview/84193
https://apps.azleg.gov/BillStatus/BillOverview/85271
https://www.azleg.gov/alispdfs/57leg/2R/Senate/SummaryED.pdf
https://apps.azleg.gov/BillStatus/BillOverview/85734

State GF $

(in Millions)*

ADOA - Food Bank Capital Assistance 3.0
ADOA - Local Flood Aid — Globe, Miami and Gila County — OF 10.0
ADOA - Local Distribution — County Sheriff Support 7.0
ADOA - School Facilities Division (SFD) — Building Renewal Grants 183.3
ADOA - SFD — Administrative Costs 0.8
ADOA - SFD - Adjust New Construction Formula Funding — Surplus (26.1)
Arizona Department of Agric_:ulture (AZDA) - Licensing Information 05
Technology (IT) System Maintenance — OF
Arizona Health Care Cost Containment System (AHCCCS) - Formula —
FY 2026 402
AHCCCS - H.R. 1 Eligibility Administrative Costs 10.2
AHCCCS - Critical Access Rural Hospitals Aid 4.3
AHCCCS - Behavioral Health Crisis Services Hotline (9-8-8) 4.0
AHCCCS - Urban Traditional Healing — FY's 2027 through 2029 0.4
Attorney General (AG) — Coordinated Reentry Assistance to Counties 8.4

. . 2.0 FY 2027
Arizona Commission on the Arts — Arts Trust Fund 10 FY 2028
Department of Child Safety (DCS) — Federal Match Rate Adjustment 1.9
DCS — Extended Foster Care 1.0
DCS - Expand Extended Foster Care Coaching 8.2
DCS - Congregate Care 36.9
DCS - Guardian IT System 9.8
Arizonq Department of Corrections, Rghabilitation and Reentry (ADCRR) - 41
Correctional Officer Filled VVacant Positions — FY 2026
ADCRR - Body-Worn Cameras for Correctional Officers 3.5
Department of Economic Security (DES) — Formula — FY 2026 (14.0)
DES - Increased Contractual Costs for Legacy Mainframe Systems 6.1
DES - $120 Summer Food Benefit — FYs 2026 through 2028 1.8
DES - Supplemental Nutrition Assistance Program (SNAP) Error Rate
Reduction Workload 108
DES - Developmental Disabilities (DD) High-Need Client 17.9
DES - Child Care 44.8
DES - Area Agencies on Aging 5.0
DES - Civil Legal Aid 3.0




State GF $

(in Millions)*
DES — Double Up Food Bucks 2.0
DES - Out-Of-School Care Grants 3.0
DES - Reentry Employment Support 15
Arizona Department of Education (ADE) — Formula — FY 2026 (79.1)
ADE - Unused Land Trust Balances (8.0)
ADE - Community Gardens 0.6
ADE - Fund 3rd-Year Low-Income Weight Increase 37.0
ADE - Fund 3rd-Year Additional Assistance Increase 29.0
ADE - Continue FY 2026 School Meals Funding 1.8

ADE - Lapse Prior Budget Funding for High-Quality Teacher Professional
Development

(0.3) FY 2020

(0.4) FY 2021

(0.4) FY 2022

ADE - Lapse Prior Budget Funding for Live, Remote Instructional Courses

(0.1) FY 2024

(0.1) FY 2025

Arizona Department of Environmental Quality (ADEQ) — Iron King Mine

Humboldt Smelter Group 2.0
ADEQ — Water Quality Fee Fund Deposit — OF 9.5
Department of Forestry and Fire Management (DFFM) — Wildfire 10.0
Suppression '
Arizona Department of Gaming (ADG) — Racing Regulation Fund Deposit 1.9
Department of Health Services (DHS) — Sexually Violent Persons Funding 1.5
DHS - Arizona State Hospital Operating Funding 2.1
DHS - Existing Cooling Centers for Heat Relief — OF 0.4
Arizona Department of Homeland Security (AZDOHS) — Increase 15
Cybersecurity State and Local Grants — OF '
Department of Insurance and Financial Institutions (DIFI) — Transition to

: 1.6
New Fee Authority
Judiciary — Superior Court — County Probation Salary Increases 10.5
Arizona Department of Juvenile Corrections (ADJC) — Operating Shortfall 0.6
Department of Public Safety (DPS) — Highway Patrol Operating Expenses — 475
FY 2026 — OF '
DPS — Caseload Increase of Arizona Peace Officer Standards and Training 20
Board Training Academy Costs — OF '
Secretary of State (SOS) — Election Expenses — FY 2026 4.0
SOS - Address Confidentiality Program 0.4




State GF $
(in Millions)*
. : (5.0) FY 2024

State Treasurer — Lapse Prior Budget Funding for Ballot Paper

(6.0) FY 2025
Universities — University of Arizona (U of A) — Water Adjudication 0.5
Universities — U of A — Arizona Resource Equity and Access Coordination 05
Hub (REACH) '
Arizona Department of Veterans' Services (ADVS) — State Home for 3.0
Veterans' Trust Fund — FY 2026 '
Arizona Department of Water Resources (ADWR) — Colorado River 6.0
Litigation Fund Deposit — OF '
2.5% Statewide Reduction (23.8)
State Employee Health Insurance Funding 324.7
Statewide Fleet Charge Adjustments — Operating 2.9
Statewide Fleet Charge Adjustments — Replacement 2.0
Statewide Accounting System Charge Adjustment 1.3
Statewide Risk Management Charge Adjustment 5.0

*Figures are rounded.

The budget also includes ongoing additional state GF spending as follows:

State GF $
(in Millions)*

AHCCCS - Formula (42.0)
AHCCCS - Office of the Inspector General — Seven Full-Time Equivalent

. 0.4
Positions (FTES)
ADCRR - Shift OF to state GF for Operating Needs 15.6
ADCRR - Noncontract Medication — Substance Abuse/Hepatitis C — Backfill 6.7
ADCRR - 4% Correctional Officer Stipend 24.0
ADCRR - Health Care Federal Injunction Costs 55.8
ADCRR - Shift OF Spending to Capital Uses 10.0
ADCRR - Continue FYs 2025 through 2027 Private Prison Funding — FY

54.3

2028
Arizona Criminal Justice Commission (ACJC) — Victims of Crime Act 23
(VOCA) Federal Funds Backfill '
Community Colleges — Formula 0.7
Arizona Corporation Commission — Shift Railroad Safety Funding from state
GF to OF 08




State GF $

(in Millions)*
DES - Formula (42.4)
DES — SNAP Administrative Match Rate Adjustment 0.9
DES - Eliminate Projected SNAP Error Rate Penalty — FY 2028 (138.0)
DES - VOCA Federal Funds Backfill 115
ADE - Formula (92.1)
Board of Executive Clemency — Increase Board Member Salaries 0.2
DIFI — Shift state GF to New Fee Authority (6.3)
Judiciary — Judicial Salary Increases 1.1
Judiciary — County Probation Salary Increases — FY 2029 10.5
ADJC - 4% Correctional Officer Stipend 0.8
Arizona State Land Department — Central Arizona Project Fees Technical
Adjustment 0.2)
DPS — Security for the Newly Established Lieutenant Governor's Office 0.7
DPS — VOCA Federal Funds Backfill 9.3
DPS — Public Safety Grant Support Staff — Five FTEs — OF 0.5
Arizona Department of Real Estate — IT Project Maintenance Costs 0.1
State Treasurer — Justice of the Peace Salary Funding 0.1
Universities — U of A — Remove Natural Resource Users Law and Policy
Center Funding (1.6)
State Employee Health Insurance Funding — FY 2029 100.0
Statewide Fleet Charge Adjustments 2.9
Statewide Rent Charge Adjustments 0.1
Statewide Retirement Costs Adjustment (3.8)
Statewide Risk Management Charge Adjustment 4.9
Administrative Adjustments and Reversions (25.5)

Major Footnote Changes

*Figures are rounded.

The budget includes the following major footnote additions, deletions and modifications.
This list does not include footnotes pertaining to one-time reports, appropriations or footnote

changes conforming to enacted policy.

Arizona Acupuncture Board of Examiners

e Allows the Arizona Acupuncture Board of Examiners to use $50,000 to pay outstanding costs

of services provided by the ADOA Central Services Bureau in prior years.



ADOA

Requires ADOA, by July 15, 2026, to distribute the $10,000,000 FY 2027 appropriation for
Gila County disaster relief as follows:

o $2,500,000 to the Town of Miami;

o $2,500,000 to the City of Globe; and

o $5,000,000 to Gila County.

Prescribes eligibility requirements for food banks to receive monies appropriated to ADOA for
food bank capital.

SED

Allows the SFD to use the unencumbered balance of $27,318,100 in the New School Facilities
Fund for facilities and land costs for school districts that received final approval by December
15, 2025.

AZDA

Allows the AZDA to use up to $250,000 from the Commercial Feed Trust Fund in FY 2027
for two FTEs, as outlined.

Allows the AZDA to conduct inspections as part of the response at the border, if the border
opens for live cattle imports, and allows the State Veterinarian to oversee the screwworm
response.

AHCCCS

Exempts the $51,500,000 appropriation for H.R. 1 implementation for Medicaid from lapsing
until June 30, 2028.

Exempts the $28,400,000 appropriation for H.R. 1 implementation for Medicaid IT system
upgrades from IT Authorization Committee review.

Requires the $17,000,000 appropriation for coordinated reentry planning services grants to be
distributed in $2,000,000 increments to Coconino, La Paz, Maricopa, Mohave, Navajo, Pima,
Pinal and Yavapai Counties in FY 2027 and requires $1,000,000 to be distributed as a grant to
establish a statewide coordinated reentry planning services database.

Specifies that the coordinated reentry planning services grants include $3,000,000 from monies
deposited in the Consumer Remediation Subaccount of the Consumer Restitution and
Remediation Revolving Fund that are not related to opioid claims.

Barbering and Cosmetology Board

Requires the Barbering and Cosmetology Board to use $235,000 of its FY 2027 lump sum
appropriation to fill three FTEs for a licensing specialist, customer service representative and
quality assurance specialist.



Arizona Board of Chiropractic Examiners

e Requires the Arizona Board of Chiropractic Examiners, by September 1, 2026, to provide a
report to the Joint Legislative Budget Committee (JLBC) and the Governor's Office of
Strategic Planning and Budgeting (OSPB) that details the proposed resolution to the imbalance
between ongoing revenues and expenditures.

ADCRR

e Specifies that the $273,126,400 FY 2027 appropriation for private prison contracted services
includes $3,767,200 for awarding a correctional officer salary increase.

e Requires ADCRR to increase the contracted rates in FY 2027 to provide an amount sufficient
for a four percent salary increase to each correctional officer employed by a private prison that
contracts with the state.

e Specifies that ADCRR's lump sum appropriation includes funding sufficient to convert the
one-time stipend appropriated in FY 2026 for corrections officers into a four percent annual
salary increase in FY 2027.

ACJC

e Requires ACJC to evenly distribute the $600,000 FY 2027 appropriation for the Major Incident
Regional Law Enforcement Task Force to the county sheriff's offices of the original five Major
Incident Division task forces located in Cochise, Coconino, Navajo, Pinal and Yuma Counties.

