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fotNT tEGtst-ATm BUDGET Coilt't TTTEE

The Joint Legislative Brdget Commiuee was established in 1966, pursuant to Laws 1966, Chapter 96. In 1979, a bill was
passed to expand and alær the committee membership, which now consists of the following 16 members:

Senator Russell W. "Rust5/" Bowers
Chairman 1998

Senator Gus Arzberger
Senator Scott Bundgaard
Senator Joe Eddie LoWz
Senator Gary Richardson
Seirator-Victor Solæro
Senator Marc Spitzer
Senator John Wettaw

Representative Robert "Bob" Burns
Chairman 1997

Representative David Armstead
Representative l.ori S. Daniels
Represeirtative Herschella Horon
Representative Laura Knaperek
Representative Bill McGibbon
Representative Jean Hough McGrath
Representative Robert J. Mclendon

a

a

a

a

The primary powers and duties of the JLBC relate to ascertaining facts and making recommendations to the Legislature
regarding all facets of the state budget state revenues and expenditrues, future fiscal needs, and the organization and
ñ¡nctions of state government.

JLBC appoins a Director who is responsible for providing staff support and sor¡nd technical analysis to the Committee.
The objectives and major products of the staff of the JLBC are:

Analysis and recommendations for the annual state budget, which are presented in January of each year;

Technical, analytical, and preparatory support in the development of approprietions bills considered by the
Legislature;

Periodic economic and state revenue forecasts;

Periodic analysis of economic ectivity, state budget conditions, and the relationship of one to the other;

Preparation of fiscal notes or the bills considered by the Legislature that have a fiscal impact on the state or any of
is political subdivisions;

An annual Appropriations Report, which is published shortly afrer the budget is compleæd and provides detail on
the budget along with an explanation of legislative intent;

Management and fiscal rese¡rch reports related ûo state programs and state agency opèrations;

Support to the JLBC with respect to recommendations on business items placed on the committee's agenda such
as transfers of appropriatio¡rs pursuant to A.RS. S 35-173;

Support to the Joint Committee on Capitel Review (JCCR) with respect to all capital outlay issues including land
acquisition, new constn¡ction, and building renewal projects;

a

a

a

Support to the Joint Legislative Tax Committee (JLTC) as directed in frrlfilling the reçirements of A.RS. S 4l-
r322(D).
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January l4 1998

The Honorable Brenda Burns
President of the Senate
and
The Honorable Jeff Groscost
Speaker of the House
State Capitol
State of Arizona

Dea¡ P¡esident Bu¡ns and Speaker G¡oscost:

A.RS. S 4l-1273 requires that ou office "prepare for distribution an analysis of the governor's
budget ¿¡s sq)n after the budget is presented to the legislatue as is possible. The analysis, anong
other thingg shall include recommendations of the budget analyst for rwisions in expendihues."

On behalf of the Staffof the Joint Legislative Budget Committee, it is my pleasure to tra$mit our
recommendations for FY 1999. Or¡r recommendatio¡ls are contained in two volumes:

This Summarv of Recommendations and Economic and Rwenue Forecast;
An Analvsis and Recommendations book, which contains recommendations, by
agency, and by prog¡an. The volune also includes information on non-
appropriated frurds.

The Staffof the Joint Legislative Budget Committee looks forward to working with the entire
{3rd Arizona Legislanue in completing the state budget for FY 1999.

Sincerely,

(l)
(2)

?,.h*À )'t*,,**[,-
Richa¡d Stavneak
Director
RS:lm
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REYEI{UES AI{D YE,AR-EIID BALAI{CES

REVENI.JES:
o Bcginning Balance
o BaseRevenues

SI.]BTOTAL-REVENI.JES

ÐGENDITI.JRES:
o Operæing Budgets
. Supplementals
¡ Budget Stabilization Fund Deposit
¡ Capital Outlay
¡ Admin AdjustÆmergencies
. Revettnents

SI.'BTOTAL-E)GENDITI.'RE S

CARRYFORWARD

FY98 FY99
($ Millions)

$516.0 $530.1

5.252.3 5.503.0

$s,768.2 $6,033.1

s530.1 $581.2

$5,r05.0
17.2

30.0

9.3
46.7

160.0)

$5,238. l

$5,281.6
3.4

45.t

146.8

35.0

160.0)

$5,451.9

BUDGET I]I BRIEF

FISCAT YEAR 1999. GENERAL FUND

,rBc STAFF RECoMMENDATIoI{

The State of Arizona's fiscal condition remains excellent. The state's FY 1997 ending General Fund balance was $516 million.
The JLBC Staff Budget Recommendation is designed to preserve this carry-forwa¡d through FY 1999, prior to the Legislanre
making policy decisions on K-12 frrnding and tax relief issues. As a starting point in the Legislature's deliberations, the JLBC
Staff offers the following:

l. The FY 1997 ending balance was higher than anticipated due to an unexpected surge in individual and corporate income
ta(es.

2. After conferring with the Finance Advisory Committee, the JLBC Staff forecasts that the state economy will continue to grow
at a moderate, althougþ somewhat slower, pace. The main risks to the revenue forecast art an unexpected nationwide
recession, continued uneertainty over income tæt collections and the dollar amount of the new education and low-income
charity ta,x credits.

3. The recommendation sets aside Sl47 million for one-time pay-as-you-go capital constuction projects.
4 . Operating budgets would grow by $ I 80 million , or 3 .SYo, with almost all increases dedicated to four state commitnents - state

employee pay adjustnents, education fornula frrnding, prison openings, and federal Title 19 adjustrents. ln addition, the
focus will be on ll ofthe largest agencies as all othen have already had their FY 1999 budgets approved during the last
session.

5. Other discretionary funding increases are kept at a bare minimum. After the JLBC Staff makes its operating and capital
recommendations, a balance of $581 million remains to add¡ess priority issues.

The JLBC Staffalso believes that the following 2 issues are worthy of particular fiscal oversight:

Full funding of the Budget Stabilization Fund will bring its total deposit to $348 million. When combined with health and
welfare stabilization firnd deposits, total rainy day fund balances would equal $452 million. As a point of comparison, the
state increased ta,xes and other state revenues by $620 million in the FY 1989 through Fy 1992 slow-growth period.
The Yea¡ 2000 automation problem deserves close attention, but additional furding should be deferred pending greater agency
progress with existing resources.

On a comparable basis with the Executive, the JLBC Staff revenue forecast is S5l million higher and JLBC Staff spending
recommendations are $129 million lower.

a

OPERATI I{G APPROPRIATIOIIS

o Dept of Education (K-12)
¡ Universities
o Dept of Corrections
. AHCCCS
¡ Dept of Economic Security
¡ Dept of Health Services
¡ Judiciary
¡ Communig Colleges
o Dept of Juvenile Corrections
o Dept of Administation
¡ All Other
¡ Unallocated Sala¡ies

TOTAL

$Change JLBCStatr
FromFY93 FY99Rec.

