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A N  ACT 

AMENDING T I T L E  3 6 .  CHAPTER 2 9 ,  A R T I C L E  1. ARIZONA R E V I S E D  STATUTES.  BY A D D I N G  
S E C T I O N  3 6 - 2 9 0 7 . 0 8 :  AMENOING S E C T I O N  3 6 - 2 9 2 1 ,  A R I Z O N A  R E V I S E D  S T A T U T E S :  
AMENOING S E C T I O N  3 6 - 2 9 2 2 .  A R I Z O N A  R E V I S E D  STATUTES;  AMENOING T I T L E  36. 
CHAPTER 29. A R T I C L E  1. ARIZONA R E V I S E D  STATUTES.  BY A D D I N G  S E C T I O N  36-2923; 
AMENDING LAWS 1 9 9 6 .  F I F T H  S P E C I A L  S E S S I O N .  CHAPTER 5. S E C T I O N  7:  P R O V I D I N G  
FOR C O N D I T I O N A L  DELAYED REPEAL: M A K I N G  AM A P P R O P R I A T I O N :  R E L A T I N G  T O  T H E  
M E D I C A L L Y  NEEDY ACCOUNT OF THE TOBACCO TAX AND H E A L T H  CARE FUND. 

B e  i t  e n a c t e d  by t h e  L e g i s l a t u r e  of t h e  S t a t e  o f  A r i z o n a :  
S e c t i o n  1. T i t l e  3 6 .  c h a p t e r  2 9 ,  a r t i c l e  1. A r i z o n a  R e v i s e d  S t a t u t e s .  

i s  a m e n d e d  by a d d i n g  s e c t i o n  3 6 - 2 9 0 7 . 0 8 .  t o  r e a d :  
3 6 - 2 9 0 7 . 0 8 .  B a s i c  c h i l d r e n ' s  m e d i c a l  s e r v i c e s  o r o a r a m :  

d e f i n i t i o n  
A.  B E G I N N I N G  ON OCTOBER 1. 1 9 9 6 .  THE B A S I C  C H I L D R E N ' S  M E D I C A L  S E R V I C E S  

PROGRAM I S  E S T A B L I S H E D  TO PROVIDE GRANTS TO H O S P I T A L S  THAT E X C L U S I V E L Y  SERVE 
THE M E D I C A L  NEEDS OF CHILDREN OR T H A T  OPERATE PROGRAMS DESIGNED P R I M A R I L Y  FOR 
C H I L D R E N .  THE D IRECTOR OF THE DEPARTMENT OF HEALTH SERVICES.  PURSUANT T O  AN 
INTERGOVERNMENTAL AGREEMENT WITH THE D IRECTOR OF THE A R I Z O N A  H E A L T H  CARE COST 
CONTAINMENT SYSTEM AND SUBJECT TO THE A V A I L A B I L I T Y  OF MONIES.  S H A L L  IMPLEMENT 
AND OPERATE T H I S  PROGRAM ONLY TO THE EXTENT THAT FUNDING I S  A V A I L A B L E  AND H A S  
BEEN S P E C I F I C A L L Y  D E D I C A T E D  FOR T H E  PROGRAM. 

B .  T O  R E C E I V E  A  GRANT UNDER T H I S  S E C T I O N .  A  H O S P I T A L  S H A L L  S U B M I T  AN 
A P P L I C A T I O N  AS PRESCRIBED BY THE D IRECTOR OF T H E  DEPARTMENT OF H E A L T H  
S E R V I C E S  I N  A  R E W E S T  FOR PROPOSAL T H A T  I N D I C A T E S  T O  T H E  D I R E C T O R ' S  
S A T I S F A C T I O N  T H A T  T H E  A P P L I C A N T  AGREES TO: 

1. USE GRANT PROGRAM MONIES T O  ENHANCE T H E  A P P L I C A N T ' S  P R O V I S I O N  O F  
A D D I T I O N A L  M E D I C A L  SERVICES TO C H I L D R E N  AND T O  IMPROVE T H E  A P P L I C A N T ' S  
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A B I L I T Y  TO DELIVER I N P A T I E N T .  OUTPATIENT AND S 
TO INDIGENT,  UNINSURED OR UNDERINSURED CHILD1 
RECEIVE SERVICES UNDER T H I S  ARTICLE.  

P E C I A L I Z E D  C L I N I C A L  
I E N  WHO ARE NOT E L I  

SERVICES 
G I B L E  TO 

2 .  ESTABLISH AND ENFORCE A S L I D I N G  FEE SCALE FOR CHILDREN WHO ARE 
PROVIDED SERVICES WITH GRANT MONIES. 

3. ACCOUNT FOR MONIES COLLECTED PURSUANT TO PARAGRAPH 2 OF T H I S  
SUBSECTION SEPARATELY FROM A L L  OTHER INCOME I T  RECEIVES AND TO REPORT T H I S  
INCOME ON A QUARTERLY B A S I S  TO THE ADMINISTRATION.  

4 .  USE THE GRANT TO SUPPLEMENT MONIES ALREADY AVAILABLE  TO THE 
APPLICANT. 

5 .  MATCH THE GRANT AS PRESCRIBED BY THE DIRECTOR BY RULE WITH PRIVATE 
MONIES THE APPLICANT HAS PLEDGED FROM PRIVATE SOURCES. THE DIRECTOR SHALL 
WAIVE T H I S  REQUIREMENT I F  THE APPLICANT I S  SEEKING THE GRANT TO QUALIFY FOR 
A PRIVATE OR PUBL IC  GRANT FOR THE DELIVERY OF INPAT IENT .  OUTPATIENT OR 
SPECIALIZED C L I N I C A L  CARE OF INDIGENT. UNINSURED OR UNDERINSURED CHILDREN WHO 
ARE NOT E L I G I B L E  TO RECEIVE SERVICES UNDER T H I S  ARTICLE.  