Arizona State Schools for the Deaf and the Blind (ASDB)

e Requires ASDB, by September 1, 2026, to submit a report to JLBC and OSPB that details the
schools' budgetary and operational changes since FY 2026.

e Requires the $50,000 appropriation for supplemental early childhood services to be spent to
continue current contracts with multiple providers to provide supplemental early childhood
listening and spoken language services to eligible infants and toddlers from birth to three years
old and their families.

Requires a contractor that provides supplemental early childhood listening and spoken
language therapies to ensure that the services are provided or overseen by a certified auditory
verbal educator or therapist in a natural environment or a clinical, educational or virtual setting.

ES

e Specifies that, of the $15,731,900 FY 2027 appropriation for adult services, DES must
distribute $500,000 to both the Inter Tribal and Navajo Nation Area Agencies on Aging.

e Requires the $3,000,000 FY 2027 appropriation for civil legal aid to be distributed to nonprofit
organizations to provide statewide general civil legal aid services consistent with the terms and
restrictions of the legal services corporation as of federal FY 2026.



DE

Specifies that, of the $29,000,000 appropriated for additional assistance, $23,142,000 is a
one-time district additional assistance supplement and $5,858,000 is a one-time charter
additional assistance supplement.

e Requires ADE to distribute monies for district and charter additional assistance based
proportionally on the additional assistance funding received by each district or charter in FY
2027.

e Requires ADE to distribute the appropriation for the one-time Free and Reduced-Price Lunch
(FRPL) group B weight supplement to school districts and charter schools on a pro rata basis
using the weighted student count for FRPL students for that district or school.

e Allows a school district to budget the one-time district additional assistance and the one-time
FRPL group B weight supplement in either the district's maintenance and operation fund or
unrestricted capital outlay fund.

e Requires ADE to allocate monies for the one-time school meal grants to school districts and
charter schools that participate in the National Lunch Program or School Breakfast Program
under the National School Lunch and Child Nutrition Acts for grants to reduce or eliminate
copayments that would be charged to eligible children for reduced-price meals.

e Stipulates that, if there are insufficient monies to cover the school meal grant awards for all
eligible grantees, ADE must reduce each grant proportionately to cover all eligible grantees.

Department of Emergency and Military Affairs (DEMA)

e Allows DEMA to use any remaining unexpended and unencumbered monies from the FY 2023
appropriation for one-time maintenance backfill for the construction of the Arizona Army
National Guard Surprise Readiness Center.

DEEM

e Specifies that $10,000,000 of the FY 2027 appropriation for fire suppression must be used for
financial assistance to private landowners for emergency repairs for infrastructure damage
resulting from fires or fire suppression activities.

DHS

e Requires the $1,500,000 FY 2027 appropriation for radiation protection systems grants to be
used by DHS to establish and administer a grant program to assist rural hospitals with the cost
of installing radiation protection systems in cardiac catheterization procedure rooms in which
real-time x-ray imaging procedures occur.



Arizona Historical Society

e Stipulates that, if the Arizona Historical Society Donations Fund unrestricted balance is less
than $300,000 in FY 2027, the Arizona Historical Society:
O may use up to $549,600 from the State Parks Revenue Fund for operating expenditures;
and
o0 must notify and report to JLBC on the intended use of the State Parks Revenue Fund monies
before spending monies on operating expenditures.

AZDOHS

e Prohibits monies appropriated in FY 2027 for Cyber Ready Arizona, excluding up to $500,000
for administration and up to $11,000,000 to purchase cybersecurity tool licenses, from being
used to support permanent FTEs at any state agency or political subdivision.

e Allows AZDOHS to consider grant applications from water and wastewater facilities in
addition to any existing recipient class.

Judiciary

e Sets the annual salary, beginning January 1, 2027, at:
o $242,000 for the Chief Justice of the Arizona Supreme Court;
0 $235,000 for other Arizona Supreme Court justices;
o0 $220,000 for court of appeals judges; and
o $210,000 for superior court judges.

e Requires the $1,300,000 FY 2027 appropriation for probation electronic monitoring system
operating costs to be used for the continued operation of a statewide mobile electronic
monitoring system for sex offenders on probation supervision.

ADJC

e Specifies that ADJC's lump sum appropriation includes funding sufficient to convert the one-
time stipend appropriated in FY 2026 for corrections officers into a four percent annual salary
increase in FY 2027.

Leqgislature

e Requires the AG to use the $500,000 FY 2027 appropriation for a state employee health plan
special audit to contract with an independent third party to conduct the special audit.

e Requires the special audit to include the state employee health plan's application of best
practices in health insurance cost containment and a forensic audit of a sample of claims from
FY 2026.

Arizona State Parks Board (ASPB)

e Stipulates that, if monies are available for Land and Water Conservation Grant Program
funding to ASPB for capital projects in FY 2027, ASPB must report its revised expenditure
plans to the Joint Committee on Capital Review and OSPB.



e Stipulates that, if federal Historic Preservation Fund grant monies are unavailable to the State
Historic Preservation Office in federal FY 2027, ASPB:
O may use up to $1,400,000 from the State Parks Revenue Fund for operating expenses; and
0 must report its expenditure plan to JLBC before spending any State Parks Revenue Fund
monies.

PS

e Requires DPS to enter into a new agreement with the recipient of the monies appropriated in
FY 2026 for the Yuma County Family Advocacy Center in order to distribute any remaining
funding from the appropriation.

SOS

e Requires the SOS, before spending the $4,000,000 FY 2027 appropriation for election services,
to submit a report on the expected amount and purpose of expenditures for the costs of the
2026 primary and general elections to the Legislature, JLBC and Director of OSPB.

e Requires the SOS, by January 31, 2027, to submit a report to JLBC and OSPB detailing the
actual expenditures, aggregated by purpose, from election services monies for the 2026
primary and general elections.

State Treasurer

e Allows the $50,000 FY 2026 appropriation for distribution to Pinal County for illegal dumping
signage to also be used to expand and support the Pinal County Community Cleanup Free
Dump Day Program.

ADVS

e Allows ADVS to spend the $1,000,000 FY 2023 appropriation for Arizona State Veterans'
Homes for tribal members in veterans' homes.

amusements; 2026-2027 (H.B. 4155/S.B. 1848) — Chapter 127

Makes the following statutory and session law changes relating to amusements necessary
to reconcile the FY 2027 state budget:

Specifies that monies remaining in the Liquor Licenses Fund exceeding $700,000 revert to
the state General Fund on December 31 of each year, rather than at the end of each fiscal year.

Repeals the Fantasy Sports Contest Fund, transfers all remaining unexpended and
unencumbered Fantasy Sports Contest Fund monies to the Event Wagering Fund and redirects the
deposit of fantasy sports privilege fees and penalties to the Event Wagering Fund. Repeals the
Unarmed Combat Subaccount within the Racing Regulation Fund and establishes the Unarmed
Combat Subaccount within the Event Wagering Fund, administered by the Arizona Department of
Gaming (ADG), and consisting of monies from unarmed combat licensing fees and other sources.
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At the end of each month, the Director of the ADG must report to the Arizona Department of
Administration the total amount received from unarmed combat licensing fees and other sources.
The ADG may transfer monies for the annual costs to regulate and enforce event wagering from
the Event Wagering Fund into the Unarmed Combat Subaccount.

Unless otherwise determined by the Legislature, the ADG may spend up to 10 percent of
monies on the annual costs to regulate and enforce fantasy sports contests, in addition to event
wagering. The ADG may: 1) spend up to $500,000 of the 10 percent each fiscal year to support
problem gambling programs; and 2) use monies designated for problem gambling to disburse
grants for problem gambling purposes.

Continues to require the ADG, in FY 2027, to establish and collect, in addition to statutorily
authorized deductions, a regulatory assessment from each commercial racing permittee in the
amount of 0.5 percent of the amounts wagered, payable from peri-mutuel pools from in-state and
out-of-state live and simulcast races. Continues to authorize the ADG, for race meetings in 2026
and 2027, to allow a first-time starter horse to race as long as the horse has gate approval and at
least two timed workouts, one of which must be an out-of-the-gate workout conducted within 60
days of the race in which the horse is entered.

capital outlay; appropriations; 2026-2027 (H.B. 4156/S.B. 1849) — Chapter 128

Effective June 13, 2026, capital outlay expenditures account for $10,000,000 of FY 2027
state budget expenditures.

Building Renewal — Appropriates $57,413,200 in FY 2027 to the following state agencies
from the specified funds for major maintenance and repair activities for state buildings:

Agency Fund Source Amount
state General Fund
1
(state GF) $10,000,000
Arizona Department of Administration Capital Outlay Stabilization $4.600.000
(ADOA) Fund (COSF) e
Arizona State Hospital Land $554.000
Fund
Arizona Department of Corrections, ADCRR Building Renewal $15.652 200
Rehabilitation and Reentry (ADCRR) Fund B
Arizona Game and Fish Department (AZGFD) AZGFD Fund $1,932,900
Arizona State Lottery Commission State Lottery Fund $100,000
_ _ State Highway Fund (SHF) | $24,158,500
Arizona Department of Transportation (ADOT) —
State Aviation Fund $415,600

Requires ADOA to allocate appropriated monies to state agencies for necessary building
renewal and allows ADOA to use appropriated monies for building projects related to retrofitting
facilities for space consolidation initiatives. Reduces the ADOA appropriation for building
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renewal by the difference between the amount appropriated and the balance in the COSF, if COSF
monies are insufficient to fund the appropriation. ADCRR may spend up to $4,570,000 of the
monies appropriated for building renewal in FY 2027 to construct new facilities to address capital
needs as required by the court in the Jensen v. Thornell inmate health care litigation and may not
spend building renewal appropriations on personal services or overhead expenses related to
managing funded projects.

Capital Projects — Appropriates $30,283,100 in FY 2027 to the following state agencies
from the specified funds for individual capital projects:

Agency Purpose Fund Amount
Arizona Exposition Arizona Exposition and
and State Fair Capital improvements P $3,905,900
State Fair Fund
Board
AZGFD Dam maintenance Capital IFrE[r)]:jovement $150,000
AZGFD Hatchery maintenance Capital IFrE[r)]:jovement $400,000
AZGFD Hatchery repairs AZGFD Fund $11,000,000
Arizona State Parks o State Parks Revenue
Board (ASPB) Capital improvements Fund $3,552,200
Develop a monitoring plan and
ASPB install markers at Tonto State Paliﬁclj?evenue $200,000
National Bridge State Park
Arizona Pioneers' Miners' Hospital for
H Capital improvements Miners with Disabilities | $482,000
ome
Land Fund
ADOT Construct new materials lab in SHE $5.038.000
Kingman
Replace vehicle fueling
ADOT facilities in Payson, Phoenix SHF $4,944,000
and Mesa
Design the renovation of the
ADOT traffic signal and lighting SHF $611,000
warehouse in Phoenix

Statewide Highway Construction — Appropriates $432,663,000 from the SHF in FY 2027
to ADOT to plan and construct state highways, acquire rights-of-way and provide for the cost of
contracted field administration and construction project engineering and debt service payments on
specified bonds. Appropriates balances and collections in the SHF that exceed the amount
appropriated by the FY 2027 General Appropriations Act and Capital Outlay Budget
Reconciliation Bill to ADOT for authorized purposes. Prescribes reporting and oversight



requirements for outlined highway construction expenses, capital outlay information, outstanding
debt principal balance and debt service payments.