($ Millions)
$21.4 $2,143.1
35.0 7t5.9
54.2 516.3

E.l 512.E

10.9 405.2

12.4 227.E

9.2 l3E.l
(5.3) 115.5

9.2 65.2
(0.3) 26.2
r5.4 408.7

9.7 9.7

$rE00 $528 0

Prepredlor Membrs of the Araona Søte Legislature by the Joint Legislative Budget Commiltee Stof

-i-



FY t999
coMPARtSoil 0F trlAfoR PoLlcY lssuEs

Community
Colleges

Universities

K-12

Priorities

Yea¡ 2000
Automation

Budget
Stabiliz¿tion
Funds

Pay

Capital Oúlay

General Fund
(GF) Budget

MAJOR
ISST]ES

. 8(5.3) M GF Chøge Below FI 98, including:
c 82.4 MBn¡ollment Grou¡th and Equalization
. 8(8.0) Mfor One-Time Funding

. $35.0 M GF Chøge Above il 98, including:

. $27.4 M for Pay Adjustments
o $10.0 M for Enrollment a¡d New Facilities
o No Recommendation for SSIG Transf,er and

University Issues
. 8Ø.0) M for Collections Fund Adjustment
o An Additional $17.2 M GFforBuilding

Renewal

. 821.4 M GF Chmge Above il 98, including:
c 8107.1 Mfor 3.3YoBnrollment Growth
c 814.5 M for Homeowners' Rebate
. 81.3 Mfo¡ AchievementTe*ing
. 8(92.1) MNet Savings Due to Assessed Value

Growth
o Defer M & O Enhancements to seDarate bill

8581 M is available for K-12 and tax issues and
all other priority issues

a

No New Fundr'zg beyond $18 M âk€ady
aooroved for FY 98/99

a

t45.1 Mto fr¡nd at Søtutory Cap of 6.3% of
rwenues. Balance wouldbe $348 Mplus $103
M in Health & Welfa¡e Rainv Day Funds

a

$65.6 M to fund prwiously enaaed Pay Raises,
includins 2.5% Merit Increase in

a

1999

o 8146.8MGF
o 844-l GFAdvance Appropriations, mostly

Prison Consh¡ction
o 842.2 Mfor l00p/o Funding ofBuilding Reneual
. 835.3 M for New Capitol Mall and Flagstaff

Office Buildings
o 815.0 MforHealthl¿boratory ProjecÇ subject

to a privatization study
c 87.0 Mfor 200 New DJC Beds
o No Funding of New ASH Facility

t213.9 M, or 4.0%, General Fund (GF)
Increaæ in FY 1999

817.2MinW 1998a

a

JLBC STATT'
RECOMMEIITDATION

. 8(5.2) M GF Chuge Below fl 98, including:

. Same Recommendation

. Same Recommendation

. 840.6M GF Change Above il 98, including:

. 527.1 MforPayAdjustments
o $8.5 Mfor EnrolLnent OnIy
c $7.4 Mfor SSIG Transfer and University Issues

. $(2.3) M for Collections Fund Adjustment
o AnAdditional $10.9 M GFforBuilding

Renewal

c 8I I4.I M GF Change Above fl 98, including:
o 8122.7 Mfor 3.8oáEruollment Growth
. S19.6MforHomeovmers' Rebate
. 83.2 Mfor Achievement Testing
. $(74.1) M Net Savings Due to Assessed Value

Growth
o 850.8 Mfor M & OErùancements

EDUCATION

$405 M is available in the Executive budget for
companble iss¡es - $ 2 I 0 M for TaxReli{
887 MforK-I2 Capital, 851 MforK-f2 M & O
Enhancements, 837 Mfo¡ OtherBills and
820 M Endine Balance

a

88M ín additional funding, for a total
of$26 M

a

$87 Mfor aTotal of $392 M(7.5yù plusllealth
and Welfrre Funds

a

Same Recommendation, but add 88 Mto
Increase Janr¡arv 1999 Pav Raise to 3.5%

a

o 896.0MGF
o SameRecommendation

c $33.0 M for E0% Funding sf l¡il¿ling Renen'âl
. Lease-h¡rchase Financing for Capitol Mall and

FlagstatrBuildings
o 821-7 MinFY 1999 andFY 2000forHealth

Lab
o t8.8Min FY 9E for 200 New DJC Beds
o Lease-hrchase Financing for New ASH

Facilitv

8445.2 M, or 8.4%, General Fund Increaæ in
Fv 1999

$53.9 MtÃ¡,y l99g Supplementalsa

a

EXECUTIVE
RECOMMENDATION

-u-



. 811.9 M GF Chorye Above FY 98, including:
c 81.4 Mfor Acute Ca¡e Caseloa4 Tnflatioq and

Other Changes
. 87.7 Mfo¡ALTCS Caseloadandlnflation

(County Increase equals $11.8 M)
o Uses $26.4 MofTobacco TaxFundsforon-

goingprognms
. 88. I M GF aú, 8I 3.2 M Tobacco Tax for Kids

Care Initiative iDa seDamtebill
o $20.9 M GF Change Above FY 98, including:
. $20.9 MforlongTerm Ca¡e Caseload Growth

and Shorúall
o Same Recommendation
. Continues Healthy Families at $3 M
. 8(2.4) M TANF CashBenefits decrease
. 8(12.7) M shift of Child Care Funding from GF

to TANF Block Grant
. S2 Mfo¡ Welfareto WorkBlock GrantMatch
o 8I5.8MGFAbove il 98, including:
o $5.4 Mfor Title XD( capiation rate increases

o t3.2 Mfor "Sexually Violent Persons"

o $7.4 Mfor ASH stafrng

o 8I.6Mfor AIDS drueb

. t12.7 M GF Chorye Above il 98, including:
c 810-5 M to Open 200 Beds
o 82.2 Mto Transfer 200 DOC-Rincon Beds to

DJC
869.4M GF Change Abør'e FT 98, including:
t42 Mto Open 3,200 New Beds

85.1 Mfo¡ Inmate Population Growth
85-5 Mlor 300 New Private Beds

84 Mfo¡ Correctional OûEcer Travel Stipends

$ I 3. 4 M for Pw Adiustments
o NoSChangeAboveil9S
o Does not recommend on Judiciary Budget

o tl2.4MGFAbove FY 98, including:
. .t5.7 Mfor Title XD( capitation rate increases

approved during FY 1998
. $3.1Mto implementthe *Sexually Violent

Persons" proglam at ASH
c 86.4 Mto increase saffing and contract services

at ASH to ensure active treatment and safety
o No New AIDS GeneralFund Suonort

. 89.0 M GF Change Above FT 98, including:
c $8.5 Mto Open 200 Beds
. No T¡ander of DOC Beds

854.^l GF Chorye Abøve n 98, including:
t36-6Mto Open 2,400 New Beds

I 3 -8 M for Inmate Population.Growth
No New Private Beds
NoNewTravel Stipends
$ I 3. 7 M fot Prv Adiustmens

o 89-2 M GF Change Abwe Fy 98, inclading:
c 85.4 M for 8% Growth in Probation Prognms

plus annualization
o 82.8M1ot Pav Adiusunents

o 88.0 M GF Change Abwe FT 98, including:
. $(0.7) M for Acute C:re Caseloa4 Inflatior¡ and