6. PROVIDE A MECHANISM TO ENSURE THAT GRANT PROGRAM MONIES ARE NOT 
USED F0.R CHILDREN WHO ARE E L I G I B L E  FOR SERVICES UNDER T H I S  ARTICLE.  

7 .  NOT USE GRANT MONIES TO FUND THE PROVISION OF EMERGENCY ROOM 
SERVICES. 

C. BY CONTRACT, THE DIRECTOR OF THE DEPARTMENT OF HEALTH SERVICES 
SHALL REQUIRE A GRANTEE TO: 

1. ANNUALLY ACCOUNT FOR A L L  EXPENDITURES I T  MAKES WITH GRANT PROGRAM 
MONIES DURING THE PREVIOUS YEAR. 

2 .  AGREE TO COOPERATE WITH ANY AUDITS  OR REVIEWS CONDUCTED BY T H I S  
STATE. 

3. AGREE TO THE REQUIREMENTS OF T H I S  SECTION AND OTHER CONDITIONS THE 
OIRECTOR DETERMINES TO BE NECESSARY FOR THE EFFECTIVE USE OF GRANT PROGRAM 
MONIES. 

0 .  THE OIRECTOR OF THE DEPARTMENT OF HEALTH SERVICES MAY L I M I T  EITHER 
OR BOTH THE GRANT AMOUNT PER CONTRACT OR THE NUMBER OF CONTRACTS AWARDED. 
I N  AWARDING CONTRACTS TO Q U A L I F I E D  APPLICANTS THE DIRECTOR SHALL CONSIDER: 

1. THE AMOUNT OF MONIES AVAILABLE  FOR THE GRANT PROGRAM. 
2 .  THE NEED FOR GRANT MONIES I N  THE AREA SERVED BY THE APPLICANT AS 

STATED BY THE APPLICANT I N  THE RESPONSE TO THE REQUEST FOR PROPOSALS AND AS 
RESEARCHED BY THE ADMINISTRATION.  

3. THE NUMBER OF CHILDREN ESTIMATED TO BE SERVED BY THE APPLICANT WITH 
GRANT PROGRAM MONIES. 

4 .  THE SERVICES THAT W I L L  BE PROVIDED OR MADE AVAILABLE  WITH GRANT 
PROGRAM MONIES. 

5. THE PERCENTAGES OF GRANT MONIES THAT THE APPLICANT INDICATES W I L L  
BE RESERVED FOR ADMINISTRATIVE EXPENDITURES. DIRECT SERVICE EXPENDITURES AND 
MEDICAL CARE PERSONNEL COSTS. 
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6 .  T H E  F I N A N C I A L  A N 0  PROGRAMMATIC A B I L I T Y  OF THE A P P L I C A N T  TO MEET THE 
CONTRACT'S REQUIREMENTS. 

E. I F  T H E  DEPARTMENT OF HEALTH SERVICES DETERMINES THAT A H O S P I T A L  HAS 
USED GRANT MONIES I N  V I O L A T I O N  OF T H I S  S E C T I O N  I T  S H A L L  P R O H I B I T  T H A T  
H O S P I T A L  FROM R E C E I V I N G  A D D I T I O N A L  GRANT PROGRAM MONIES U N T I L  THE H O S P I T A L  
REIMBURSES T H E  DEPARTMENT. THE DEPARTMENT S H A L L  IMPOSE AN I N T E R E S T  PENALTY 
AS PRESCRIBED BY THE DIRECTOR OF T H E  DEPARTMENT OF HEALTH S E R V I C E S  BY RULE.  
THE D I R E C T O R  S H A L L  T R A N S M I T  P E N A L T I E S  COLLECTED UNDER T H I S  S E C T I O N  TO THE 
STATE TREASURER FOR D E P O S I T  I N  THE MEDICALLY NEEDY ACCOUNT OF T H E  TOBACCO T A X  
AND H E A L T H  CARE FUND. 

F. THE DIRECTOR O F  THE DEPARTMENT O F  HEALTH SERVICES MAY EXPEND MONIES 
FROM T H E  M E D I C A L L Y  NEEDY ACCOUNT O F  THE TOBACCO TAX AND H E A L T H  CARE FUNO 
TRANSFERRED PURSUANT TO S E C T I O N  36-2921, SUBSECTION A .  PARAGRAPH 7 FOR T H E  
PURPOSE O F  F U N D I N G  E V A L U A T I O N S  OF THE GRANT PROGRAM E S T A B L I S H E D  BY T H I S  
SECTION.  T H E  DIRECTOR S H A L L  ENSURE THAT ANY EVALUATION I S  STRUCTURED TO MEET 
A T  L E A S T  T H E  B A S E  REQUIREMENTS PRESCRIBED I N  S E C T I O N  3 6 - 2 9 0 7 . 0 7 .  

G. T H E  DIRECTOR O F  THE DEPARTMENT O F  HEALTH SERVICES MAY EXPEND MONIES 
FROM T H E  M E D I C A L L Y  NEEDY ACCOUNT O F  T H E  TOBACCO TAX AND H E A L T H  CARE FUND 
TRANSFERRED PURSUANT T O  S E C T I O N  3 6 - 2 9 2 1 .  SUBSECTION A, PARAGRAPH 7 FOR 
A D M I N I S T R A T I V E  COSTS A S S O C I A T E D  W I T H  THE ESTABLISHMENT OR T H E  OPERATION O F  
THE GRANT PROGRAM. T H E  AMOUNT WITHDRAWN ANNUALLY FOR GRANT PROGRAM 
A D M I N I S T R A T I V E  COSTS S H A L L  NOT EXCEED TWO PER CENT O F  T H E  SUM O F  ANY 
TRANSFERS O F  MONIES MADE PURSUANT TO S E C T I O N  3 6 - 2 9 2 1  AND ANY A P P R O P R I A T I O N  
OF M O N I E S  FOR T H E  S P E C I F I E D  PURPOSE O F  SUPPORTING THE NONENTITLEMENT B A S I C  
C H I L D R E N ' S  M E D I C A L  S E R V I C E S  PROGRAM E S T A B L I S H E D  I N  T H I S  S E C T I O N .  