Specifies that the appropriations made in FYs 2021, 2023, 2024, 2026 and 2028 for
improving State Route (SR) 347 may be used for design, right-of-way acquisition, utility
relocation, natural resource recovery and construction to improve SR 347, including improvements
to the intersection on SR 347 at Casa Blanca Road and Cement Plant Access and constructing an
overpass at Riggs Road and SR 347.

Airports — Appropriates $29,048,900 from the State Aviation Fund in FY 2027 to ADOT
for airport planning, construction, development and improvements. Appropriates balances and
collections in the State Aviation Fund that exceed the amount appropriated by the FY 2027 General
Appropriations Act and Capital Outlay Budget Reconciliation Bill to ADOT for authorized
purposes. Prescribes reporting requirements for aviation grant awards and distributions.

Adjustments — Reduces appropriations made to ADOT in FYs 2021 and 2023 from the
specified funds for the following highway projects:

Purpose Fiscal Year Fund Amount
) 2021 state GF ($116,200)
Repave SR 69 in Prescott Valley
2023 SHF ($1,819,000)
) 2021 state GF | ($1,734,300)
Repave SR 95 in Mohave County
2023 SHF ($6,052,200)
Repair SR 186 and State Business Route 10 in 2021 state GF ($93,100)
Willcox 2023 SHF ($765,600)
U.S. Route 89 2023 state GF ($1,052,600)
Rehabilitate pavement along U.S. Route 191
between Armory Road and East Safford 2023 SHF ($1,615,500)
Design and construct a screen wall along the east
side of Loop 101 near 16th Street 2023 SHF (3885,000)
Install lighting on the Sentinel Exit in Gila Bend 2023 SHF ($322,500)
Rehabilitate pavement along U.S. Route 191
between mile posts 163 and 173 2023 SHF ($5,912,100)

Transfers, between July 2, 2026, and June 30, 2027, a total of $17,371,900 in reduced
appropriations from the SHF to the state GF to provide adequate support and maintenance for state
agencies. Transfers, by June 30, 2026, the FY 2026 reduction of $2,500,000 made to the
appropriation for the rehabilitation of pavement along U.S. Route 191 between Armory Road and
East Safford from the SHF to the state GF for the support and maintenance of state agencies.

Miscellaneous — Delays the following: 1) from FY 2028 to FY 2029, the $25,000,000
appropriation from the state GF to the Arizona Department of Veterans' Services (ADVS) to
establish a veterans' home facility in the northwestern portion of the state; 2) from June 30, 2026,



to June 30, 2028, the date on which the FY 2026 appropriation of $850,300 from the State Aviation
Fund to ADOT for the renovation of the Grand Canyon Airport Terminal reverts to the State
Aviation Fund, if ADOT does not receive a Federal Aviation Administration grant for the project;
and 3) from June 30, 2026, to June 30, 2027, the date on which the FY 2026 appropriation of
$2,400,000 from the state GF to ADVS for replacement of the HVAC at the Tucson Veterans'
Home reverts to the state GF, if ADVS is not awarded a federal grant for the project. Exempts the
FYs 2026, 2027 and 2028 appropriations to ADOT for the design and construction of additional
vehicle lanes on Interstate 10 between SR 85 and Citrus Road from lapsing.

Prohibits any capital outlay appropriation from being spent on personal services or
employee-related expenditures, except for services provided by the inmate construction program
for correctional facilities. ADOA may spend up to five percent of all capital outlay appropriations,
excluding distributions to nonstate agencies, for expenditures for project management of building
renewal and capital projects and may not spend capital outlay appropriations on personal services
or employee-related expenditures or maintenance contracts on building components and
equipment without review by the Joint Committee on Capital Review.

commerce; 2026-2027 (H.B. 4157/S.B. 1850) — Chapter 129

Makes the following statutory and session law changes relating to commerce necessary to
implement the FY 2027 state budget:

Advanced Air Mobility — Requires the Arizona Commerce Authority, rather than the State
Treasurer, to administer the Advanced Air Mobility Fund and removes the requirement to submit
an expenditure plan to the Joint Committee on Capital Review before any expenditures are made
from the Advanced Air Mobility Fund. Specifies that the purpose of the Advanced Air Mobility
Fund is to allow the Office of Defense Innovation (Office) to contract with entities that advance
Arizona's defense, aerospace, dual use technology and national security innovation ecosystem. The
Office may not exercise regulatory authority over any public or private entity and must submit a
comprehensive report to the Governor and Legislature on its activities and recommendations by
September 1, 2029.

Arizona Competes Fund — Continues the Arizona Competes Fund for two years, until July
1, 2028, retroactive to June 30, 2026, and extends the $1,750,000 annual distribution from the
State Lottery Fund to the Arizona Competes Fund through FY 2029, at which time the distribution
reverts to $3,500,000.

Department of Insurance and Financial Institutions (DIFI) — Requires the Director of
DIFI to annually assess and collect from foreign, alien and domestic insurers that hold an active
certificate of authority, rather than only domestic insurers, prescribed fee amounts to administer
DIFI's insurance operational functions. Financial Surveillance Fund monies are subject to
legislative appropriation, rather than continuously appropriated and exempt from lapsing.

Miscellaneous — Increases the city, town and county population thresholds over which
financial assistance from the Greater Arizona Development Authority is conditional on voter
approval. Increase, from 14 percent of total prior-year deposits to 20 percent of total prior-year
deposits, the Residential Contractors' Recovery Fund administrative expenditure cap. Allows the
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Arizona Office of Tourism to accept and spend monies that are received as gifts, grants or
donations and requires such monies to be held in a separate account of the Tourism Fund. Requires
the Arizona Corporation Commission to use monies in the Securities Regulatory and Enforcement
Fund for railroad safety.

criminal justice; 2026-2027 (H.B. 4158/S.B. 1851) — Chapter 130

Makes the following statutory and session law changes relating to criminal justice
necessary to reconcile the FY 2027 state budget:

Repeals the Arizona Civil Rights Advisory Board within the Attorney General's Civil
Rights Division and delays implementation of the Major Incident Division within the Department
of Public Safety by one year, until July 1, 2028.

Retroactive to January 1, 2026, prohibits state agencies, boards, commissions and
departments from using monies from any fund or source other than the Erroneous Convictions
Fund to pay for reimbursements and compensation awarded for successful erroneous conviction
claims. The state is not liable for any amount of reimbursement or compensation that exceeds the
monies available in the Erroneous Convictions Fund.

Renames the Peace Officer Training Equipment Fund as the Law Enforcement Equipment
Fund and requires the Law Enforcement Equipment Fund to be administered by the Arizona
Criminal Justice Commission, rather than the State Treasurer. Increases, from $2,500,000 to
$12,500,000, the annual transfer from the Corrections Fund to the Corrections Building Renewal
Fund.

Consolidates reporting requirements for the 90-day Transition Program and requires the
report to be submitted by November 30, rather than July 31, of each year. By December 31, the
Administrative Office of the Courts must compile an annual report on the enforcement and
collection of various monetary obligations, broken down into specified categories and submit the
report to the Governor, the Legislature, the Directors of the Joint Legislative Budget Committee
and the Office of Strategic Planning and Budgeting and the Secretary of State.

environment; 2026-2027 (H.B. 4159/S.B. 1852) — Chapter 131

Makes the following statutory and session law changes relating to the environment
necessary to reconcile the FY 2027 state budget:

Groundwater Withdrawal Fees — Extends the moratorium on levying and collecting an
annual groundwater withdrawal fee for Arizona water banking purposes in the Pinal Active
Management Area (AMA) and the $2.50 per acre-foot per year cap on the annual groundwater
withdrawal fee for groundwater and irrigation efficiency projects in the Pinal AMA for four years,
until January 1, 2031.

Funds — Extends the: 1) Arizona System Conservation Fund until April 1, 2031; and 2) the
Temporary Groundwater and Irrigation Efficiency Projects Fund until April 1, 2033. Continues to
authorize the Arizona Water Protection Fund Commission to grant up to $336,000 of unobligated
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monies in the Arizona Water Protection Fund to the Arizona Department of Water Resources to
pay administrative costs in FY 2027.

Arizona Department of Environmental Quality (ADEQ) — Continues to require the
Director of ADEQ to maintain fees in FY 2027 for vehicle emissions tests conducted in the
Phoenix metropolitan area at the same emission fee level as of June 30, 2025. Caps the
appropriation from the state General Fund to the Water Quality Assurance Revolving Fund at
$15,000,000 in FY 2027. Continues to authorize ADEQ to use up to $6,531,000 in FY 2027 from
the Underground Storage Tank Revolving Fund for administrative costs and remediating sewage
discharge issues in Arizona border areas.

Arizona Navigable Stream Adjudication Commission (ANSAC) — Continues to allow
monies appropriated to ANSAC from the Arizona Water Banking Fund to be used for legal fees
in FY 2027.

health care; 2026-2027 (H.B. 4160/S.B. 1853) — Chapter 132

Makes the following statutory and session law changes relating to health care necessary to
reconcile the FY 2027 state budget:

Arizona Health Care Cost Containment System (AHCCCS) — Requires AHCCCS to
review specified state and federal information relating to lottery and gambling winnings, deaths,
residency, employment and other changes in circumstances that may affect an individual's
AHCCCS eligibility. AHCCCS may not accept self-attestation of residency or a federal exchange
eligibility determination, subject to federal law, and must independently verify eligibility before
enrollment. AHCCCS must submit to the U.S. Centers for Medicare and Medicaid Services (U.S.
CMS) by April 1, 2027, any necessary federal waiver requests to implement the eligibility review.

Requires AHCCCS to request approval from U.S. CMS for a Section 1115 waiver to allow
the elimination of mandatory hospital presumptive eligibility and restrict presumptive eligibility
determinations to children and pregnant women. If the Section 1115 waiver is denied, AHCCCS
must resubmit subsequent requests for approval within 12 months after each denial. Prescribes
requirements for AHCCCS and qualified hospitals when making a presumptive eligibility
determination. For FYs 2027 through 2029 and subject to the approval of a Section 1115 waiver,
AHCCCS and its contractors must provide pilot coverage to qualified members for traditional
healing services delivered through an urban Indian organization.

Continues to allow AHCCCS to extend risk contingency rate settings for all managed care
organizations (MCOs) and funding for all MCO administrative funding levels imposed in contract
year 2010 for the contract year ending September 30, 2027. By December 31, 2027, AHCCCS
must transfer any federal Patient Protection and Affordable Care Act monies to the counties, per
the counties' proportional share of the state's contribution.

Continues to require AHCCCS to prepare and issue an annual report, by January 31, 2027,
to outlined officials regarding the costs and utilization of mental health medications during the
previous contract year, including data relating to the cost, utilization and claim status for mental
health medications.
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Arizona Long-Term Care System (ALTCS) Contributions — Outlines individual county
contributions for ALTCS. Directs the State Treasurer to withhold monies as prescribed to fulfill
county contribution obligations and deposit any paid or withheld county contributions into the
ALTCS Fund. Continues to authorize the State Treasurer to collect additional monies from
counties if the aggregate cost for ALTCS exceeds the amount specified in the FY 2027 General
Appropriations Act. The counties' share of the state's contribution must comply with federal
maintenance of effort requirements. Requires the Director of AHCCCS to notify the State
Treasurer of the counties' share of the state's contribution and report the amount to the Director of
the Joint Legislative Budget Committee (JLBC).