Other Changes
o 87.0 Mfio¡ALTCS C¡seloadandlnflation

(County Increase equals $11.5 M)
o Uses $28.8 M of Tobacco Tax fiutds for

continuing $¡pport of on-going programs
. No Kids Câre General Fr¡nd Set-Aside

. 810.9 M GF Chøge Above fl 98, including:
o 818.5 M for Long Term Care Caseload Growth

and Shortfall
o 87.1Mfor CPS Annualization
o Defers Healthy Families fi¡nding to sepa¡ate bill
. 8(4.0) M TANF CashBeneñts decrease
. $(l4.7) M shift of Child Carc Fuding from GF

to TAI.IF Block Grant
o No New Welfare to WorkBlock GrantFundine

DHS

JUSTICE
Jwenile
Corrections

Corrections

Judiciary

EEALTE
AHCCCS

DES

-ul-



REVENUES
Balance Forward
Base Revenues

TOTAL REVENUES

EXPENDITURES
Operating Appropriat¡ons
Supplementals
Budget Stabilization Fund Deposit

Capital Outlay
Ad min Adjustments/Emergencies
Revertments

TOTAL EXPENDITURES

ENDING BAI.ANCE

Where it Comes From
GF Base Rcvcnuc FY 1999: $5,503.0 Mllion

All Oùrcf

CorporåG
12.7Yo

f tBc STAFF RECOM l,t Et{ DATION

GEI¡ERAL FUND REYENUES AND EXPE}IDITURES

FtscAt YEARS t998 Al{D t999
(dollars in thousands)

Proposed
FY 1998

s515,974.0
5,252,256.4

s5,768,230.4

Proposed
FY 1999

5,104,968.4
17,170.1
30,ooo.o

5,152,138.5
99,287.3
46,700.O
l60,ooo.ol

s530,104.6
5,502,953.4

s6,033,058.0

5,281,560.6
3,392.O

45,1 15.O
5,330,067.6

146,805.8
35,OOO.O
(60,000.ol

S¡ls ¡rd IÅc
4.4Yo

s5,238,125.8 s5,451 ,873.4

$530,104.6 s581,184.6

Where it Goes
GF Operating Expendiû¡res FY 1999: $5285.0 Mllion

.4ll Othcr

DES
7.796

K-r2
4.6Vo

DOC
9.896

Educ¿tion

Individual Incomc
35.1%

-lv-

lS.1Yo



FY 1999 BUDGET RECOITII'IENDATION THEMES

FY r998 Balances

During the 1997 legislative sessiorl the JLBC Staff had
projected that the FY f997 ending balance would be

$3f8.4 million. The ending balancc uas actually $516.0
millisq an increase of $197.6 millis¡ over projections.

Of the $f 97.6 million increase, $175.0 miüls¡ was due to
higher \an anticipated r€venue gron'th. Much of this
srrge was due to unexpected gronth in individuat and
corporate income tÐ( r€turns. Inoome ax collections
exceeded the forec¿st by-$l9f.f milior¡ while all other
revenue caægories were collectively below forecast by
$16.1million

The underestimating of indiviúnl income ta:r collections
was a cornmon ocqurence among the 50 states. Arizona
indiviù¡al income lax collections grsw by L4.3Vob

compared to the forecasted growth rate of 6.87o. There is
speculation tbat larger tban normal capital gains from
financial transactions in stock options and mutual funds
also led to the discrepancy in the indiviù¡al income tax
forecast. The timing of the budget cycle also afrecs
forecasting. The level of income tax retums is obviously
related to April tax filings - information that is not
available prior to the conclusion of the legislative session.

Corporate income tâx collections were even more
unpredicøble. While the JLBC Stafr had forecasted
growth of 16.70/o, actual revenues increased by 34.1o/o.

This growth was especially surprising given that corporate
profits were projected to increase by t.l%.

Ou¡ forecast for the FY 1998 General Fund ending balance
is $530.3 million

Economic Forecast

The U.S. economy is in its 83d month of expansion and
the JLBC Staffforecasts slightty slower but steady growth
in the national economy through FY 2000. Inflation
shor¡ld remain moderate, in the 2.Ú/o to 3-Ú/o nnge
through our forecast perid. The Fede¡al Reserve Board
has clearly done a good job in reducing inflationary
expectations.

The JLBC Stafi forecasts that the state's economy will
continue to grow at a moderate, although sonewhat,
slower pace. The slower growth forecast for Arizona is
d¡iven by (t) the outlook for the national eoonomy and (2)
the strenglhening of the California economy resulting in
slower migration into Arizona.

The following points summarize the tenor of the comments

at the December meeting of our Finance Advisory
Comminee (FAC) meeting:

l. Arizona's grouith rate will moderate in 1999 and

2000.
2. JLBC economic indicators werc on-târget or slightly

optimistic.
3. Risks to the forecast are more downside than upside

and concerns were expressed about the Asian financial
crisis.

Another risk to the forecast is the rurlsrown dollar value of
three recently enacted income ta"x credits. Beginning in
calendar year 1998, taryayers will be able to take

collective tâx credits for up to $900 in contributions to
private and public schools and low-income charities. The
JLBC Statr projects the dollar value of the tax credits at

$40 millisq but the estimates range between $10 million
and $80 million

The ultimate dollar impact of the tax credits will not be
known until the spring of 1999, when tâxpayers file their
1998 ren¡rns. By that time, the Legislature will have
akeady approved budgets througlr FY 200f. As a result,
these budgets will be based on revenue forecasts with a
si grifi cant unlnown variable.

Capital Funding

The JLBC St¡fi recommends 3146.8 million for Capital
Outlay projects With the state's healthy carry-forward
balance, the JLBC Stafibelieves it is appropriate to invest
in infrastructu¡e improvements that are one-time in nature.
This recommendation reflects the continued use of pay-as-
you-go financing rather than lease-purchase, for
constructing new facilities. Pay-as-you-go is the least
expensive financing method.

A major oomponent of the Capital Outlay spending is the
alrcady approved appropriation of $41.1 million for a new
prison complex and jwenile complex near Buckeye. The
JLBC Staff atso recorrmends:

$35.2 million for new Capitol Mall and Flag*aff
office buildings;

$15 million to upgrade the State Heålth Laboratory,
pending a privatization study; and
$7 million to construct an additional 200 beds at the
new jwenile complex.

Furttrermore, the JLBC Stafirecommends $42.2 million to
fully-firnd the Building Renewal Forurula for the
maintenance of state+wned facilities. Since its inception

a

a

a
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in FY 1987, the formula has never been fi¡nded at l00yo.
The recommended amount for building renewal wonld
allow the state to protect its investrnent in building assets,
which exceeds $4.5 billion.

Operations Funding

The JLBC Stafi recommends $1E0 million in new
funding for strte rgency opereting budgets Almost all
of this a¡nourit is set aside for four main state
commitments:

$65.6 million for already approved state employee pay
raises. The 1997 Legislature approved three satary
increases for the pefiod between October 1997 and
Janury 1999 as well as $21.0 million to reduce salary
disparities with other jurisdictions.

$45.2 million to open 2,4ü) new adult prison beds and
200 jwenile beds.

$30.8 million to fund the K-12 education and
community college formulas as well as university
en¡ollment growtl¡ and
$30.6 million for Federal Title 19 caseload and
inflation adjustnenS.

The education formula requirement is less than in prior
years due to significant growth in the property tax base at
the local level. An increase in local property tax
collections helps to offset the süate General Fund
contribution to the K-12 forrrul,a.