H .  T H E  DEPARTMENT OF HEALTH S E R V I C E S  S H A L L  D I R E C T L Y  A D M I N I S T E R  T H E  
GRANT PROGRAM AND A L L  CONTRACTS E S T A B L I S H E D  PURSUANT TO T H I S  SECTION.  THE 
OIRECTOR O F  T H E  DEPARTMENT OF HEALTH S E R V I C E S  S H A L L  P U B L I S H  RULES PURSUANT 
TO T I T L E  4 1 .  CHAPTER 6 FOR THE GRANT PROGRAM BEFORE THE I S S U A N C E  O F  THE 
I N I T I A L  GRANT PROGRAM REQUEST FOR PROPOSALS. THE DIRECTOR OF THE DEPARTMENT 
OF H E A L T H  S E R V I C E S  AND T H E  CONTRACTOR S H A L L  S I G N  A CONTRACT BEFORE THE 
T R A N S M I S S I O N  O F  ANY TOBACCO TAX AND HEALTH CARE FUNO MONIES T O  T H E  
CONTRACTOR. 

I. I N  A D M I N I S T E R I N G  THE B A S I C  C H I L D R E N ' S  MEDICAL S E R V I C E S  PROGRAM AND 
AWARDING CONTRACTS E S T A B L I S H E D  PURSUANT TO T H I S  SECTION.  THE OIRECTOR OF THE 
DEPARTMENT O F  HEALTH S E R V I C E S  SHALL  SEEK TO E F F I C I E N T L Y  A N 0  E F F E C T I V E L Y  
COORDINATE T H E  D E L I V E R Y  O F  S E R V I C E S  PROVIDED THROUGH T H E  PROGRAM W I T H  
SERVICES PROVIDED THROUGH OTHER PRDGRAMS I N C L U D I N G  THOSE E S T A B L I S H E D  PURSUANT 
TO CHAPTER 2 .  A R T I C L E  3 O F  T H I S  T I T L E  AN0 SECTIONS 3 6 - 2 9 0 7 . 0 5  AND 3 6 - 2 9 0 7 . 0 6 .  
THE DIRECTOR S H A L L  SEEK TO ENSURE THAT T H I S  COOROINATION RESULTS I N  P R O V I D I N G  
FOR E I T H E R  OR BOTH THE COVERAGE OF A D D I T I O N A L  CHILDREN OR T H E  P R O V I S I O N  OF 
A D D I T I O N A L  M E D I C A L L Y  NECESSARY SERVICES TO CHILDREN I N S T E A D  O F  S U P P L A N T I N G  
E X I S T I N G  S E R V I C E  O P P O R T U N I T I E S  OR D U P L I C A T I N G  E X I S T I N G  PROGRAMS W I T H  NO 
ATTENDANT I N C R E A S E  I N  COVERAGE. 
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J .  FOR THE PURPOSES OF THIS SECTION, "GRANT PROGRAM" REFERS TO THE 
BASIC CHILDREN'S MEDICAL SERVICES PROGRAM. 

Sec .  2. S e c t i o n  36-2921,  Ar izona  Revised  S t a t u t e s ,  i s  amended t o  r ead :  
36-2921.  Tobacco t a x  a l l o c a t i o n  
A. S u b j e c t  t o  t h e  a v a i l a b i l i t y  o f  monies i n  the m e d i c a l l y  needy 

a c c o u n t  e s t a b l i s h e d  p u r s u a n t  t o  s e c t i o n  42-1241.  s u b s e c t i o n  C .  p a r a g r a p h  3 
t h e  a d m i n i s t r a t i o n  s h a l l  u s e  t h e  monies i n  t h e  a c c o u n t  i n  t h e  f o l l o w i n g  
o r d e r :  

1. The a d m i n i s t r a t i o n  s h a l l  w i thd raw t h e  amount n e c e s s a r y  t o  pay t h e  
s t a t e  s h a r e  o f  c o s t s  f o r  p r o v i d i n g  h e a l t h  c a r e  s e r v i c e s  t o  any person  who i s  
e l i g i b l e  p u r s u a n t  t o  s e c t i o n  36-2901.  pa rag raph  4 .  s u b d i v i s i o n s  ( a ) .  ( c )  and 
( h ) ,  and who becomes e l i g i b l e  for  h e a r t .  LUNG. HEART-LUNG. l i ve r  o r  
a u t o l o g o u s  and a l l o g e n e i c  bone marrow t r a n s p l a n t s  p u r s u a n t  t o  s e c t i o n  
36 -2907 .  s u b s e c t i o n  A.  p a r a g r a p h  11. SUBDIVISION ( d )  a s  d e t e r m i n e d  by t h e  
a d m i n i s t r a t o r  AND TO ANY PERSON WHO IS  E L I G I B L E  PURSUANT TO SECTION 36-2901. 
PARAGRAPH 4.  SUBDIVISION (b) AND WHO BECOME ELIGIBLE FOR LUNG OR HEART-LUNG 
TRANSPLANTS PURSUANT TO SECTION 36-2907.  SUBSECTION A .  PARAGRAPH 11. 
SUBDIVISION ( b ) .  AS DETERMINED BY THE ADMINISTRATOR. 

2 .  Beginning  on August  1. 1995 and on t h e  f i r s t  day  o f  e a c h  month 
t h e r e a f t e r ,  t h e  sum of  one  m i l l i o n  two hundred  f i f t y  t h o u s a n d  d o l l a r s  s h a l l  
b e  t r a n s f e r r e d  f rom t h e  m e d i c a l l y  needy a c c o u n t  t o  t h e  

. . 
MEDICAL SERVICES s t a b i l i z a t i o n  f u n d  f o r  u s e s  a s  

p r e s c r i b e d  i n  s e c t i o n  36-2922.  
3. From and af ter  August  1 ,  1995 and each  y e a r  t h e r e a f t e r .  t h e  

a d m i n i s t r a t i o n  s h a l l  t r a n s f e r  n o t  more t h a n  f i f t e e n  m i l l i o n  d o l l a r s  t o  t h e  
d e p a r t m e n t  o f  h e a l t h  s e r v i c e s  t o  be  a l l o c a t e d  as f o l l o w s  i f  t h e  depa r tmen t  
awards  a  c o n t r a c t :  

a  :bee-af& 
. . 