County Acute Care — Outlines individual county contributions for county acute care.
Directs the State Treasurer to withhold monies as prescribed to fulfill county contribution
obligations for acute care and deposit any paid or withheld county contributions into the AHCCCS
and ALTCS Funds. Continues to require that 1/12th of the prescribed county acute care
contributions be made to the State Treasurer by the fifth day of each month. Upon request of the
Director of AHCCCS, the State Treasurer must require up to three months' payment in advance.
Allows the Director of AHCCCS to instruct the State Treasurer to reduce or return county acute
care payments as outlined, if the payments exceed costs incurred by AHCCCS.

Disproportionate Share Hospital (DSH) Payments — Outlines DSH payment amounts for
qualifying nonstate-operated public hospitals, private qualifying DSHs and the Arizona State
Hospital (ASH). Outlines notification, payment distribution and deposit requirements for
AHCCCS after filing claims with the federal government and receiving federal financial
participation based on certified amounts. By March 31, 2027, ASH must provide specified forms
for qualifying DSH expenditures to AHCCCS. Continues to require AHCCCS to assist ASH in
determining the amount of qualifying DSH expenditures and maintains reporting requirements and
distribution procedures for federal matching funds for FY 2027.

Health Insurance Trust Fund Oversight Board (Board) — Establishes the five-member
Board to oversee the state health plan by developing a strategic plan and approving all health
insurance benefit programs for state officers and employees and prescribes Board membership and
duties. The Board must consult with the Arizona Department of Administration as required,
approve requests for certain proposal contracts beginning plan year 2028 and submit an annual
report to the Governor and Legislature regarding the Board's activities and the financial condition
and administration of the state employee health plan.

Arizona Rural Health Transformation Fund (Fund) — Establishes the Fund, administered
by AHCCCS, and consisting of monies received through the Rural Health Transformation
Program. Before the Executive Branch may spend any monies Fund, AHCCCS must hold three
public meetings and solicit feedback throughout Arizona and submit a report to JLBC detailing its
expenditure plan.

Department of Health Services (DHS) — Designates DHS as the lead agency to address
Alzheimer's disease and related forms of dementia and requires DHS to establish a Dementia
Services Program to coordinate statewide efforts and develop an Alzheimer's disease state plan.
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Miscellaneous — Prohibits counties, cities and towns from using monies received through
the final distribution of the One Arizona Distribution of Opioid Settlement Funds Agreement to
provide monies to a nongovernmental organization for safer smoking equipment. Continues to
exclude county contributions for costs of inpatient and in-custody competency restoration
treatment and Proposition 204 administrative costs from county expenditure limitations.

higher education; 2026-2027 (H.B. 4161/S.B. 1854) — Chapter 133

Makes the following statutory and session law changes relating to higher education
necessary to reconcile the FY 2027 state budget:

Community College District (CCD) Funding — Funds the FY 2027 operating state aid for
CCDs and CCD science, technology, engineering and mathematics and workforce development
programs as specified in the FY 2027 General Appropriations Act.

Arizona Veterinary Loan Assistance Program — Adds, to the eligibility criteria to
participate in the Arizona Veterinary Loan Assistance Program, a requirement for an applicant to
satisfactorily pass the licensing examination administered by the Arizona State Veterinary Medical
Examining Board. Caps the amount of Arizona Veterinary Loan Assistance Fund (Fund) monies
that a participating veterinarian may receive at the lessor of: 1) $200,000, rather than $100,000; or
2) an amount that is equal to the veterinarian's outstanding veterinary college educational loan
balance. The Arizona Board of Regents (ABOR) must award Fund monies to a veterinarian when
ABOR determines that the veterinarian is an eligible applicant and has signed the prescribed work
agreement, rather than when ABOR determines that the veterinarian has satisfied the terms of the
prescribed work agreement at the conclusion of the veterinarian's four-year commitment. After
each year that a veterinarian works in Arizona under the prescribed work agreement, ABOR must
distribute to the veterinarian one-fourth of the total amount awarded.

ABOR Operating Budget Supplementation — Authorizes ABOR to retain monies from the
public universities to supplement ABOR's operating budget which may not exceed $5,000,000 in
any fiscal year unless expressly authorized by the Legislature.

University Funding — Continues, for FY 2027, to allow the Legislature to appropriate less

than a two-to-one match to student registration fees assessed by the Arizona Financial Aid Trust
Fund.

human services; 2026-2027 (H.B. 4162/S.B. 1855) — Chapter 134

Makes the following statutory and session law changes relating to human services
necessary to reconcile the FY 2027 state budget:

Supplemental Nutrition Assistance Program (SNAP) — Establishes the SNAP Fund until
July 1, 2027, and consisting of continuously appropriated monies collected by the Department of
Economic Security (DES) from federal deposits under SNAP.
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Until July 1, 2027, when determining SNAP eligibility, DES must review its own data,
outlined information from federal agencies and outlined information from the Arizona State
Lottery, Arizona Department of Gaming, Department of Health Services and Arizona Department
of Corrections, Rehabilitation and Reentry. If DES receives reliable information indicating that an
individual enrolled in SNAP has had a change in circumstances that may affect eligibility, DES
must review the individual's case. On a monthly basis, DES must report to the Legislature outlined
information regarding SNAP usage and, within 30 days after the final month's submission, an
estimate of the payment error rate for FY 2026. By June 30, 2027, DES must submit a report to
the Legislature detailing efforts to improve the quality and timeliness of eligibility determinations.

Out-of-School Time Grant Program (Grant Program) — Expands the Grant Program to
include school-age children between 5 and 18 years old, rather than 5 and 12 years old. The Grant
Program must reduce the cost of care or expand care at no cost to participating families. Until July
1, 2027, Grant Program monies may be used to support partnerships between school districts and
outlined nonprofit organizations for capital expansion, facility improvements, construction,
renovation and related capital expenditures on public buildings.

Speech and Audition Services Contracts — Beginning July 1, 2027, and subject to available
appropriations, DES must contract with listening and spoken language providers in Arizona to
provide services to eligible families with infants and toddlers who are deaf or hard of hearing. DES
must refer eligible families to at least both contracted providers and the Arizona State Schools for
the Deaf and the Blind (ASDB). DES may adopt rules, policies and procedures to implement the
provision of services and use up to 10 percent of appropriated monies for provider contracts for
administrative costs.

Supplemental Early Childhood Listening and Spoken Language Services — Requires
ASDB to transfer existing contracts and appropriations for supplemental early childhood listening
and spoken language services to DES by November 1, 2026, and to develop a memorandum of
understanding with DES that outlines the transfer. DES succeeds to the authority, powers, duties
and responsibilities of ASDB relating to speech and audition services and all transferred contracts
retain the same status with DES.

Temporary Assistance for Needy Families (TANF) — Requires DES to include specified
fraud, overpayment and recovery statistics in the statutorily required SNAP and TANF spending
report. Continues to require DES in FY 2027 to screen and test each adult who is eligible to receive
TANF cash benefits and who DES has reasonable cause to believe engages in the illegal use of
controlled substances. Any TANF recipient who tests positive for an unprescribed controlled
substance is ineligible to receive TANF benefits for one year.

Miscellaneous — Increases the maximum compensation that a mobile home park tenant
may collect from the Mobile Home Relocation Fund for relocating a mobile home to a new location
within Arizona due to a rent increase or change in use from: 1) $12,500 to $22,500 for a single-
section mobile home; and 2) $20,000 to $30,000 for a multi-section mobile home. Extends the
Military Family Relief Fund and the Military Family Relief Tax Credit for five years, until
December 31, 2031. For the first four months of each fiscal year, Housing Trust Fund monies must
be awarded and prioritized for state matching monies for various federally funded programs.
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K-12 education; 2026-2027 (H.B. 4163/S.B. 1856) — Chapter 135

Makes the following statutory and session law changes relating to K-12 education
necessary to reconcile the FY 2027 state budget:

Basic State Aid — Increases the base level in FY 2027 from $5,113.26 to $5,215.53 per
pupil. Increases transportation support level and charter additional assistance amounts by two
percent for standard inflation. Updates TY 2026 qualifying tax rates to reflect annual truth-in-
taxation rate adjustments.

Requires, until January 1, 2028, the Arizona Department of Education (ADE) to recalculate
the basic state aid amount for the Alhambra Elementary School District in FY 2025 as a result of
a change in assessed valuation of property within the district and increase the basic state aid amount
for the Alhambra Elementary School District in FY 2027 by $852,200.

Property Proceeds Fund (Property Fund) — Establishes the Property Fund, administered
by the Arizona State Schools for the Deaf and the Blind (ASDB), and consisting of proceeds from
the sale or lease of ASDB school buildings and grounds. ASDB must deposit all monies received
for the sale or lease of buildings and grounds in the Property Fund by July 1, 2026, except as
specified. In any fiscal year in which the Legislature appropriates monies from the Property Fund
to ASDB, ASDB must prepare an expenditure plan for the monies and submit the plan to the Joint
Legislative Budget Committee for review.

Before ASDB may sell school buildings or grounds, ASDB must: 1) determine the
appraised value by ordering independent appraisals from at least two different firms; 2) submit the
proposal to sell the property to the Joint Committee on Capital Review for review; and 3) sell the
buildings or grounds pursuant to the statutory procedures for the disposition of real property by a
state agency.

Child Sexual Abuse and Assault Awareness and Prevention Pilot Program (Pilot
Program) — Establishes the Pilot Program within ADE and outlines administrative requirements
for ADE that include: 1) gathering input from specified agencies, organizations and individuals
for the Pilot Program curriculum; and 2) selecting organizations to develop the Pilot Program
curriculum and to provide instructional modules for teachers, instruction for parents and printed
copies of Pilot Program materials. By July 1, 2027, ADE must allow public schools to apply to
participate and select six public schools from the applicants to participate in the Pilot Program
during the 2027-2028 school year.

For teachers, the Pilot Program must include at least four hours of in-person, evidence-
based instructional modules that may include: 1) training on child sexual abuse and assault
prevention and responses; and 2) resources to further awareness and prevention of child sexual
abuse and assault. For parents of students who are enrolled in a participating school, the Pilot
Program must include at least three hours of in-person, evidence-based instruction that may
include skills to recognize child sexual abuse and assault. A participating school may not require
any parent to participate in the Pilot Program.
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By October 1, 2028, each participating school must submit a report to ADE and the
Department of Child Safety that includes specified information and data relating to the Pilot
Program. Repeals the Pilot Program on January 1, 2029.