Pay Adjustnrents

During the 1997 legislative sessior¡ the Legislature
approved additional spending of $65.6 million from the
General Fund and $12.1 million from Other Funds for FY
1999 state employee salary adjustments. When combined
with the FY 1998 salary increases approved at the same
time. the total trvo-yeår salary package costs $106.2
million from the General Fund and $18.7 million from
Other Funds. The increased sperding in FY 1999 covers
the following adjustments:

Funding to annualize the cost of two mid-year FY
1998 salary incre¿ses: I) a 2.5%o general salary
increase, not to exceed $1000 per FTE positior¡ on
October L,1997: and 2) a2.5%o merit inc¡ease, not to
exceed 50á per persoq on January I, 1998.

A2.5yo merit increase, not to exceed 5%q on January
t, 1999.

A total of $16.5 million from the General Fund and
$2.9 million ftom Other Funds for Classiñcation
salary Adjustmenrs (csA) on october I, 1998.
Classification Salary Adjustments are targeted to
specific job categories to malce their salaries more
competitive with comparable positions in local
government and private industry. The salary package

also includes ñ¡nding to annualize the cost of the
October l, 1997 Classification Salary Adjusments.

The FY 1999 University CSA fr¡nding is incorporated into
the budgets for each university. The dollar amor¡nts for the
other th¡ee personnel systems - the Arizona Deparunent of
Administration, the Judiciary, and the Department of
Pr¡blic Safety - remain 'n¡llocated. The JLBC Stafi
recommends that the dollar allocation be determined after
each personnel system reports its proposed salary
adjustmenS to the Joint Iægislative Budget Commiüee.
The JLBC Staff also recommends that the Legislature
adjust the FY 1999 Other Funds CSA to accommodate
recent growth in appropriated ñrnds.

Stabiliz¡tion Fund Deposits

The JLBC recommends an additional deposit of $45.1
million to the Budget Stabilization Fu¡d in FY 1999 to
reach the fi¡nd's stahrtory maximum of 6-33%o of revenues.
This deposit would bring the frrnd's balance to $348.3
million. When combind wiür health and welfare
stabiliz¡tion fund deposits, total "rainy day'' funds wonld
equal $451.5 million in FY 1999. The Medicål
Stabili"ation Fun. designed to cover AIICCCS
contingencies, is projected to have $99.1 million in
deposis. The Temporary Assistance for Needy Families
CIAìIÐ Stabilizåtion Fund, which can help to finânc€
unexpected increases in welfa¡e caseloads, has a $4.1
million balance.

As a point of comparison in evaluating the adequacy of the
funds' balances, the state increased taxes and other state
revenues by $620 million in the FY 1989 througb FY 1992
slow-growth period.

Year 2000 Automation

The'Yea¡ 2000" @mputer problem refers to a necessity to
evaft¡ate all information technology functions that use a 2-
digit code for the year (e.g., "00" for *2000") and make
alterations, where required. Last year, the Legislahre
appropriated $18 million from the General Fund and $8.4
million from Other Fmds to the Government Information
Technology Agency (GITA) . to address this issue.
Resolution of Yea¡ 2000 problems is required to enable the
smooth continr¡ation of state govemment fi¡nctions and
pf€vent søte liability for service faih¡res.

The Executivs h¡s ¡pçq¡¡¡¡¡snded an additional $8 million
from the General Fund for this problem. The JLBC Staff
recommendation does not include additional monies
because much of the original appropriation is still unspent.
In additioru $3.1 million of the request is not projected to
be spent until FY 2000. To facilitate planning and prevent
fiscal year+nd project nrshes, however, the JLBC Stafr
recommends making the existing appropriations available
until June 2OOO. (see the JLBC Staf recommendation þr
GITA for more inþrmation).

a

a

a

a

a
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Priority lssues

The Iægislature will have significant policy choices during
the session with regard to tax rclid, K-12 capital fi¡ance
and new K-12 operating enhancements. The JLBC Staff
recommendation does not specifica[y adùess these ttuee
issues. By limiting the gronth in the budgeq however, the
JLBC Stâff recommendation is designed to presewe the
state's crrn€nt S50GÞ million surplus so as to marimize the
rÊsources available to add¡ess the key policy issues ofthis
legislative session.

After the St¡ff mrkes its opereting end capital
recommendations, e bel¡nce of $Stl million rem¡ins
eveilable to ¡ddress legisletive prioritie*
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I{ IG II LIG HN' OF AG E N CY BU DG ET RECOI'I }I EN DATIONS

Education

Departnrent of Education

The JLBC St¡fi recommends 321.4 million in new
Generel F\nd funding for K-12, tl.Ùo/o increese. This
inc¡ease includes $107.f milion for enrollment growt\
including $75.4 million for school district enrollment
growth (with disEict charters) and $31.7 million for state
board sponsored charter schools, based on forrnrla furding
projections. Overall student enrollnent is projected to
grow 3.3Yo in FY 1999. 

-Afrer 
6 years of property value

growthofless thz 3y", assessedvalue is projected to grow
by 6.O%o in 1997 and,1.3Yo in 199E, rss¡lring in savings of
$(92.f) million. Local property tax collections increase
when assessed values grow, which helps to ofrset the state
General Fund cost of Basic State Aid.

The JLBC Staff has not made specific recommendations
regarding K-12 capital finance or maintenance and
operatons (MeO) enlnncements. The Arizona Sr.preme
Court has ruled that the Assistance to Build Classrooms
(ABC) program and ongoing firnding to the School Capital
Equity Fund and State Boa¡d for School Capital Facilities
do not satiû, from a capiøl fi¡nding perspective,
constitutional requirements for a "general and uniform"
public education system.

As a resr¡lt, the monies previously set aside for these
financing mechanisms are now available for reallocation
Starting in FY 1998, $32.5 million of General Fund
revenue was to be deposited annually into the Assistance
to Build Classrooms Fund. These monies for both FY
1998 and F"Y 1999 (a total of $65 million) are now part of
the FY 1999 carry forward balance. In additiorl
$30 million of state land endowment earnings appropriated
to the School Capital Facilities Boa¡d in FY 1999, along
wiú $8 million of unobligated FY 1998 monies, are no
Ionger earma¡ked.

Unlversities

The JLBC Staff recommends a total General F\nd
increase of $35.0 million for the universities, a 5.lo/o
increase. The recommendation includes $27.4 million for
salary adjustments which consist of $7.9 million for
annualization, $15.5 million for new salary adjustment and
$4 million for the faculty teaching incentive program
arnualization. It also includes $10 million for 2.5%"
student enrollment growth and new facilities support and a
$(4) million decrease due to increases of otherfrrnds.

In additior¡ the JLBC Staff recommends $32 million for
university building renewal, which represens a $17.2
million incre¿se from the FY 1998 level. Thus, the total

General Fund increase for the university system is $52.2
million over FY 1998.

The JLBC Statr also recommends that the Faculty
Teaching Incentive Prog¡am (IIP) strould be fi¡rther
evaluated by the Legislature, Governor and the Board of
Regents in order to examine whether the state resources
are effectively utilized at the universities when the ranked
ñculty spend only 6.2 hor¡rs per week in direct clåssroom
instruction, a¡rd two-thi¡ds of the rariked ftculty teach 6
hou¡s or less a week in the classroom.