#I:, t;' f p  ONE-THIRD o f  t h e  t o t a l  amount 
t r a n s f e r r e d .  f o r  t h e  menta l  h e a l t h  g r a n t  program e s t a b l i s h e d  p u r s u a n t  t o  
s e c t i o n  36-3414.  

( b )  1 . . 
ONE-THIRD o f  t h e  t o t a l  amount 

t r a n s f e r r e d .  f o r  p r imary  c a r e  s e r v i c e s  e s t a b l i s h e d  p u r s u a n t  t o  s e c t i o n  
36 -2907 .05 .  

( c )  * t :: . . 

) ONE-THIRD o f  t h e  t o t a l  amount 
t r a n s f e r r e d .  f o r  g r a n t s  t o  t h e  communi t y  h e a l t h  c e n t e r s  e s t a b l i s h e d  
p u r s u a n t  t o  s e c t i o n  36-2907.06.  

4 .  From and a f t e r  August 1. 1995 .  t h e  a d m i n i s t r a t i o n  s h a l l  t r a n s f e r  
up t o  f i v e  hundred thousand d o l l a r s  a n n u a l l y  f o r  f i s c a l  y e a r s  1995-1996 and 
1996-1997 f o r  p i l o t  programs p r o v i d i n g  d e t o x i f i c a t i o n  s e r v i c e s  i n  c o u n t i e s  
hav ing  a  p o p u l a t i o n  of f i v e  hundred thousand p e r s o n s  o r  l e s s  a c c o r d i n g  t o  t h e  
most  r e c e n t  Uni ted  S t a t e s  d e c e n n i a l  c e n s u s .  
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5 .  The a d m i n i s t r a t i o n  s h a l l  t r a n s f e r  up t o  -two hundred f i f t y  thousand 
d o l l a r s  a n n u a l l y  f o r  f i s c a l  y e a r s  1 9 9 5 - 1 9 9 6 .  1 9 9 6 - 1 9 9 7  and 1 9 9 7 - 1 9 9 8  f o r  
t e l e m e d i c i n e  p i l o t  programs designed t o  f a c i l i t a t e  t h e  p r o v i s i o n  o f  medica l  
s e r v i c e s  t o  persons l i v i n g  i n  m e d i c a l l y  underserved areas as dH+ted PROVIDED 
i n  s e c t i o n  3 6 - 2 3 5 2 .  

6 .  THE A D M I N I S T R A T I O N  SHALL  TRANSFER UP TO ONE HUNDRED F I F T Y  THOUSAND 
DOLLARS ANNUALLY B E G I N N I N G  I N  F I S C A L  YEAR 1 9 9 6 - 1 9 9 7  FOR CONTRACTS BY THE 
DEPARTMENT OF H E A L T H  S E R V I C E S  W I T H  NONPROFIT ORGANIZATIONS THAT P R I M A R I L Y  
A S S I S T  I N  THE MANAGEMENT OF END STAGE RENAL D I S E A S E  AND RELATED PROBLEMS. 
CONTRACTS S H A L L  NOT I N C L U D E  PAYMENTS FOR TRANSPORTATION O F  P A T I E N T S  FOR 
D I A L Y S I S .  

7. CONTINGENT ON THE EXISTENCE OF A PREMIUM SHARING DEMONSTRATION 
PROJECT FUND. B E G I N N I N G  OCTOBER 1. 1996 AND U N T I L  SEPTEMBER 3 0 .  1 9 9 9 .  T H E  
A D M I N I S T R A T I O N  S H A L L  WITHDRAW THE SUM OF TWENTY M I L L I O N  DOLLARS I N  EACH OF 
F I S C A L  YEARS 1 9 9 6 - 1 9 9 7 .  1997-1998 AND 1998-1999 FOR D E P O S I T  I N  T H E  PREMIUM 
SHARING OEMONSTRATION PROJECT FUND ESTABLISHED B Y  'SECTION 36-2923 TO PROVIDE 
HEALTH CARE S E R V I C E S  TO ANY PERSON WHO I S  E L I G I B L E  FOR AN ARIZONA HEALTH CARE 
COST CONTAINMENT SYSTEM PREMIUM SHARING OEMONSTRATION PROGRAM ENACTED BY THE 
LEGISLATURE.  THE ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM PREMIUM SHARING 
DEMONSTRATION PROGRAM ENACTED BY THE LEGISLATURE S H A L L  NOT B E  AN ENTITLEMENT 
PROGRAM. 

8. SUBJECT TO THE A V A I L A B I L I T Y  OF MONIES.  THE ARIZONA HEALTH CARE COST 
CONTAINMENT SYSTEM A D M I N I S T R A T I O N  SHALL  TRANSFER TO THE DEPARTMENT OF HEALTH 
S E R V I C E S  UP TO F I V E  M I L L I O N  DOLLARS ANNUALLY B E G I N N I N G  I N  F I S C A L  YEAR 
1 9 9 6 - 1 9 9 7  FOR P R O V I D I N G  NONENTITLEMENT FUNDING FOR A B A S I C  C H I L D R E N ' S  M E D I C A L  
S E R V I C E S  PROGRAM E S T A B L I S H E D  BY S E C T I O N  3 6 - 2 9 0 7 . 0 8 .  T H E  A D M I N I S T R A T I O N  MAY 
ALSO WITHDRAW AND TRANSFER TO THE DEPARTMENT AMOUNTS FOR PROGRAM E V A L U A T I O N  
AND FOR A D M I N I S T R A T I V E  COSTS AS PRESCRIBED I N  S E C T I O N  3 6 - 2 9 0 7 . 0 8 .  