Miscellaneous — Allows ADE to use Failing Schools Tutoring Fund monies in FY 2027
for specified school improvements and requires ADE to report the proposed expenditures by
September 1, 2026, as outlined.

local government; 2026-2027 (H.B. 4164/S.B. 1857) — Chapter 136

Makes the following session law changes relating to local governments necessary to
reconcile the FY 2027 state budget:

Continues to allow counties with a population of fewer than 250,000 persons to use up to
$1,250,000 of any source of county revenue to meet any county fiscal obligation in FY 2027. By
October 1, 2026, a county using the flexible authority must report to the Director of the Joint
Legislative Budget Committee: 1) whether the county used a revenue source for purposes other
than outlined to meet a county fiscal obligation; and 2) the specific source and amount of revenues
that the county intends to use in FY 2027.

revenue; 2026-2027 (H.B. 4165/S.B. 1858) — Chapter 137

Makes the following statutory and session law changes relating to revenue necessary to
implement the FY 2027 state budget:

Extends, from June 30, 2028, to June 30, 2030, the requirement for the Arizona Department
of Revenue (ADOR) to assess, collect and transfer fees from specified entities to implement the
ADOR Integrated Tax System Modernization Project and extends the ADOR Tax System
Modernization Project Advisory Committee for two years, until January 1, 2032. Declares the
Legislature's intent for FY 2027 that the share of fees for the ADOR Integrated Tax System
Modernization Project is determined as outlined and that the assessment and transfers do not
exceed: 1) $1,273,800 in total fees assessed on government entities; 2) $154,500 from additional
education transaction privilege tax revenues; and 3) $34,400 in marijuana excise tax revenues.

state budget implementation; 2026-2027 (H.B. 4166/S.B. 1859) — Chapter 138

Makes the following statutory and session law changes necessary to implement the FY
2027 state budget:

Retroactive to July 1, 2026, continues to require any unrestricted federal monies received
by the state in FY 2027 to be deposited into the state General Fund (state GF) to pay essential
government services.

Continues to: 1) suspend the Budget Stabilization Fund (BSF) cap of 10 percent of state
GF revenue for FY 2027; 2) state that the Legislature is not required to appropriate monies to or
transfer monies from the BSF in FYs 2027 and 2028; and 3) prohibit the State Treasurer from
transferring any surplus monies from the BSF to the state GF in FY 2027.
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Modifies the Arizona Department of Administration's (ADOA's) coordinated statewide
plan for information technology (IT) to include the development of a statewide data strategic plan.
Grants ADOA: 1) the ability to delegate authority or specific IT functions to any budget unit; and
2) the authority to enter into agreements with any state agency or political subdivision to furnish
IT services. Any agreement to furnish IT services must provide for reimbursement to ADOA,
unless monies have been appropriated by the Legislature for that purpose.

state properties; management; 2026-2027 (H.B. 4167/S.B. 1860) — Chapter 139

Makes the following session law changes relating to the management of state buildings
necessary to reconcile the FY 2027 state budget:

Continues to set the Capital Outlay Stabilization Fund square-footage rental rates for
state-owned buildings at $17.87 for office space and $6.43 for storage space in FY 2027,

Within 10 days after the sale of state-owned real property within the Governmental Mall,
the Arizona Department of Administration must submit a report to the Legislature and the Director
of the Joint Legislative Budget Committee that includes the address, square footage and purchase
price of the real property and the fund in which the proceeds from the sale are being deposited.

Authorizes the Legislative Council to provide for the placement of a commemorative
plagque that recognizes the service of the Arizona America 250 Commission (Commission) in the
Government Mall and allows the plaque to include the names and years of service of the
Commission members. Repeals the authorization for the plague on October 1, 2029.

taxation; omnibus; 2026-2027 (H.B. 4168/S.B. 1861) — Chapter 140

Makes the following statutory and session law changes relating to taxation necessary to
implement the FY 2027 state budget:

Conformity — Retroactive to January 1, 2025, updates the statutory definition of Internal
Revenue Code to include all federal provisions in effect as of January 1, 2026, with the specific
adoption of all retroactive effective dates.

Income Tax — Increases the standard deduction retroactive to January 1, 2025. For taxable
years beginning January 1, 2026, maintains the current $10,000 state and local taxes deduction,
increases the Dependent Tax Credit and allows a taxpayer that takes the standard deduction to
increase the deduction by an amount equal to the total amount of the taxpayer's charitable
contributions, rather than up to 25 percent of qualifying contributions, and prescribes a charitable
contribution deduction cap.

Foronly TY 2025, establishes an individual income tax subtraction for the amount received
during the taxable year that is deducted under the federal income tax deduction for qualified
passenger vehicle loan interest.

For taxable years beginning January 1, 2025, establishes individual income tax subtractions
for the amount received during the taxable year that is deducted under the relevant federal income
tax deduction for qualified tips, overtime compensation and senior income. For taxable years
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beginning January 1, 2026, establishes individual income tax subtractions for a specified amount
of distributions from a Trump Account and qualifying child and dependent care expenses.

For taxable years beginning January 1, 2026, establishes an addition to individual and
corporate income tax for the amount of the special depreciation allowance for qualified production
property allowed under the U.S. Internal Revenue Code.

Tax Credits — Eliminates the refundable portion of the individual and corporate Research
and Development Tax Credit and repeals the insurance premium, individual and corporate Credit
for New Employment and the corporate Credit for Pollution Control Equipment. Beginning in FY
2027, reduces the annual cap on the corporate and insurance premium Credit for Contributions to
School Tuition Organizations for Low-Income Students from $135,000,000 to $110,000,000.

Computer Data Centers Moratorium — Beginning July 1, 2026, through June 30, 2029,
the Arizona Commerce Authority may not accept applications for any new computer data center
and no new computer data centers qualify for statutory tax relief.

Public Infrastructure — Increases the aggregate cap on the amount of state prime
contracting transaction privilege tax (TPT) revenues that must be paid to cities, towns and counties
for public infrastructure improvements for the benefit of a manufacturing facility and prescribes
procedures that allow the Arizona Department of Revenue (ADOR) to continuously process and
allocate claims if the aggregate cap is met midyear. Modifies the public infrastructure project
funding apportionment and required minimum capital investment, requires the participating city,
town or county to provide a revenue analysis and requires ADOR to post on its website
intergovernmental and development agreements relating to public infrastructure projects.

Unemployment Insurance — Establishes the Unemployment Insurance Operating Fund,
administered by the Department of Economic Security (DES), to pay the administrative costs of
Arizona's unemployment insurance program and requires employers to pay 3.15 percent of the
employer's unemployment insurance contributions to DES each calendar quarter of 2027. Amounts
above the first $8,000,000 are then deposited in the Unemployment Compensation Fund.

Miscellaneous — Modifies property tax exemptions and exemption requirements for
veterans with service- or nonservice-connected disabilities and their surviving spouses. Requires
Pinal County transportation excise tax monies remaining after refunding certain taxpayers to be
held until appropriated by the Legislature. Requires the Rio Nuevo Multipurpose Facilities District
Board of Directors to ensure that, from the amount of budgeted income that remains after paying
operating expenses and debt service, at least 80 percent of grants and other financial support
provided by the District in a fiscal year is provided for projects that generate TPT revenues.

transportation; 2026-2027 (H.B. 4169/S.B. 1862) — Chapter 141

Makes the following statutory and session law changes relating to transportation necessary
to implement the FY 2027 state budget:

Requires the Arizona Department of Transportation (ADOT) to annually allocate and
transfer $2,500,000 from the Highway User Revenue Fund (HURF) to the State Match Advantage
for Rural Transportation Fund by June 15. Repeals the requirement for ADOT to annually allocate
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and transfer $1,000,000 from HURF to the Economic Strength Project Fund and repeals the
Economic Strength Project Fund on July 1, 2035.

LEGISLATION VETOED

Charhe-Kirk-highway (NOW: Charlie Kirk Loop 202) (S.B. 1010/H.B. 4027) - VETOED

SEE THE PUBLIC SAFETY COMMITTEE.

roadable aircraft; reqgistration; license plates (S.B. 1024) — VETOED

Beginning January 1, 2027, establishes registration and licensing requirements for a
roadable aircraft which is an aircraft that has a mode of transportation that enables the aircraft to
operate like a vehicle on a public highway and is manufactured to meet federal safety standards
for motorcycles. Roadable aircraft must maintain both aircraft and vehicle registrations, unless the
vehicle registration is cancelled because the aircraft is subject to an annual license tax for: 1) an
aircraft that is in storage or being repaired; 2) a salvage aircraft that is in storage or being restored;
or 3) a maintenance aircraft owned by a nonresident. To register a roadable aircraft, the Arizona
Department of Transportation must combine the motor vehicle title and registration processes with
the aircraft registration process as best as practicable, record the N-number license marking and
issue a motorcycle-sized license plate. Adds roadable aircraft to the list of motor vehicles for which
a class D driver license is valid for operation.

The Governor indicates in her veto message that S.B. 1024 imposes an unfunded mandate
and does not include an appropriate regulatory framework.

budget unit; vacant positions; reporting (S.B. 1056/H.B. 2688) — VETOED

Requires the Arizona Department of Administration to collect a list of all full-time
equivalent positions (FTEs) that have been vacant for at least 150 days from each budget unit,
excluding the Arizona Department of Corrections, Rehabilitation and Reentry, Department of Public
Safety, Arizona Board of Regents (ABOR), universities under ABOR's jurisdiction and community
college districts. Each fiscal year, a budget unit must eliminate any positions that have been vacant
for more than 150 days and adjust the unit's allocated FTEs to reflect the eliminated positions.

The Governor indicates in her veto message that S.B. 1056 does not accurately reflect the
state's merit-based hiring processes.

(NOW: light rail expansion; feasibility review)

(S.B. 1332) - VETOED

Requires the Auditor General, in coordination with an independent transportation research
entity, to conduct a comprehensive feasibility review of light rail expansion in Maricopa County
and submit a report on the findings to the Governor and Legislature by December 31, 2027. The
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comprehensive feasibility review may not presume the superiority of any mode of transit and must
contain outlined information.

The Governor indicates in her veto message that S.B. 1332 is costly, unnecessary and
overlooks the unique benefits of all transportation modes.

(NOW: Charlie Kirk memorial; special plate)

(S.B. 1439/H.B. 2112) - VETOED

Requires the Arizona Department of Transportation (ADOT) to issue a conservative
grassroots network special plate if a $32,000 implementation fee is paid to ADOT by December
31, 2026. Requires $17 of the $25 special plate fee collected from each special plate to be deposited
into the Conservative Grassroots Network Special Plate Fund (Fund) and the first $32,000
collected must be reimbursed to the person who paid the implementation fee. Asserts that $8 of
the $25 special plate fee is an administration fee that ADOT must deposit in the State Highway
Fund. The Director of ADOT must annually allocate Fund monies to a qualifying 501(c)(3)
organization, as prescribed.

The Governor indicates in her veto message that S.B. 1439 inserts politics into a function
of government that should remain nonpartisan.

air mobility fund; border security (S.B. 1457) - VETOED

Adds, to the allowable uses of the Advanced Air Mobility Fund, purchasing advanced air
mobility vehicles for border security purposes, with priority given to counties located along the
state's international border.

The Governor indicates in her veto message that S.B. 1457 appears to cater to a particular
vendor without clear demand or need from law enforcement.

commercialvehicles—operator—tawfulpresence (NOW: nondomiciled commercial drivers license;
validity) (S.B. 1511) - VETOED

SEE THE MILITARY AFFAIRS & BORDER SECURITY COMMITTEE.

ultralight vehicles; definition (S.B. 1549) — VETOED

Defines ultralight vehicle as a vehicle that: 1) is used or intended to be used for manned
operation in the air by a single occupant; 2) does not have a United States or foreign airworthiness
certificate; and 3) meets specific weight, fuel capacity and speed requirements. Includes ultralight
vehicles in the definition of advanced air mobility.