Community Colleges

The JLBC St¡fi reconmends r S(5.3) million, or (4.4)Vo
reduction in the Community Colleges General Fund
budget This reduction includes an incre¿se of $2.4
million for changes in full+ime sh¡dent enrollment
(FTSE), and equalization aid. En¡ollment is expected to
increase 1.5%.

The JLBC Suf recommends a decrease of $(2.8) million
for Technology Assisted Leaming (also lnown as Arizona
Leaming systems or ALS) as requested by the State Board
due to delays in implemenÞtioq and a decrease of $(5.2)
million in other one-time fi¡nding.

Criminal lustice

Department of Corrections

The JLBC Staff recommends a total General Fund
increase of $54.2 million, or ll.1Vo for the D,epartment
of Corrections budget. The recommendation includes
$36.6 million to open 2,400 new prison beds, $3.E million
for a 6.1Y" gowth in the average daily inmate population,
and $13.7 million for salary related adjustments, including
$3.5 million to continue the correctionrl officer pay plan
approved in FY 1996.

With the opening of 2,400 prison beds at the new Lewis
complex, the bed shortfall for the Deparünent of
Corrections will be the lowest in recent years. The JLBC
Staff anticipates a bed shortfall at the end of FY l99E of
Q,766) or 12.7%o of total operational bed capacity. By the
end of FY 1999, the JLBC Staf anticipates a bed shorfall
of (1,f50) o¡ 4.6%o of capacity. The bed shortfrlls
experienced by the department will continue to decrease as

the remaining 1,750 beds of the Lewis complex are opened
in FY 2000. These projectio¡rs assume that the inmate
population will grow from 110 new inmates per month in
FY 1998 to 132 new inrnates per month in FY 1999 and
FY 2000. The increase in growth reflects the anticipated
impact from the 1994 criminal code revisions fhat
incleased sentence lengths for violent crimes.
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Departnrent of f wenile Corrections

The JLBC St¡fi recommends ¡ $9.2 million, or 16.5%o,

General Ftrnd incrc¡se for the Depettment of Juvenile
Corrections. Of this change, S4 million wor¡ld fund the
full-year costs of lü) new secute, instihrioml beds to be
opened in July 1998 at a new cornplex south ofBuckeye.
Another $4.5 million would ñ¡nd the start-up and operation
ofa second 100 beds to be opened in October 1998 at the
new complex. In addition, the JLBC Stafr recommends a
FY 1998 supplemental appropriation of $1.1 million to
address overcrowding at the deparünent's secure c:tre
facilities.

The addition of 200 new-beds to the DJC system would
represent z 260/" increase in secr[e care capacity.
However, with the passage of Proposition t02 and its
implementing legislatior¡ there is considerable uncertainty
regarding the department's futr¡re secure care bed needs.

With this is mind, the JLBC Stafr recommends $7 million
in its Capitâl Outlay recommendations for the constn¡ction
of an additional 2(Ð new beds at the new complex. Some
or all of these 200 beds could be brought on-line in FY
2000.

ludiciary

The JLBC Staff recommends a $9.2 million General
Fund increase, or 7.2o/o, for the Judiciary. Of this
change, $3 million would add 6-month ñmding for an
expected 8% growth in adult and jwenile probation
programs. The JLBC Staff recommendation also adds

$2.4 million to annr¡alize probation fuding added in FY
1998. In additioq the JLBC Stafi recommends an increase
of $600,000 to add 24 juvenile standard probation officers
to eliminate a caseload capacity deficit in FY 1998 a¡d to
meet the statutorily required l:35 officer to probationer
ratio.

llealth and Welf¿rc

AHCCCS

The JLBC Stafi recommends e total General Ftrnd
increase of $&1 million, or 1.6%o, for AHCCCS. Acute
Ca¡e General Fund expendihres are expected to decrease

by $(700,000), or (0.2)7q in FY 1999 due in part to
declining caseloads in FY 1998, slight caseload growth in
FY 1999, and lower expenditures for the Diçroportionate
Share Hospiøl prograrn In additioq General Fund
erpenditures for the Arizona Long-Term Care System
(ALTCS) are expected to increase by $7.0 million based
upon the recent state agreement to strare in the cost of
Long-Term Care growth with the counties. ALTCS costs

are expected to grow l0.4yo in FY 1999 due to increased
en¡ollment and medical inflation

The JLBC Staff recommends using $2E.E million of
Tobacco Tær funds to continue paymg for the $uck pay

phasedovur¡ the elimination of the $10 million hospiøl
discount, the replacement of reduced federal funds,

extended maternity length of stay coverage, and a newly-
requi¡ed HIV/AIDS treat¡nent

Department of Economic SecurÍty

The JLBC Strfi is rccommending a $10.9 million
Gener¡l Fund incre¡se, o1 2.to/o,for the Department of
Economic Security. The recommerdation includes an
increase of $18.5 million for caseload growth of l2.O%"

above the FY 1998 appropriated lwel in the federal Long
Tenn Care program and to ensure the proper amount of
state match- Lower than expected caseloads in the
Temporary Assistance for Needy Families CIANÐ
prog¡a¡n, however, will permit a $(4.0) million General
Fund rcduction in that prognrn

The recommendation adds $7.1 million for annualization
of Child Protective Services and Family Builders increases
approved in the November 1997 special session The
JLBC Stafr also recommends a General Fund reduction of
$14.7 million and an increase of the same amount from
TANF to tra¡¡sf,er support of child carc progr:r¡ns from the

General Fr¡nd to TANF. Overall, child care subsidy

ñmding has increased from $55.7 million in FY 1996 to
$105.4 million in FY 1999, an increase of 89%o.

Department of Health Services

The JLBC Stafi recommends a total General Fund
incre¡se of $12"4 million, or 5.7%o, for the Department
of Eealth Seruices budget This increase is the result of
three main policy issues. During FY 1998 the Fedeml
Health Care Finaricing Administration (HCFA) approved

capiation rate increases for Title XD( behavioral heålth
programs. The rate incæases averaged 40olo across the

thee behavioral he¿lth categories (Children's Behavioral
HeålttL Seriously Mentally lll, and General Mental Heatth
Substance Abuse) and was approved retroactive to July I,
1997. The JLBC Staff recommends $5.7 million for the

cost of this increase in FY 1999.

On Jr¡ne 3, 1997 the Arizona State Hospital (ASÐ
voluntarily withdrew from the Federal Medic¿¡e program

following notification from the federal government that
ASH wor¡ld be decertified due to søfrng shortages and

lack of active treaünent for ASH patients. The loss of
cefification was due to several factors including the

incre¿sed severity of ASH's population and high stâff
turnover following the scheduled dev¡5izing of ASH's
patient census. The JLBC Staff recommends an increase

of 165 FTE positions and $6.4 million for increased

operating costs to provide additional clinical stafing at

ASH.
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Under the "Sexually Violent Persons" (SVP) prognm
enactd in 1995, indiviù¡als convicted of a sorually
violent ofrense and likely to commit acts of sexr¡al
violence again are committed to ASH for t¡,eatment r¡ntil
they are no longer detennined to be a threat to public
safety. This commitment process takes place after the
individual àas served a prison sentence for the crimes. In
September of L997, ASH received its first SVP a¡d the
Department of Corrections estimates that ASH will receive
over l(X) clients by the end of FY 1999. The JLBC Staff
recommends 75 FIE Positions and $3.f million for the
operating costs of the SVP prognm inFY 1999.