B .  The depar tment  o f  h e a l t h  s e r v i c e s  s h a l l  e s t a b l i s h  an accoun t ing  
p rocedure  t o  ensure t h a t  a l l  funds t r a n s f e r r e d  pu rsuan t  t o  t h i s  s e c t i o n  a r e  
m a i n t a i n e d  s e p a r a t e l y  f r o m  any o t h e r  funds.  

C. The a d m i n i s t r a t i o n  s h a l l  a n n u a l l y  w i t h d r a w  monies f rom t h e  
m e d i c a l l y  needy account i n  t h e  amount necessary t o  re imburse t h e  department 
o f  h e a l t h  s e r v i c e s  f o r  a d m i n i s t r a t i v e  c o s t s  t o  implement each program 
e s t a b l i s h e d  pu rsuan t  t o  s u b s e c t i o n  A o f  t h i s  s e c t i o n  n o t  t o  exceed two p e r  
c e n t  o f  t h e  amount t r a n s f e r r e d  f a r  each program. 

D.  The a d m i n i s t r a t i o n  s h a l l  a n n u a l l y  w i thd raw monies f r o m  t h e  
m e d i c a l l y  needy account i n  t h e  amount necessary t o  re imburse t h e  department 
o f  h e a l t h  s e r v i c e s  f o r  t h e  e v a l u a t i o n s  as p r e s c r i b e d  by s e c t i o n  3 6 - 2 9 0 7 . 0 7 .  

E. The a d m i n i s t r a t i o n  s h a l l  a n n u a l l y  r e p o r t ,  no l a t e r  than  November 
1 of each year .  t o  t h e  j o i n t  l e g i s l a t i v e  o v e r s i g h t  commit tee on t h e  tobacco 
t a x  and h e a l t h  c a r e  fund  t h e  annual revenues depos i ted  i n  t h e  m e d i c a l l y  needy 
accoun t  and t h e  e s t i m a t e d  e x p e n d i t u r e s  needed i n  t h e  subsequent y e a r  t o  
p r o v i d e  f u n d i n g  f o r  s e r v i c e s  p r o v i d e d  i n  s u b s e c t i o n  A .  paragraph 1 o f  t h i s  
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s e c t i o n .  The a d m i n i s t r a t i o n  s h a l l  immedia te ly  r e p o r t  t o  t h e  c o c h a i r s  o f  t h e  
o v e r s i g h t  commi t tee i f  a t  any t i m e  t h e  a d m i n i s t r a t i o n  e s t i m a t e s  t h a t  t h e  
amount a v a i l a b l e  i n  t h e  m e d i c a l l y  needy account w i l l  n o t  be s u f f i c i e n t  t o  
f u n d  t h e  maximum a l l o c a t i o n s  e s t a b l i s h e d  i n  t h i s  s e c t i o n .  

Sec. 3. S e c t i o n  36-2922. Ar izona Revised S t a t u t e s ,  i s  amended t o  read:  
36-2922. Med ica l  s e r v i c e s  s t a b i l i z a t i o n  fund: d e f i n i t i o n  
A. S u b j e c t  t o  t h e  a v a i l a b i l i t y  o f  monies as p r e s c r i b e d  i n  s e c t i o n  

36-2921, t h e  1 . . MEDICAL SERVICES 
s t a b i l i z a t i o n  f u n d  i s  e s t a b l i s h e d  i n  t h e  s t a t e  t r e a s u r y .  The a d m i n i s t r a t i o n  
s h a l l  a d m i n i s t e r  t h e  fund  as d i r e c t e d  by t h e  j o i n t  l e g i s l a t i v e  budget  
commit tee p u r s u a n t  t o  s u b s e c t i o n  B- E  o f  t h i s  s e c t i o n .  

B. The fund s h a l l  be used o n l y  t o  o f f s e t  . . i n c r e a s e s  i n  
t h e  c o s t  o f  p r o v i d i n g  l e v e l s  o f  s e r v i c e s  e s t a b l i s h z o  t h i s  a r t i c l e  
p r o v i d e d  t o  persons who are determined t o  be m e d i c a l l y  i n d i g e n t  pu rsuan t  t o  
s e c t i o n  11-297. m e d i c a l l y  needy pu rsuan t  t o  s e c t i o n  36-2905 o r  l o w  income 
c h i l d r e n  p u r s u a n t  t o  s e c t i o n  36-2905.03 as a u t h o r i z e d  p u r s u a n t  t o  t h i s  
s e c t i o n .  

C .  NOTWITHSTANDING SECTION 42-1241 OR 42-1242, THE FUND MAY ALSO BE 
USED TO OFFSET INCREASES I N  THE COST OF PROVIDING LEVELS OF SERVICES 
ESTABLISHED PURSUANT TO THIS ARTICLE TO PERSONS ELIGIBLE FOR THOSE SERVICES 
PURSUANT TO SECTION 36-2901. PARAGRAPH 4. SUBDIVISION ( b )  I F  THE INCREASE 
RESULTS FROM A DECREASE I N  FEDERAL FUNDING FOR LEVELS OF SERVICE INCLUDING 
A  DECREASE I N  THE FEDERAL MATCH RATE FOR LEVELS OF SERVICE PROVIDED TO 
PERSONS ELIGIBLE PURSUANT TO SECTION 36-2901. PARAGRAPH 4 .  SUBDIVISION ( b ) .  