The Governor indicates in her veto message that S.B. 1549 statutorily defines ultralight
vehicle but fails to include federal safety standards for operating these vehicles.
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driver license instruction permit; age (H.B. 2003) - VETOED

Beginning December 1, 2026, lowers the minimum age of eligibility for an instruction
permit for a class D, G or M license from 15 years and 6 months old to 15 years old and increases,
from 6 months to 9 months, the duration of time that a minor must hold a class G or M instruction
permit before the Arizona Department of Transportation (ADOT) may issue a class G or M license.
Increases the required driving practice hours. If a person is 15 years and 6 months old and holds a
valid instruction permit on November 30, 2026, the person is not required to hold the instruction
permit beyond 6 months to be eligible for a class G or M license. Designates this legislation as the
Juvenile Unlocking Driver Education (JUDE) Act.

The Governor indicates in her veto message that Arizona's current instruction permit age
is already below the National Highway Traffic Safety Administration's recommended age of 16
years old and that H.B. 2003 reduces the minimum age to 15 years old for motorcycle instruction
permits which will not enhance roadway safety among teen drivers.

private towing carriers; requlation; rates (H.B. 2305) - VETOED

Rates for Private Towing Carriers — Declares the regulation of towing rates for motor
vehicles that are towed from private property by private towing carriers as a matter of statewide
concern and preempts further regulation by a city, town or county. Prescribes a timeframe for a
city, town or county that has regulated the rate for private towing from private property as of
January 1, 2026, to update the rates to the market standards or the rates and fees prescribed by the
Department of Public Safety (DPS) tow service agreement.

City and Town Specific Private Towing Requirements — Outlines signage requirements to
notify a motor vehicle driver of information relating to private towing from private property. A
private towing carrier must document the nature of a private parking violation by using date and
time stamped digital photography or video before mechanically connecting a motor vehicle to the
private towing carrier. A private towing carrier must notify the appropriate law enforcement
agency within one hour of mechanically connecting a motor vehicle to the carrier for a tow from
private property without the vehicle owner's permission. Agreements between law enforcement
agencies and private towing carriers for law enforcement-initiated towing services are exempt
from the private towing requirements.

County, City and Town Private Towing Requirements and Penalties — Requires a private
towing carrier to release an impounded motor vehicle to the owner or the owner's agent who proves
ownership of the vehicle and pays the charges for towing and impounding the vehicle. A private
towing carrier may not require immediate payment as a condition to release the vehicle.

A private property owner may not accept or agree to accept compensation for a provided
towing service. A private towing carrier or private parking facility that violates the private property
towing requirements is liable to the vehicle owner for damages. A violation of the private towing
requirements in a city or town is a class 2 misdemeanor.

Heavy-Duty Truck Towing Study Committee (Study Committee) — Establishes the
six-member Study Committee to review prescribed practices pertaining to towing vehicles
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weighing at least 26,000 pounds from private property and outlines Study Committee membership.
The Study Committee must submit a report on the Study Committee's activities to the Governor
and Legislature by June 30, 2027. Terminates the Study Committee on January 1, 2028.

DPS Towing and Compliance Enforcement Unit — By December 31, 2026, DPS must
submit a report to the Legislature on establishing and administering a towing and compliance
enforcement unit within DPS to regulate private towing carriers in Arizona.

The Governor indicates in her veto message that she has already signed S.B. 1366 which
establishes a study committee within DPS to examine towing and impoundment practices for
public property and that before establishing another study committee focused on towing on private
property, it is important to review the findings and recommendations from the initial study.

artificial intelligence service; disclosures; requirements (H.B. 2311) - VETOED

Beginning October 1, 2027, requires each operator of a publicly available conversational
artificial intelligence (Al) service to clearly and conspicuously disclose to each account holder that
the account holder is interacting with a conversational Al service and outlines requirements and
prohibitions regarding minor account holders, age-verification-related data collection and
conversational Al service responses to suicidal ideation or self-harm prompts.

Each publicly available conversational Al service operator (operator) must use a persistent
visible disclaimer and a disclaimer at the beginning of each conversational Al session that appears
every three hours during a continuous interaction to disclose to each account holder that the person
is interacting with a conversational Al service. Outlines reasonable measures that each operator
must implement to prevent a conversational Al service from performing specified functions.

For minor account holders, each operator must institute reasonable measures to prevent the
conversational Al service from generating statements that would lead a reasonable person to
believe that the person is interacting with a human. Tools for managing a minor account holder's
privacy and account settings must be offered to the minor account holder and the minor's parent
or guardian if the minor is under 13 years old or as appropriate based on relevant risks.

An operator may not condition access to a conversational Al service on the use of a digital
age identification system, unless required by federal law. An age assurance method may collect
only the minimum amount of data that is reasonably necessary. Outlines prohibitions on the use
of data that is collected solely to comply with the conversational Al service requirements,
including the prohibition on a government agency from compelling an operator to disclose
personal or age-related data, unless the disclosure is required by a warrant.

An operator who violates the prescribed conversational Al service requirements and
prohibitions is subject to an injunction and is liable for specified damages or penalties. The
Attorney General may not expand the conversational Al service requirements and the prescribed
conversational Al service requirements may not be used to implement a system that tracks an
account holder's online activity.

The Governor indicates in her veto message that H.B. 2311 prohibits families from
bringing lawsuits, limits damages to families and restricts the state's ability to bring actions.
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artificial intelligence; state agencies; rules (H.B. 2592) - VETOED

Requires the Director of the Arizona Department of Administration (Director) to require
each budget unit to: 1) identify opportunities to implement artificial intelligence (Al) system
solutions that reduce administrative burdens; 2) eliminate regulations that unnecessarily restrict Al
innovation; 3) streamline procurement processes to enable the adoption of Al; 4) review existing
regulations that affect Al system development; and 5) modify or eliminate any Al system
regulation that creates unreasonable barriers to Al innovation. A budget unit may not adopt rules
that specifically regulate Al systems or computational resources, unless the: 1) Legislature
provides express statutory delegation to address a specific harm; 2) rule is the least restrictive to
achieve the statutory objective; 3) benefit of the rule outweighs the impact on innovation and
competition; and 4) rule does not create a barrier to market entry or an advantage to an incumbent
firm. By December 1, the Director must annually report to the Governor and Legislature on the
implementation and effectiveness of Al systems by budget units during the preceding fiscal year.

The Governor indicates in her veto message that H.B. 2592 is redundant of actions that the
state is already taking and will create barriers to the efficient and responsible adoption of Al.

driver license; enhanced; mobile; prohibition (H.B. 2957) - VETOED

Requires the Arizona Department of Transportation (ADOT) to continue to make available
to Arizona residents driver and nonoperating identification licenses that are not compliant with the
federal REAL ID Act and requires ADOT to ensure that each person who applies for a driver or
nonoperating identification license is informed that the person may choose a REAL ID or
non-REAL ID license. Any communication used to describe or promote the REAL ID must also
state that using a REAL ID-compliant license is voluntary. Prohibits ADOT from retaining any
copies of source documents used to verify a person's identity when issuing a non-REAL ID license
and prohibits any information that is collected from being accessible to, shared with or stored in
any interstate, federal or international database system, with certain exceptions. Requires a
physical driver or nonoperating identification license to be accepted for all identification purposes.

Conditions the repeal of the requirements relating to issuing REAL ID licenses and
compliance measures on: 1) the repeal of division B of the REAL ID Act; 2) the modification of
the federal definition of official purpose for the REAL ID driver license and identification card; or
3) a change to federal laws or rules that prohibits state issuance of non-REAL ID compliant driver
licenses or nonoperating identification licenses. ADOT must notify the Director of the Legislative
Council of the date on which any of the outlined conditions for repeal are met.

The Governor indicates in her veto message that H.B. 2957 does not strengthen required
federal identification-verification safeguards.

DPS: legal representation; appropriation (H.B. 2993) - VETOED

Appropriates $6,400,000 from the Consumer Protection-Consumer Fraud Revolving Fund
in FY 2026 to the Department of Public Safety (DPS). Exempts DPS from the prohibition on state
agencies employing legal counsel and spending monies for legal services.
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The Governor indicates in her veto message that H.B. 2993 would divert monies from
consumer protection programs and the preferred funding source for the supplemental appropriation
to DPS is the Highway Patrol Fund.

attorney general; legal counsel; exemption (H.B. 4049) — VETOED

SEE THE GOVERNMENT COMMITTEE.

VETOED FY 2026 - FY 2027 STATE BUDGET PACKAGES

2026-2027; general appropriations act. (H.B. 4138/S.B. 1831) - VETOED

The FY 2027 budget includes spending in the total amount of $17.95 billion and a cash
balance of $10.5 million. The vetoed budget includes ongoing and one-time revenues of $17.97
billion.

The budget includes FY 2027 (unless otherwise stated) one-time additional state General
Fund (state GF) spending as follows:

State GF $
(in Millions)*
Arizona Depar_tment of Administration (ADOA) — School Facilities Division 1833
(SFD) - Building Renewal Grants
ADOA - SFD — New Construction Formula Savings (20.2)
Department of Child Safety (DCS) — Congregate Care Funding 36.9
DCS - Continue and Expand Extended Foster Care Coaching 8.2
Arizona De_partment_of Cor_rections, Rehabilitation and Reentry (ADCRR) - 214
4% Correctional Officer Stipend
Arizona Criminal Jus_tice Commission — Victims of Crime Act (VOCA) 9 95
Federal Funds Backfill
Department of Economic Security (DES) — VOCA Federal Funds Backfill 115
DES - Child Care Funding 44.8
DES - Developmental Disabilities High Need Client Supplement 17.9
Arizona Department of Education (ADE) — Formula — FY 2026 (79.1)
ADE - Unused Land Trust Balances (8.0)
ADE - Fund 3rd Year Low-Income Weight Increase 37.0
ADE - Fund 3rd Year Additional Assistance Increase 29.0
ADE - No School Meal Copay for 130-185% Federal Poverty Level 2.0
étr_izon(? Department of Juvenile Corrections — 4% Correctional Officer 05
ipen
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State GF $
(in Millions)*

Department of Public Safety (DPS) — VOCA Federal Funds Backfill 9.3
DPS — Highway Patrol Operating Expenses — Highway Patrol Fund — FY

4.75
2026
State Employee Health Insurance Funding 232.0
Health Insurance Employee Premium Increase Savings (3.6)

*Figures are rounded.

The budget also includes ongoing additional state GF spending as follows:

State GF $
(in Millions)*
Arizona Health Care Cost Containment System — Formula Adjustments (42.0)
Arizona Commerce Authority — Eliminate Annual Competes Fund Deposit (0.5)
ADE - Formula (92.1)
Arizona Office of Tourism — Eliminate Agency General Fund Appropriation (8.2)
5% Statewide Lump Sum Reduction — excludes ADCRR, DCS and DPS (99.2)
Eliminate Rio Nuevo Transportation Privilege Tax Diversion (19.0)
Statewide Retirement Cost Adjustment (3.8)

*Figures are rounded.

Major Footnote Changes

The budget includes the following major footnote additions, deletions and modifications.
This list does not include footnotes pertaining to one-time reports, appropriations or footnote
changes conforming to enacted policy.

ADOA -SED

e Allows the SFD to use the unencumbered balance of $20,622,600 in the New School Facilities
Fund for facilities and land costs for school districts that received SFD final approval by
December 15, 2025.

Arizona State Schools for the Deaf and the Blind (ASDB)

e Requires ASDB, by September 1, 2026, to submit a report to the Joint Legislative Budget
Committee (JLBC) that details the schools' budgetary and operational changes since FY 2026.