Transportation

Arizona Departrnnt of ïransportation

The JLBC Stafi rrcommendation provides $163.t
million from the State Eighway FTnd for statewide
highway constn¡ction, which is $11.0 million, or 7.2o/o,
more than the FY l99t estimate- The JLBC Staff
recommends an ADOT operating budget increase of $3.7
millio4 or 1.6%o. The JLBC Stafi recommends that
ADOT continue to provide quaferly reports on customer
wait time, transaction time, and totâl customer time spent
in Motor Vehicle Division GvfVD) field offices.

FTE Summa¡r lnformatÍon

The JLBC Staff recommendation provides for an increase
of 1,942.2 FTE Positions. This represents an increase
statewide of 4.3o/". The majority of the growth relates to
stafrng new prisons for the Departnent of Corrections and
the Departnent of Jwenile Corrections. These 2 agencies
account for I,195.5 ofthe new positions.

Full-Time Equivelent Positions

Tot¡l Aoprooriated Funds

Fr 99
f.Y 98 JLBC

Asencv E$!E!gt s!g]r

tr"Y gg

Incre¡se/
(IÞcrease)

Dept ofAdministration
AHCCCS
Dept of Corrections
Dept of Economic

Security

Dept of Health Services
Dept of Juvenile

Corrections

Dept of Public Safety

Dept ofTransportation
Universities

All Others

TOTAL

3,7t7.2 3,772-4

1,073.1 1,309.1

1,005.0

1,074.8

9,O20.4

1,014.0

1,689.5

4,348.0

t4,766.1

7.812.3

45-5nA

942.0

I,107.9

9,955.4

r2745
r,74.5
4,553.0

14,938.9

7-874.9

4Lß2-6

(63.0)

33. l
935.0

s5.2

236.0

260.5

45.0

205.0

t72.8

62.6

t-v22

l/ Adjusted for comparability with the JLBC Staff
recommendation

Budget Reform

Laws 1997, Chaper 210 made cbanges to the state's
budgeting procedures. Beginning with FY 2000, the entire
budgeling and program evaluation process will be
converted to a 2-year cycle. The rnajor emphasis of the
first regular session of a Legislature wiU be budgetary
rer¡iew and approval. Program Authorization Reviews
(PAR) will be conducted in the second regular session.

For the 1998 legislative session, tbirty-six selected
programs and zubprogfams wifhin lE different agencies
participated in the PAR pr(r€ss. The joint findings of the
JLBC Statr and OSPB a¡e found in 2 documents:
individual reports and a composite PAR documeng the
JLBC StatrOSPB PAR Executive Summarv. This
Executive Summarv has been disEibuted to each legislator,
the Governor, and the participating agencies.

The JLBC Staff and OSPB provided recommendations to
the PAR Committees, which were comprised of legislators
and private citizens. The PAR Committees then adopted
their own recommendations. A summary of the JLBC
Stafl OSPB and the PAR Comnittee recommendations is
included in the Analvsis and Recommendation Book.

Of the JLBC Stâfi recommendationg 3 have a FY 1999
budgetary impaa. The JLBC Stafr recommends the
elimination of the Office of Sports Development and the
Border Infrastrr¡cture Finance Office, both within the
Department of Commerce. A JLBC Stafr review found
that there is no er¡idence that the Office of Sports
Dwelopment is necessary for the growth of the sports
industry in A¡izona Another JLBC review found that the
Border Inûastrucû¡re Finance Office is no longer
necessary because the newly<stirblished Greater Arizona
Development Aúhority now provides technical and
financial assi$ance for ru¡aI communities throughout the
state.

The JLBC Staff also recommerds that the Deparünent of
Agriq¡ltue allocate a fair sha¡e of Department of
Agriculture adminisrative expenses to special rcvenue
funds, and commodity councils' and commissions' frmds
based on total expenditures, 'FTE counts, and sewice
hours. A cost allocation methodology had been in place
before FY 1998, hlt was s¡spended perding the PAR For
further detail on these budgetary recommendations,
please see the narrative in the FY 1999 Supplemental
Section of the Analvsis and Recommendations Book.

The next PAR cycle will be in 1999 and 2000. Chapter
210 requires the JLBC to initiate legislation speciffing the
progr:rÍrs and zubprognms that will undergo review
through the PAR process. At the November 1997 meeting
of the Joint Legislative Budget Commiúee, the JLBC Statr
and the Executive recommended that 45 programs and
zubprograms undergo a PAR rwiew. The Cornmittee gave
a favorable review to the proposal. Legislation will be
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introduced in the 1998 Regular Session to give final
approval to these projects. The JLBC Staff and the
Executive will conduct their rwiews itr 1999 and the
Legislature will examine the resr¡lts in 2000.

Chapter 210 also requires agencies to submit their budget
rcquests using their progam sh¡cture. This change will
allow the forrnat of the General Appropriation Act to be
converted from line items of expenditure zuch as Personal
Services and Travel to a list of programs representing the
most important activities of the agency. All budget units
:¡r€ to be converted to program budgeting by FY 2006. By
Jnly I, 1998, the JLBC Sraf and OSPB shall issue a
schedule delineating the year in which each budget unit
shrll þgi¡ submitting a prog¡a¡n budget. JLBC Staffand
OSPB have currently agreed upon 67 agencies thlt will
pfesent their FY 2000 budget submissions in a pogram
budget format The JLBC Staffad OSPB will fin¡lize ths
rcmaining schedule to meet the July l, 1998 deadline.

An important aspect of moving to progran budgeting is
the linldng of results-oriented perfonnance measures to
budgeøry decisions. Althouglr agencies have been
improving their performance measures, improvement still
can be made. In additioru employing perforrnance
measures by the Legislature in naking budgetary decisions
is new. Based on these concerns, the JLBC Stafi
recommends ttnt the subcommiuees of the House and
Senate Appropriations Comminees meet during the interim
to determine appropriate perfonnance measures that would
be useñ¡l in the appropriations proc€ss.
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BUDGET DETAIL BY AGENCY



AGENCY

K-r2

UNryERSITIES

DEPT OFCORRECTIONS

AHCCCS

DETTT OF ECONOMIC SECIJRITY

DEPT OF HEALTI{ SERVICES

JUDICIARY

COMMUNITY COLLEGES

DEPT OF JLIVENILE CORRECTIONS

ALLOTHER

TOTAL

tr"y 19ß
Esd,m¡tc

1r2r,6ó'r,2ú
6æ,909,500

46.2,tt5,3N

504,713,m0

394276,W
2t5,4ß]n
128,81t,mo

120,757,7W

5s,92\7ú
420.328.000

5 1049ríß4tx)

FY 1999
E¡errtive

Recor¡rmcnd¡dm

¿235,808,300

72t,542,&0

531,517,f)0

516s99,m0

415,211,l)0

23t,4ß,%O

t28,8u,000
I 15,616,200

6&659,900
,164.020.100

5,429,265,900

FY 1999
JLBC St¡fr

R¡cor¡r¡rcnd¡tlon

S lXfrercnce
JLBC-

E¡æ'¡¡tive

$ IXfrercnc:
JLBC-
FY I9S

2,143,073.1æ

715,8t4,900

5t6,295,7ú

5tL779,7t0
,()5,tæ,200

227,843,5N

138,051,100

1r5,489,300

65,r60,0æ
¡145,205,100

s 244957 6trt

(9\135.2o0)
(5,657.500)