& D. I f .  d u r i n g  a f i s c a l  yea r .  t h e  a d m i n i s t r a t i o n  determines t h a t  
t h e  amount t h e  l e g i s l a t u r e  a p p r o p r i a t e d  f o r  t h a t  f i s c a l  y e a r  f o r  s e r v i c e s  
p r o v i d e d  t o  persons who a re  determined t o  be . . 
P ELIGIBLE FOR SERVICES PURSUANT TO SECTION 
36-2901. PARAGRAPH 4. SUBDIVISION ( a ) .  ( b ) .  ( c )  OR ( h )  i s  i n s u f f i c i e n t  t o  pay 
f o r  u n a n t i c i p a t e d  i n c r e a s e s  i n  t h e  c o s t  o f  p r o v i d i n g  t h o s e  s e r v i c e s .  t h e  
a d m i n i s t r a t i o n  s h a l l  p r o v i d e  w r i t t e n  n o t i c e  o f  t h e  d e f i c i e n c y  t o  t h e  
cha i rpe rson  o f  t h e  j o i n t  l e g i s l a t i v e  budget commit tee and t h e  d i r e c t o r  o f  t h e  
g o v e r n o r ' s  o f f i c e  o f  s t r a t e g i c  p l a n n i n g  and b u d g e t i n g  w i t h  ev idence 
s u p p o r t i n g  t h e  d e t e r m i n a t i o n  o f  d e f i c i e n c y .  

8: E. On r e c e i v i n g  n o t i c e  under subsec t ion  G D  o f  t h i s  s e c t i o n .  t h e  
c h a i r p e r s o n  o f  t h e  j o i n t  l e g i s l a t i v e  budget commi t tee s h a l l  c a l l  a  p u b l i c  
committee meet ing t o  rev iew t h e . e v i d e n c e  o f  t h e  d e f i c i e n c y  p r e s e n t e d  by t h e  
a d m i n i s t r a t i o n .  A f t e r  r e v i e w i n g  t h e  evidence. t h e  commi t tee may recommend 
t o  t h e  a d m i n i s t r a t i o n  t o  w i thd raw an amount from t h e  f u n d  t h a t  i s  equal t o  

. . 
t h e  d e f i c i e n c y  t o  pay t h e  Y i n c r e a s e s  i n  t h e  c o s t  o f  p r o v i d i n g  
l e v e l s  of s e r v i c e  t k i ;  a+&d+. 

F. Fo r  t h e  purposes o f  t h i s  s e c t i o n  " l e v e l s  o f  s e r v i c e "  means t h e  
p r o v i d e r  payment methodology.  e l i g i b i l i t y  c r i t e r i a  and covered s e r v i c e s  
e s t a b l i s h e d  pu rsuan t  t o  t h i s  a r t i c l e  AND i n  e f f e c t  on J u l y  1. 1993. 
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Sec. 4.  T i t l e  36. chap te r  29. a r t i c l e  1. Ar izona Rev ised S t a t u t e s .  i s  
amended by add ing  s e c t i o n  36-2923. t o  read: 

36-2923. Premium s h a r i n a  demons t ra t i on  o r o i e c t  f u n d :  ouroose; 
e x o e n d i t u r e s :  l a o s i n a :  i nves tmen t :  d e f i n i t i o n  

A. A PREMIUM SHARING DEMONSTRATION PROJECT FUND I S  ESTABLISHED FOR 
COSTS ASSOCIATED WITH AN ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM PREMIUM 
SHARING DEMONSTRATION PROJECT THAT I S  TO PROVIDE UNINSURED PERSONS ACCESS TO 
MEDICAL SERVICES PROVIDED BY SYSTEM PROVIDERS. THE FUND CONSISTS OF MONIES 
DEPOSITED FROM THE MEDICALLY NEEDY ACCOUNT OF THE TOBACCO TAX AND HEALTH CARE 
FUNO PURSUANT TO SECTION 36-2921, SUBSECTION A. PARAGRAPH 6 AND PREMIUMS 
COLLECTED FROM DEMONSTRATION PROJECT PARTICIPANTS. THE ADMINISTRATION SHALL 
ADMINISTER THE FUND AS A CONTINUING APPROPRIATION. 

B. BEGINNING O N  OCTOBER 1. 1997. I F  A PREMIUM SHARING DEMONSTRATION 
PROJECT I S  ESTABLISHED. THE ADMINISTRATION SHALL SPEND MONIES I N  THE FUND 
THROUGH THE FIRST OUARTER OF FISCAL YEAR 2000-2001 TO COVER DEMONSTRATION 
PROJECT EXPENDITURES. THE ADMINISTRATION MAY CONTINUE TO MAKE EXPENDITURES 
FROM THE FUND. SUBJECT TO THE AVAILABILITY OF MONIES I N  THE FUND. FOR 
COVERING PROGRAM COSTS INCURRED BUT NOT PROCESSED BY THE ADMINISTRATION 
DURING THE FISCAL YEARS I N  WHICH THE PROGRAM OFFICIALLY OPERATED. 

C .  THE DIRECTOR MAY WITHDRAW NOT MORE THAN SEVENTY-FIVE THOUSAND 
DOLLARS FROM THE FUNO FOR THE FIFTEEN MONTH PERIOD BEGINNING JULY 1, 1996 AND 
ENDING SEPTEMBER 30. 1997 TO COVER ADMINISTRATIVE EXPENDITURES RELATED TO THE 
DEVELOPMENT OF A PREMIUM SHARING DEMONSTRATION PROJECT PROPOSAL OR ANY 
PREMIUM SHARING DEMONSTRATION PROJECT ANALYSIS REQUESTED BY A COMMITTEE OF 
THE LEGISLATURE. 

D. MONIES I N  THE FUND ARE EXEMPT FROM THE PROVISIONS OF SECTION 35-190 
RELATING TO LAPSING OF APPROPRIATIONS. EXCEPT THAT ALL UNEXPENOED AN0 
UNENCUMBERED M O N I E S  REMAINING ON OCTOBER 1. 2001 REVERT TO THE MEDICALLY 
NEEDY ACCOUNT OF THE TOBACCO TAX AND HEALTH CARE FUND. 