ADE

e Requires ADE to distribute monies for district additional assistance and charter additional
assistance based proportionally on the additional assistance funding received by each district
in FY 2027.
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e Requires ADE to distribute the appropriation for the one-time Free and Reduced-Price Lunch
(FRPL) group B weight supplement to school districts and charter schools on a pro rata basis
using the weighted student count for FRPL students for that district or school.

e Requires ADE to allocate monies for the one-time school meal grants to school districts and
charter schools that participate in the National Lunch Program or School Breakfast Program
under the National School Lunch and Child Nutrition Acts for grants to reduce or eliminate
copayments that would be charged to eligible children for reduced-price meals.

Secretary of State (SOS)

e Requires the SOS, within 15 days after the last day of each month, to report to the Director of
JLBC and the Director of the Governor's Office of Strategic Planning and Budgeting on the
previous month's expenditures and fiscal year-to-date expenditures for election services.

The Governor indicates in her veto message that H.B. 4138, and this version of the FY
2027 budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; amusements. (H.B. 4139/S.B. 1832) - VETOED

Makes the following session law changes relating to amusements necessary to reconcile
the FY 2027 state budget:

Continues to require the Arizona Department of Gaming (ADG), in FY 2027, to establish
and collect, in addition to statutorily authorized deductions, a regulatory assessment from each
commercial racing permittee in the amount of 0.5 percent of the amounts wagered, payable from
peri-mutuel pools from in-state and out-of-state live and simulcast races. Continues to authorize
the ADG, for race meetings in 2026 and 2027, to allow a first-time starter horse to race as long as
the horse has gate approval and at least two timed workouts, one of which must be an out-of-the-
gate workout conducted within 60 days of the race in which the horse is entered.

The Governor indicates in her veto message that H.B. 4139, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; state budget implementation. (H.B. 4140/S.B. 1833) - VETOED

Makes the following session law changes necessary to implement the FY 2027 state budget:

Retroactive to July 1, 2026, continues to require any unrestricted federal monies received
by the state in FY 2027 to be deposited into the state General Fund (state GF) to pay essential
government services.

Continues to: 1) suspend the Budget Stabilization Fund (BSF) cap of 10 percent of state
GF revenue for FY 2027; 2) state that the Legislature is not required to appropriate monies to or
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transfer monies from the BSF in FYs 2027 and 2028; and 3) prohibit the State Treasurer from
transferring any surplus monies from the BSF to the state GF in FY 2027.

Requires the Governor's executive budget submission to the Legislature for FY 2028 to
include: 1) a full accounting of monies available for expenditure from the government efficiency
and reform initiative savings; 2) a report that demonstrates how the government efficiency and
reform initiative savings target of $100 million will be accomplished; and 3) a comprehensive list
of component initiatives, by savings amount, for each affected agency.

The Governor indicates in her veto message that H.B. 4140, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

capital outlay; 2026-2027; appropriations. (H.B. 4141/S.B. 1834) - VETOED

Capital outlay expenditures account for $0 of FY 2027 state budget expenditures.

Building Renewal — Appropriates $48,220,300 in FY 2027 to the following state agencies
from the specified funds for major maintenance and repair activities for state buildings:

Agency Fund Amount
. - i Capital Outlay Stabilization
Arizona Department of Administration (ADOA) Fund (COSF) $16,800,000
Arizona Department of Corrections, ADCRR Building Renewal $5.864.300
Rehabilitation and Reentry (ADCRR) Fund e
Arizona Game and Fish Department (AZGFD) AZGFD Fund $1,932,900
Arizona State Lottery Commission State Lottery Fund $237,800
_ _ State Highway Fund (SHF) | $22,990,400
Arizona Department of Transportation (ADOT) —
State Aviation Fund $394,900

Requires ADOA to allocate appropriated monies to state agencies for necessary building
renewal and allows ADOA to use appropriated monies for building projects related to retrofitting
facilities for space consolidation initiatives. Reduces the ADOA appropriation for building
renewal by the difference between the amount appropriated and the balance in the COSF, if COSF
monies are insufficient to fund the appropriation. ADCRR may not spend building renewal
appropriations on personal services or overhead expenses related to managing funded projects.

Statewide Highway Construction — Appropriates $432,663,000 from the SHF in FY 2027
to ADOT to plan and construct state highways, acquire rights-of-way and provide for the cost of
contracted field administration and construction project engineering and debt service payments on
specified bonds. Appropriates balances and collections in the SHF that exceed the amount
appropriated by the FY 2027 General Appropriations Act and Capital Outlay Budget
Reconciliation Bill to ADOT for authorized purposes. Prescribes reporting and oversight
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requirements for outlined highway construction expenses, capital outlay information, outstanding
debt principal balance and debt service payments.

Airports — Appropriates $29,048,900 from the State Aviation Fund in FY 2027 to ADOT
for airport planning, construction, development and improvements. Appropriates balances and
collections in the State Aviation Fund that exceed the amount appropriated by the FY 2027 General
Appropriations Act and Capital Outlay Budget Reconciliation Bill to ADOT for authorized
purposes. Prescribes reporting requirements for aviation grant awards and distributions.

Miscellaneous — Delays, from FY 2028 to FY 2029, the $25,000,000 appropriation from
the state GF to the Arizona Department of Veterans' Services to establish a veterans' home facility
in the northwestern portion of the state. Appropriates $26,300,000 from the state General Fund
(state GF) in FY 2029 to the State Match Advantage for Rural Transportation Fund. Transfers, by
June 30, 2026, the FY 2026 $2,500,000 reduction to the appropriation to rehabilitate pavement
along U.S. Route 191 between Armory Road and East Safford from the SHF to the state GF for
the support and maintenance of state agencies.

Prohibits any capital outlay appropriation from being spent on personal services or
employee-related expenditures, except for services provided by the inmate construction program
for correctional facilities. ADOA may spend up to five percent of all capital outlay appropriations,
excluding distributions to nonstate agencies, for expenditures for project management of building
renewal and capital projects and may not spend capital outlay appropriations on personal services
or employee-related expenditures or maintenance contracts on building components and
equipment without review by the Joint Committee on Capital Review.

The Governor indicates in her veto message that H.B. 4141, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; commerce. (H.B. 4142/S.B. 1835) - VETOED

Makes the following statutory and session law changes relating to commerce necessary to
reconcile the FY 2027 budget:

Eliminates the annual State Lottery Fund allocation to the Arizona Competes Fund.

The Governor indicates in her veto message that H.B. 4142, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; criminal justice. (H.B. 4143/S.B. 1836) — VETOED

Makes the following statutory changes relating to criminal justice necessary to reconcile
the FY 2027 state budget:
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Requires the Arizona Department of Corrections, Rehabilitation and Reentry to provide an
annual report on bed capacity to the Joint Legislative Budget Committee by November 1.

The Governor indicates in her veto message that H.B. 4143, and this version of the FY
2027 budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; environment. (H.B. 4144/S.B. 1837) — VETOED

Makes the following session law changes relating to the environment necessary to
implement the FY 2027 state budget:

Arizona Department of Environmental Quality (ADEQ) — Continues to require the
Director of ADEQ to maintain fees in FY 2027 for vehicle emissions tests conducted in the
Phoenix metropolitan area at the same emission fee level as of June 30, 2025. Caps the
appropriation from the state General Fund to the Water Quality Assurance Revolving Fund at
$15,000,000 in FY 2027. Continues to authorize ADEQ to use up to $6,531,000 in FY 2027 from
the Underground Storage Tank Revolving Fund for administrative costs and remediating sewage
discharge issues Arizona border areas.

Arizona Department of Water Resources (ADWR) — Continues to authorize the Arizona
Water Protection Fund Commission to grant up to $336,000 of unobligated monies in the Arizona
Water Protection Fund to ADWR to pay administrative costs in FY 2027.

Arizona Navigable Stream Adjudication Commission (ANSAC) — Continues to allow
monies appropriated to ANSAC from the Arizona Water Banking Fund to be used for legal fees
in FY 2027.

The Governor indicates in her veto message that H.B. 4144, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; health care. (H.B. 4145/S.B. 1838) - VETOED

Makes the following statutory and session law changes relating to health care necessary to
reconcile the FY 2027 state budget:

Arizona Department of Administration (ADOA) — Directs ADOA to increase health
insurance premium contributions by 10 percent in plan year 2027 for state officers and employees.
The Legislature intends for ADOA to further increase state employee health insurance premium
contributions by an additional 5 percent in each of plan years 2028 and 2029.

Arizona Health Care Cost Containment System (AHCCCS) — Beginning January 1, 2027,
requires AHCCCS to establish outlined data-matching agreements with the Arizona Department
of Revenue, Department of Health Services and Department of Economic Security for review of
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member eligibility information. At least quarterly, AHCCCS must redetermine the eligibility of
able-bodied adult members who are not Americans Indians or Alaska Natives. AHCCCS may not:
1) accept self-attestation of certain eligibility information without independent verification before
enrollment, unless required by federal law; 2) request authority to waive or decline to periodically
check available income-related data sources to verify eligibility; or 3) accept eligibility
determinations from a federally facilitated exchange. AHCCCS may: 1) accept assessments from
a federally facilitated exchange but must independently verify eligibility and make eligibility
determinations; 2) execute a memorandum of understanding with any other state department for
statutorily required information; and 3) contract with independent vendors to provide additional
data for member eligibility information. By April 1, 2027, AHCCCS must submit to the U.S.
Centers for Medicare and Medicaid Services (U.S. CMS) any waiver request necessary to
implement the enrollment eligibility review requirements.

Requires AHCCCS to request approval from U.S. CMS for a Section 1115 waiver to allow
the elimination of mandatory hospital presumptive eligibility and restrict presumptive eligibility
determinations to children and pregnant women. If the Section 1115 waiver is denied, AHCCCS
must resubmit a subsequent request for approval within 12 months after each denial. Prescribes
requirements for AHCCCS and qualified hospitals when making a presumptive eligibility
determination.

Continues to allow AHCCCS to extend risk contingency rate settings for all managed care
organizations (MCOs) and funding for all MCO administrative funding levels imposed in contract
year 2010 for the contract year ending September 30, 2027. By December 31, 2027, AHCCCS
must transfer any federal Patient Protection and Affordable Care Act monies to the counties, per
the counties' proportional share of the state's contribution.

Continues to require AHCCCS to prepare and issue an annual report, by January 31, 2027,
to outlined officials regarding the costs and utilization of mental health medications during the
previous contract year, including data relating to the cost, utilization and claim status for mental
health medications.

Arizona Long Term Care System (ALTCS) Contributions — Outlines individual county
contributions for ALTCS. Directs the State Treasurer to withhold monies as prescribed to fulfill
county contribution obligations and deposit any paid or withheld county contributions into the
ALTCS Fund. Continues to authorize the State Treasurer to collect additional monies from
counties if the aggregate cost for ALTCS exceeds the amount specified in the FY 2027 General
Appropriations Act. The counties' share of the state's contribution must comply with federal
maintenance of effort requirements. Requires the Director of AHCCCS to notify the State
Treasurer of the counties' share of the state's contribution and report the amount to the Director of
the Joint Legislative Budget Committee.