(15,221.900)

(3,8r9,300)

(10.ø1300)

(3,636.400)

9,240,100

(r26,$0)
(3,4e9.900)

(lt.815.000)

11,14.313.300) I

21.411.900

34,975,,100

54. t80.,100

E,066,700

10.893,300

r\370,m
9.2¡m.100

(5,268,,m0)

9.237.i00

24.gn.loo

GENERAT FUIID AGEIICIES

Fy t999 ftBC STAFF RECOl'll'lEllDATlOll

COI.IPARISON wlTI{ EXECUTIVE RECOI'II'IENDATION AIID FY 1998 APPROPRIATIONS

Operating Dollar Increase by Agenry
FY 1999: Sr80.0 Million

Other
$19.8M

K-I2
$21.4 M

Judiciary
$e.2 M

DJC
s9.2 M

Universities
$3s.0 M

DOC
$s4.2 M

DHS
$12.3 M

AIICCCS
$8.0 M

DES
$10.9M
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SUPPLEMENTAL SUMMARY

OPERATINGBT]DGETS
Annual Budeet Units
Heâlth Serviceg Department of
Judiciary
Juvenile Corrections, Department of

Biennial Budeet Units
Envi¡onmental au¿ity, Depattment of
Equalizatior¡ Boa¡d of
Governor, Office of the
Governot's Ofc. of lvfanagement & Budgeting
Homeopathic Medical Examiners, Bd. Of
Library, A¡chives & Public Records, Dept. of
Naturopathic Phys Bd. Of Md. Examiners
Parks Board
Personnel Board
Retirement SysterL Arizona SAte
Revenue, Department of
Treasurer, State

SI]BTOTAL. OPERA,TING

CAPITAL OUTLAY
Heåtth Services, Dept of - State Hospital Renovations 425,000

SUBTOTAL . CAPITAL OUTLAY

General Fund
JLBC

Other
Appropriated Funds

JLBC

138,000

(1,827,300)
0

0
0

3,600
15,000

n,200
0

0

551,300
0
0

(l,lo8,2oo)

(1,108,200)

13,287,500

r"r 1998

L3,748,7OO

510,700
1,062,500

0
(ll2,0oo)
200,ü)o

(200,000)
0

0
0

(161,800)

71,600
0

1,494,100
71,300

16,745,100

425,000

17,170,r00

tr"r 1999

3,392,000

0

TOTAL - FY 1998 SI]PPLEMENTALS

Biennial Budget Units
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BIEI{ I{ IAT SU PPTEI'I ENTAU'

BUDGET SUMI,IARY

FY t999
OR¡GINAL

s,7nJú

AI'¡NUAI.EED
FY t99r CSA

JLBC REC. -

ORIGINAL

88,¿100-------3ffi-

POUCY r/
ISSTJES

FY 1999

JLBC REC

BIEIII{IAI BUDG ET U¡TS
ADMIMSTRÂITl1E HEÁRINGS. OFFICE OF

AGR¡CT'LTIJRE DEPARTMENT OF

ARTS, COMMISS¡ON ON TIIE
ATTORNEY GENERÂL. DEPT OF I^AW
BAT\¡KING DEPARIMENT, STATE

BOXING COMMtr¡SION
BUILDING AIiID FIRE SAFETY,.DEPT. OF
COMMERCE DEP.ARIMENT OF
CONSNTUNONAL DEFENSE COIJNCII.
CORPORATION COMMISSION
CRIMINAL JUSTTC¡ COMMXSSION, ARZONA
DEAF Æ.¡D TI¡E BLI¡TD. SCHOOLS FOR TIIE
EMRG. &MILITÁRY AFFÂJRS,DEPT OF
ENVIRONMENTAL QUâLIÎY. DEPT OF

EQUAL OPPORTTJMTY, GOVERNORS OFC OF
EQUALE,¡;IION STA1E BOARD OF

Þ(ECUTTIÍE CLEMENCY, BOARD OF
GEOLOGICAL Sf IRVEY. ARUONA
GOITERNMENT INFORMATION ÏECtl AGENCY
GOVERNOR OFFICEOFTHE
CIOT¡S OFC OF N{ÄNAGEMENT & BUDGSTII\IG
HEARING IMPAIRED. COTJNCIL FOR ÏHE
HISTORICAL SOCIETY, ARIZ ONA
HISTORICAL SOC]ETY. PRESCOÎT
INDIi{N AFFAIRS. COMMISSION OF
INSI,JRAùJCE DEPARTMENT OF
L{}¡D DEPARÏMENT. STATE
LAW ENFORCEMENT MERIT SYS COT'NCII.
I.EGISI.ATURE

Auditor Cæncral

Hou ofRcprcscntativcs

Joint LcgÊlatirc Budget Cmninæ
kgislativc Corncil
Libr¿ry. Archivcs & Pr¡blic Rccords
Ssîa¡r
TOTAL

UQUOR UCENSES A}ID CONTROL DEPT
MEDICAL STUDENT LOAI.IS BOARD
MINE INSPECTOR
MINES & MINER.AL RESOURCES. DEPT.OF
NAVIGABLE STREA,I ADJUDICAÍION COMlvf
OSI{A REVIEU/ BOARD
PARKS BOARD
PERSONNELBOARD
PIONEERS'HOME
PoSISECONDARY ED(rcATION, COMlv[ FOR
PUBLIC SAFETY. DEPARTMENT OF
RACING. DEPARTMENTOF
RADIATION REGUIATORY AGENCY
RAI¡GERS'PENSIONS
REAL ESTATE DEPARTMENT
REVENUE. DEPARTMENÎOF
SCHOOL CAPITAL FACILITIES. ST BD. FOR.

SECRETARY OF STATE
TA}i APPE.ALS. BOARD OF
TECHMCAL REGISTRATION, STATE BOARD OF
TOURISIVí OffiCE OF
TREASIJRER STATE
UNtrOR-I{ STATE LAWS, COMMISSION ON
IVEIERAI.TS' SERVICE COMMISSiON
WATER RESOI,]RCES. DEPARTMENT OF

W'EIGTITS A¡¡D MEASURES. DEPT. OF

ÎOTAL - BIEN¡IIAL BI,JDGETTINITS

OPN.ATING BT'DG ET TOTAL

613300
uJ017m
4351m

24317,700

15ú1.7æ
7¡,t00

3,077300
19,927,7æ

0

5,t2¿tæ
750,m

tt.07l.?00
t0.833,5æ
æ,¡¿1O,2æ

25¡1,900

flt,800
1.635.500

795,6q)
t,0æ,000
533l,tm
3,504.6æ

254300
435t.600

698.7m
t60.100

5,(Xt,6æ
l4.O4O,¡100

s12æ

10,09t,100
8,60t.2m
L?205æ
3,952.?00
6.æt,600
6392,tæ

-5i5r5-2n3,ffi
195,t00
9t0,900
759,5æ
l¿14,6(x)

9,(m
7,679,100

3t6,700
L]o4,¡m

0

æ,520,tæ
16aó,0æ
1.620,9æ

ll.¡(x)
3.æ6.{00

5{.583,8ü)
0

4.369.7m
2il.100

0
r.825.tæ
4,43 I,100

31.600
1,004,000

t9.941.8m
t,614.900

alta:f772a0

(3¡¿600)