E. THE STATE TREASURER SHALL INVEST THE MONIES I N  THE FUNO AN0 
INVESTMENT INCOME SHALL BE CREDITED TO THE FUNO. 

F. FOR PURPOSES OF THIS SECTION. UNLESS OTHERWISE NOTED. 'FUNO" MEANS 
THE PREMIUM SHARING DEMONSTRATION PROJECT FUND. 

Sec. 5 .  Laws 1996. f i f t h  s p e c i a l  sess ion .  c h a p t e r  5 ,  s e c t i o n  7 i s  
amended t o  read:  

Sec. 7. AHCCCS w i t h d r a w a l s :  ourooses 
N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  o f  law. f o r  s t a t e  f i s c a l  y e a r  

1996-1997. t h e  Ar i zona  h e a l t h  c a r e  c o s t  conta inment  system a d m i n i s t r a t i o n  
s h a l l  wi thdraw. as necessary. t h e  sum o f  $16,544.000 f r o m  t h e  m e d i c a l l y  needy 
accoun t  o f  t h e  tobacco t a x  and h e a l t h  c a r e  f u n d  e s t a b l i s h e d  pu rsuan t  t o  
s e c t i o n  42-1241. subsec t ion  C .  paragraph 3. Ar izona Revised S t a t u t e s ,  s u b j e c t  
t o  t h e  a v a i l a b i l i t y  of monies i n  t h e  account  f o r  t h e  f o l l o w i n g  purposes and 
t h e  w i thd rawa ls  s h a l l  be made b e f o r e  t h e  w i t h d r a w a l s  f o r  t h o s e  purposes s e t  
f o r t h  i n  s e c t i o n  36-2921. A r i z o n a  Revised S t a t u t e s :  
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1. $10,000.000 t o  d i s c o n t i n u e  t h e  annual t e n  m i l l i o n  d o l l a r  d i s c o u n t  
on p r i v a t e  hosp i  t a 1  re imbursement  r e q u i r e d  by Laws 1993, second spec i  a1 
s e s s i o n .  c h a p t e r  6. s e c t i o n  39 as amended by Laws 1995. f i r s t  s p e c i a l  
sess ion .  c h a p t e r  5 .  s e c t i o n  10. 

2. $4,522,800 t o  c o n t i n u e  t h e  scheduled phase-out o f  t h e  q u i c k  payment 
d i s c o u n t  r e q u i r e d  by SECTIONS 8-512. 36-2903.01 AND 36-2904. ARIZONA REVISED 
STATUTES, LAWS 1992. CHAPTER 302. SECTION 14, AS AMENDED BY Laws 1993, second 
s p e c i a l  sess ion.  chap te r  6. s e c t i o n  27 AND Laws 1995. f i r s t  
s p e c i a l  sess ion ,  c h a p t e r  5, s e c t i o n  8- 6. AN0 LAWS 1993, SECOND SPECIAL 
SESSION, CHAPTER 6. SECTION 29. AS AMENDED BY LAWS 1995. FIRST SPECIAL 
SESSION. CHAPTER 5, SECTION 8. 

3. $2.021.200 t o  r e p l a c e  f e d e r a l  funds reduced due t o  t h e  l o w e r  
federa l  ma tch ing  a s s i s t a n c e  p e r c e n t a g e  f o r  f e d e r a l  f i s c a l  y e a r  1996-1997 as 
r e p o r t e d  b y  t h e  U n i t e d  S t a t e s  depar tment  o f  h e a l t h  and human s e r v i c e s .  

Sec. 6 .  Ar izona  h e a l t h  c a r e  c o s t  containment system ~ r e m i u m  
s h a r i n g  d e m o n s t r a t i o n  ~ r o l e c t  i m ~ l  e m e n t a t i o n  
commit tee:  recommendations 

A. The Ar i zona  h e a l t h  c a r e  c o s t  conta inment  system premium s h a r i n g  
d e m o n s t r a t i o n  p r o j e c t  i m p l e m e n t a t i o n  commi t t e e  i s  e s t a b l i s h e d  t o  make 
recommendations t o  t h e  governor  and t h e  l e g i s l a t u r e  r e g a r d i n g  t h e  
i m p l e m e n t a t i o n  o f  a  premium s h a r i n g  demons t ra t i on  program t o  b e g i n  October 
1. 1997. The commit tee s h a l l  use as t h e  p r i m a r y  f ramework i n  d e v e l o p i n g  
program recommendations t h e  c o n t e n t s  o f  House B i l l  2508 and Senate B i l l  1219 
i n t r o d u c e d  d u r i n g  t h e  second r e g u l a r  sess ion  o f  t h e  f o r t y - s e c o n d  l e g i s l a t u r e .  
The commi t tee s h a l l  recommend a  program des igned t o  a l l o w  e l i g i b l e  persons 
access t o  med ica l  s e r v i c e s  p r o v i d e d  by system p r o v i d e r s  t h r o u g h  a  c o s t  
s h a r i n g  arrangement w i t h  t h e  A r i z o n a  h e a l t h  care  c o s t  con ta inment  system 
a d m i n i s t r a t i o n .  

B. The p r e s i d e n t  o f  t h e  sena te  and t h e  speaker o f  t h e  house o f  
r e p r e s e n t a t i v e s  s h a l l  each a p p o i n t  t h r e e  members o f  t h e  l e g i s l a t u r e  t o  serve 
on t h e  imp lementa t ion  commit tee.  w i t h  no more than two appo in tees  f r o m  each 
house r e p r e s e n t i n g  t h e  same p o l i t i c a l  p a r t y .  The p r e s i d e n t  o f  t h e  senate  and 
t h e  speaker  o f  t h e  house o f  r e p r e s e n t a t i v e s  s h a l l  each s e l e c t  one o f  t h e i r  
t h r e e  a p p o i n t e e s  t o  be cocha i rmen o f  t h e  committee. The commi t tee s h a l l  
p r o v i d e  a  r e p o r t  o f  t h e i r  recommendations t o  t h e  governor ,  t h e  p r e s i d e n t  o f  
t h e  senate .  t h e  speaker of t h e  house o f  r e p r e s e n t a t i v e s .  t h e  s e c r e t a r y  of 
s t a t e .  t h e  d i r e c t o r  of t h e  department o f  l i b r a r y .  a rch ives  and p u b l i c  reco rds  
and t h e  d i r e c t o r  of t h e  A r i z o n a  l e g i s l a t i v e  c o u n c i l  by  November 15. 1996. 