County Acute Care — Outlines individual county contributions for county acute care.
Directs the State Treasurer to withhold monies as prescribed to fulfill county contribution
obligations for acute care and deposit any paid or withheld county contributions into the AHCCCS
and ALTCS Funds. Continues to require that 1/12th of the prescribed county acute care
contributions be made to the State Treasurer by the fifth day of each month. Upon request of the
Director of AHCCCS, the State Treasurer must require up to three months' payment in advance.
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Allows the Director of AHCCCS to instruct the State Treasurer to reduce or return county acute
care payments as outlined, if the payments exceed costs incurred by AHCCCS.

Disproportionate Share Hospital (DSH) Payments — Outlines DSH payment amounts for
qualifying nonstate-operated public hospitals, private qualifying DSHs and the Arizona State
Hospital (ASH). Outlines notification, payment distribution and deposit requirements for
AHCCCS after filing claims with the federal government and receiving federal financial
participation based on certified amounts. By March 31, 2027, ASH must provide specified forms
for qualifying DSH expenditures to AHCCCS. Continues to require AHCCCS to assist ASH in
determining the amount of qualifying DSH expenditures and maintains reporting requirements and
distribution procedures for federal matching funds for FY 2027.

Miscellaneous — Continues to exclude county contributions for costs of inpatient and
in-custody competency restoration treatment and Proposition 204 administrative costs from county
expenditure limitations.

The Governor indicates in her veto message that H.B. 4145, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; higher education. (H.B. 4146/S.B. 1839) - VETOED

Makes the following session law changes relating to higher education necessary to
reconcile the FY 2027 state budget:

Funds the FY 2027 operating state aid for community college districts (CCDs) and CCD
science, technology, engineering and mathematics and workforce development programs as
specified in the FY 2027 General Appropriations Act.

Continues, for FY 2027, to allow the Legislature to appropriate less than a two-to-one
match to student registration fees assessed by the Arizona Financial Aid Trust Fund.

The Governor indicates in her veto message that H.B. 4146, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; human services. (H.B. 4147/S.B. 1840) - VETOED

Makes the following statutory changes relating to human services necessary to reconcile
the FY 2027 budget:

Supplemental Nutrition Assistance Program (SNAP) Payment Error Rate — Requires the
Department of Economic Security (DES), by December 30, 2030, to reduce the SNAP payment
error rate to no more than three percent and establishes reporting requirements and procedures for
corrective action by the Auditor General (OAG). Beginning in FY 2027, DES must submit a
quarterly report to the Legislature detailing DES's monthly progress towards reducing the payment
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error rate. If DES fails to meet the annual interim targets or final target, DES must submit a
corrective action plan to the Legislature and pay 50 percent of any federal liabilities imposed due
to the excess payment error rate. If DES fails to comply with the corrective plan, DES funding
must be reduced by 10 percent until resolved. The OAG must complete a special audit by
November 15, 2027, to determine what factors contributed to the payment error rate and to
recommend actions to reduce the payment error rate. DES must implement the OAG's
recommendations within 12 months, unless the recommendations are waived by the Joint
Legislative Budget Committee. The OAG may request that DES submit a written status report
regarding implementation of the special audit recommendations. Repeals the SNAP payment error
rate requirements on January 1, 2033.

SNAP Fund - Establishes the SNAP Fund consisting of continuously appropriated monies
collected by DES from federal deposits under SNAP.

SNAP Eligibility and Enrollment — Prohibits DES from establishing a gross income limit
of more than 185 percent of the federal poverty level for SNAP recipients who are in categorically
eligible households. Requires DES to determine or evaluate SNAP eligibility by reviewing
information provided by specified state agencies and federal databases relating to potential
earnings, employment status and residency. On a least a quarterly basis, DES must post on its
public website the aggregated amounts obtained from noncompliance and fraud investigations
related to SNAP. If DES receives information indicating that an individual enrolled in SNAP has
had a change in circumstance that may affect eligibility, DES must review the individual's case.

Electronic Benefit Transfer (EBT) Transactions — Requires DES to use data from an EBT
card to identify any individual who has made purchases exclusively out-of-state over a 90-day
period and contact the identified individual within 30 days to determine whether the individual
resides in Arizona. If the individual does not reside in Arizona, DES must terminate assistance to
the individual, including SNAP benefits, within 30 days after contact and refer the individual to
the U.S. Attorney's Office for the district of Arizona within 15 days after termination.

Temporary Assistance for Needy Families (TANF) — Continues to require DES in FY
2027 to screen and test each adult who is eligible to receive TANF cash benefits and who DES has
reasonable cause to believe engages in the illegal use of controlled substances. Any TANF
recipient who tests positive for an unprescribed controlled substance is ineligible to receive TANF
benefits for one year.

The Governor indicates in her veto message that H.B. 4147, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; K-12 education. (H.B. 4148/S.B. 1841) - VETOED

Makes the following statutory and session law changes relating to K-12 education
necessary to reconcile the FY 2027 state budget:

Basic State Aid — Increases the base level in FY 2027 from $5,113.26 to $5,215.53 per
pupil. Increases transportation support levels and charter additional assistance amounts by two
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percent for standard inflation. Updates TY 2026 qualifying tax rates to reflect annual truth-in-
taxation rate adjustments.

Arizona State Schools for the Deaf and the Blind (ASDB) — Establishes the Property
Proceeds Fund (Property Fund), administered by ASDB, and consisting of proceeds from the sale
or lease of ASDB school buildings and grounds. ASDB must deposit all monies received for the
sale or lease of building and grounds in the Property Fund, except as specified. In any fiscal year
in which the Legislature appropriates monies from the Property Fund to ASDB, ASDB must
prepare an expenditure plan for the monies and submit the plan to the Joint Legislative Budget
Committee for review.

Before ASDB may sell school buildings or grounds, ASDB must: 1) determine the
appraised value by ordering independent appraisals from at least two different firms; 2) submit the
proposal to sell the property to the Joint Committee on Capital Review for review; and 3) sell the
property to the highest and most responsible bidder at a public sale, except that ASDB may not
accept a bid that is lower than the appraised value.

Miscellaneous — Allows the Arizona Department of Education (ADE) to use Failing
Schools Tutoring Fund monies in FY 2027 for specified school improvements and requires ADE
to report the proposed expenditures by September 1, 2026, as outlined.

The Governor indicates in her veto message that H.B. 4148, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; local government. (H.B. 4149/S.B. 1842) — VETOED

Makes the following session law changes relating to local governments necessary to
reconcile the FY 2027 state budget:

Continues to allow counties with a population of fewer than 250,000 persons to use up to
$1,250,000 of any source of county revenue to meet any county fiscal obligation in FY 2027. By
October 1, 2026, a county using the flexible authority must report to the Director of the Joint
Legislative Budget Committee: 1) whether the county used a revenue source for purposes other
than outlined to meet a county fiscal obligation; and 2) the specific source and amount of revenues
that the county intends to use in FY 2027.

The Governor indicates in her veto message that H.B. 4149, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

management; state properties; 2026-2027. (H.B. 4150/S.B. 1843) - VETOED

Makes the following session law change relating to the management of state buildings
necessary to reconcile the FY 2027 state budget:
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Continues to set the Capital Outlay Stabilization Fund square-footage rental rates for state-
owned buildings at $17.87 for office space and $6.43 for storage space in FY 2027.

The Governor indicates in her veto message that H.B. 4150, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; revenue. (H.B. 4151/S.B. 1844) - VETOED

Makes the following statutory and session law changes relating to revenue necessary to
implement the FY 2027 state budget:

Extends, from June 30, 2028, to June 30, 2029, the requirement for the Arizona Department
of Revenue (ADOR) to assess, collect and transfer fees from specified entities to implement the
ADOR Integrated Tax System Modernization Project. Declares the Legislature's intent for FY
2027 that the share of fees for the ADOR Integrated Tax System Modernization Project is
determined as outlined and that the assessment and transfers do not exceed: 1) $6,286,300 in total
fees assessed on government entities; 2) $762,300 from additional education transaction privilege
tax revenues; and 3) $169,800 in marijuana excise tax revenues.

The Governor indicates in her veto message that H.B. 4151, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; taxation; omnibus. (H.B. 4152/S.B. 1845) - VETOED

Makes the following statutory and session law changes relating to taxation necessary to
implement the FY 2027 state budget:

Conformity — Retroactive to January 1, 2025, updates the statutory definition of Internal
Revenue Code to include all federal provisions in effect as of January 1, 2026, with the specific
adoption of all retroactive effective dates.

Income Tax — Replaces the Arizona-specific standard deduction by coupling with the
federal standard deduction, maintains the current $10,000 state and local taxes deduction and
increases the Dependent Tax Credit. For taxable years beginning January 1, 2026, allows a
taxpayer that takes the standard deduction to increase the deduction by an amount equal to the total
amount of the taxpayer's charitable contributions, rather than up to 25 percent of qualifying
contributions, and prescribes a charitable contribution deduction cap.

For only TY 2025, establishes individual income tax subtractions for the amount received
during the taxable year that is deducted under the relevant federal income tax deduction for
qualified senior income and passenger vehicle loan interest.
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For taxable years beginning January 1, 2025, establishes individual income tax subtractions
for the amount received during the taxable year that is deducted under the relevant federal income
tax deduction for qualified tips and overtime compensation. For taxable years beginning January
1, 2026, establishes individual income tax subtractions for a specified amount of distributions from
a Trump Account, qualifying child and dependent care expenses and contributions to or
distributions from certain retirement accounts.

Tax Credits — Eliminates the refundable portion of the individual and corporate Research
and Development Tax Credit and repeals the following tax credits: 1) the insurance premium,
individual and corporate Credit for New Employment; 2) the individual Credit for Solar Energy
Devices; 3) the individual and corporate Renewable Energy Production Tax Credit; and 4) the
corporate Credit for Pollution Control Equipment.

Rio Nuevo Multipurpose Facility District — Repeals the requirement for the State
Treasurer to divert state transaction privilege tax (TPT) revenues each month to the Rio Nuevo
Multipurpose Facility District and repeals the TPT deduction and use tax exemption for the sale
or lease of solar energy devices.

Scholarship Graning Organizations (SGOs) — Declares the state's election to participate
in the federal tax credit for individuals who make qualified contributions to SGOs and requires the
Arizona Department of Revenue (ADOR) to administer the credit to ensure the state is eligible to
participate beginning January 1, 2027. A nonprofit that meets specified requirements may apply
to ADOR for certification as an SGO and ADOR must certify a qualifying nonprofit as an SGO.
ADOR must annually submit a list of certified SGOs to the U.S. Secretary of the Treasury and,
beginning January 1, 2027, certified SGOs may begin providing scholarships to eligible students
for any qualified education expenses.

The Governor indicates in her veto message that H.B. 4152, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.

2026-2027; transportation. (H.B. 4153/S.B. 1846) — VETOED

Makes the following statutory changes relating to transportation necessary to reconcile the
FY 2027 state budget:

Requires the Arizona Department of Transportation, by July 31, to submit an annual report
to the Joint Legislative Budget Committee on the progress in improving Motor Vehicle Division
wait times and vehicle registration renewal-by-mail turnaround times.

The Governor indicates in her veto message that H.B. 4153, and this version of the FY
2027 state budget as a whole, would cause Arizona to default on its debt obligations, endanger
vulnerable children, cut public safety funding and provide tax breaks for billionaires, data centers
and special interests.
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