C. When recommending e l i g i b i l i t y  c r i t e r i a  f o r  p r o j e c t  p a r t i c i p a n t s .  
t h e  commi t tee s h a l l  recommend t h e  household  income t h r e s h o l d  f o r  p r o j e c t  
p a r t i c i p a t i o n  t h a t  s h a l l  n o t  exceed t h r e e  hundred p e r  cen t  o f  t h e  f e d e r a l  
p o v e r t y  g u i d e l i n e s  p u b l i s h e d  by  t h e  U n i t e d  S ta tes  depar tment  o f  h e a l t h  and 
human s e r v i c e s .  The commit tee s h a l l  a l s o  deve lop recommendations r e g a r d i n g  
resource  and asset  t h r e s h o l d s  f o r  p r o j e c t  e l i g i b i l i t y .  E l i g i b i l i t y  c r i t e r i a  
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recommendations shall also include provisions t h a t  require a n  applicant for  
project  services t o  be a l l  of the following: 

1. A United States c i t izen or a legal a l ien.  
2. A resident of th i s  s t a t e .  
3. Uninsured for  a period of a t  l eas t  s i x  months before application 

for  project  services. 
4. Meet a m i n i m u m  resource t e s t  established for  the project .  
D. The committee shall d i rec t  the Arizona health care cost containment 

system administration to  conduct actuarial  studies t ha t  provide estimates 
relating t o  presentation rates a n d  potential premium sharing costs based on 
parameters recommended i n  th i s  section a n d  any other parameters the committee 
es tabl ishes .  The committee shal l  evaluate the f ea s ib i l i t y  of devising 
separate premium schedules based on di f ferent  household s izes .  A t  the  
direction of the committee. the Arizona health care cost containment system 
a d m i n i s t r a t i o n  shall provide d e t a i l s  on the methodology for determining the  
premium share cost for  participants and  the jus t i f icat ion for the methodology 
used. 

E. The committee shall evaluate the information obtained pursuant t o  
subsections C a n d  D of t h i s  section a n d  shall recommend de t a i l s  on the 
locations for the premium sharing demonstration project and the f e a s i b i l i t y  
of 1 imiting the number of project part icipants.  

F. The committee shall recommend a service package t h a t  shall  be 
delivered through the Arizona health care cost containment system a n d  may 
include health care and hospitalization services similar t o  those provided 
pursuant t o  section 36-2907. Arizona Revised Statutes.  The committee may 
consider a l ternat ive service packages for  project part icipants.  

G. The committee shall recommend the ent i ty  t h a t  should be responsible 
for collecting the premiums a n d  t he  method for  collecting the premiums. 

H .  The committee shall ensure t h a t  i t s  recommendations for  the  
demonstration project clearly indicate t h a t :  

1. The provisions of the project to  be implemented neither en ta i l  an 
applicant's entitlement t o  project services nor obligate the Arizona health 
care cost containment system in any manner t o  provide coverage t o  persons 
beyond the number t h a t  can be served by the resources specifically dedicated 
by the  legis la ture  for the project .  

2. The director of the Arizona health care cost containment system 
administration shall use the monies available in the  premium sharing 
demon~trat~on project fund, established by section 36-2923. Arizona Revised 
Statutes.  in a manner that  ensures t h a t  the demonstration project can be in  
operation over the period of time beginning October 1. 1997 a n d  ending 
September 30. 2000. 

3. The director  of the Arizona health care cost containment system 
administration shall administer the  project a n d  use any project control 
mechanism available such as a n  enrollment cap in a manner t h a t  ensures t h a t  
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the  project  does not r e su l t  in expenditures t h a t  would exceed the  monies 
available in the premium sharing demonstration project  fund. established 
pursuant t o  section 36-2923, Arizona Revised Statutes ,  as added by t h i s  act .  

I .  For purposes of t h i s  section.  'project" means the  Arizona health 
care cost  containment system premium sharing demonstration project tha t  i s  
t o  be designed and developed according t o  the  provisions of t h i s  section.  

Sec. 7. Rules: exemtion 
The department of health services i s  exempt from the rule  making 

requirements of t i t l e  41, chapter 6. Arizona Revised Statutes ,  t o  implement 
the  requirements of section 36-2907.08. Arizona Revised Statutes .  as added 
by t h i s  ac t .  The department shall  conduct public hearings. including a t  
l e a s t  two in counties with a population of l e s s  than f i v e  hundred thousand 
persons according to  the most recent United S ta tes  decennial census. before 
i t  adopts exempted rules.  The department shal l  publish adopted rules 
pursuant t o  t i t l e  41, chapter 6. Arizona Revised Statutes .  

Sec. 8. Delaved reoeal 
Section 6 of t h i s  ac t  i s  repealed from and a f t e r  December 31. 1996. 
Sec. 9. Conditional delaved reoeal 
A. Section 36-2923. Arizona Revised S ta tu tes .  as added by t h i s  act .  

i s  repealed from and a f t e r  December 31. 1997 i f  the  premium sharing 
demonstration project i s  not implemented by t h a t  date. 

B. If section 36-2923, Arizona Revised Statutes ,  i s  repealed pursuant 
t o  t h i s  sect ion.  monies remaining in the  premium sharing demonstration 
project  fund revert t o  the  medically needy account of the  tobacco tax a n d  
health care fund established under section 42-1241. Arizona Revised Statutes. 

Sec. 10. Tobacco tax and health care  f u n d :  t r ans fe r  of monies; 
aoorooriation 

Effective on October 1. 1996, the  sum of f30.000.000 i s  transferred 
from the medically needy account of the  tobacco tax a n d  health care fund 
established by section 42-1241. Arizona Revised Statutes .  t o  the  medical 
services s tabi l izat ion fund established by sect ion 36-2922. Arizona Revised 
Statutes,  a n d  i s  appropriated t o  t h a t  fund. The s t a t e  treasurer shall  make 
t h i s  one-time t ransfe r .  