(107,¡m0)

13,500

(l ¡2.900)

(200,000)

339,500

I,m,æ0

æ.600
159.300

(4er.900)
42'2æ

1,1?Lffi
3t9,600

697,600

¿too
t.tæ

1t00
1100

r6.000

613.300

I t.192,900

4,351900
24.39t 0æ

2,564,700
7l.tæ

3.077,300
l9,t?¿rt00

0
5,t36300

750,O00

It,073.7m
t0,t56,700
29,1Tf,3@

54,9æ
705,900

1.640.600

795,600

t.000.000
5331.r00
3.3û{,600

54,300
¡1.353.6æ

7012m
t60.100

5J%,000
1.t,083.100

s\2ú

t0,094,1m
9,60t,2m
2.220,5æ
4,031300
6,4ót,9m
6,392,800

-sffiLt47,ffi
239,000

t,035,r00
759,5m
l¡14,ó00

9,000

7,tt0,200
35t.900

2J11,900
l,?l\ffi

7J,9¡O,¡O0
2.650,200
t.620,s

t I,t00
3.æ6,.l()0

55,609,t@
0

4.17L5W
2a9.2æ

0
8,825.r00
4.47.tû

33.700
1,004.000

19,979.700

t.703300

0
(309.r00)

0

t03æ
0
0
0

(105,300)

0

13.5æ
0

0
3.200
37,100

0
(l 12,900)

5,100
0

0
0

(200.00o)

0

2,000
3.500

0

347,ffi
4\7N

0

t,000,000

0
æ,600

163,3æ
0

-Ï24-¿9oo--74,000
(s6.Eo0)

54,900
0
0
0

(4er.eæ)
4\2æ
7,5æ

r,1t\ffi
3t9,600

4,2ú
0
0
0

1,026,000

0
2,t00
8.lm

0
0

16,700

1100
0

37,900

¿t00

10,300

2.t00

23,2æ
37,¡00

5,100

¿000
3,500

7,900
4/7æ

7,500

4,200

32t,¿t00

13.900

37.900

1{00

a,arqTm

- ll -

-@- -øF- 
@-

FY 1999

General Fund

l,' Deørl fornd on ¡gc S-l of thc fui¡lysis gld Rærm¿nd¡tions volw

3j92,rm 5¡7S,2t9,ólX' 393r,000



BIEN N IAL SU PPI"EM E}ITAUI

BUDGEÍ SUI,IMARY

BIEIII¡IAI BUDGEf UNITS
ACCOUNTANCY, BOARD OF

Af,IMINISTRATN/E HEARINGS, OFFICE OF

AGRICULIURE DEFARTMENT OF

APPRÁISAI. BOARD OF

ATTORNEY GENER.AL - DEPT OF LAW
AUTO TIIEFT AUT}IOR¡TY 

-

BARBERS, BOÂRD OF

BEI{AVIOR.AL HEAI.JTH Ë(á,MINERS, BD OF
CHIROPRACIIC Þ(^¡VÍINERS, BOAR.D OF
COLTSEUM Al\¡D Þ(POSITION CENTER
COMMERCE DEPÁRTMENTOF
coNTRrq,CTORS, REGISTRAR OF
CORPORATION COMMISSION
COSMETOLOGY, BOÁRD OF
CRIMINAL ruSTICE COMMTSSION ARIZONA
DEAF AND THE BLI¡¡D, SCHOOIJ FOR THE
DENTAL EXAMINERS, BOARD OF
DRUG & GANG PREI'/ENTION RESOT,IRCE CTR
EMRG. &M¡LITARY ÁFFAIRS, DEPT. OF
ENVIRONMENTAL QUAL¡TY, DEPT OF
FIJNERAL D¡RECTORS ¿T, EMBALMERS, BD
GAI\'E AND FISH DEPARTMENT
GAMINq DEPARTMENTOF
COVERNMENT INFORM.ATION TECTL AGCY
GO\¡S OFC OF M.ANAGEMENT & BI.JDGETING
HEARING IMPNRED, COUNCIL FOR. THE
HOMEOPATHIC ÐGMINERS, BOARD OF
INDUSTRI,AL COMMISSION
LANDDEPARTMENT, STATE
LOTTERY, ARJZONA

IúEDICAL EXAI\,fINERS, BOARD OF
MEDIC,CL STUDENT LOANS BOARD
N.{TTJROPATHIC PHYSICIANS BOARD
NI.JRSING, BOAR.D OF
NURSING CARE INSTITUTIONAL ADMIN. BD.
OCCUPATIONALTHERAPY EXAIT.I. BD OF
OPTICTANS, BOARD OF DISPENSING
OPTOMETRY, BOÁR.D OF
OSTEOPATHIC EXA¡\,IINERS, BOARD OF
PARKS BOARD
PH.ARMACY, BOARD OF
PHYSICAL THER,{PY EXAT,ÍINEFS, BOARD
PIONEERS' HOlr,lE, ARIZONA
PODI,ATRY EXAT{INERS, BOARD OF
POSTSECONDARY EDUCAT¡ON, COMI¿ FOR
PRIVATE PC'STSECOì¡DARY EDUCATION
PSYCHOLOGIST Ð(A'INERS, BOARD OF
PUBUC SAFETY, DEPARTMENT OF
R.ACING. DEPARTMENTOF
RADIATION REGULATORY AGENCY
RESIDENTI.AL UTIUTY CONSUMER OFFICE
RESPIRá,TORY CARE Þ(A,ÍINERS BOARD
RETIREMENT SYSTEM
REVENUE DEPARTMENTOF
SCHOOL CAPITAL FACIL¡ITES. ST. BD. FOR
STRUCTI.JR.AL PEST CONTROL COMM

FY 1999

ORIGINAL
A},¡NUALTZED

FY r99r CSA

1,500

r9,(m
t0,000

tz7oo

14000

4,7æ

31,6fl)

FOLICY I/
ISSTJES

FY 1999

JLBC REC.

JLBC REC. .
ORJGINAL

f,25¡l,tü)
7513ú

\t7s,3æ
294,(m

r3,3$,qn
l,u69m

t6L7æ
394,3ü)
2S9,1OO

12266,5æ
7,59r,9m

6044,æ0
lq{39,r00

t31,200
l,q)qrm
6,420,ffi

6{9,900
207,m
17,7û

l&2r9,5æ
I17,,100

20,t5t 9oo

4,tn,t00
4,ztt,700

500,000

4,160,7ü)

12,ffi
t3.&7,7æ

901,500

54,379t00
3,210,t00

20,ffi
td5m

1,606300

t24,2û
t067q)
70,9m

rr6,9m
360,4m

3,:)07,t{x)

æ6,100
133,5û)

\æ7,7U)
70,500

0

r69,2m
275.2æ

¡14,0Of,3æ

3o4,tm
I 13,100

9,11,400

It3.,t00
t,766300
r,4¡x,9(x)

30,(m,(m
l,¡ló1,7m

llqt00

7,Tto,ffi

396,r00
9()9,æO

49,900

550,m0

26r,2ú

4r0o

56r00
11,200

41,(m

29,(m

¿427,ffi

2û,ffi

1,254.t00

75¿300

2,2t6,r00
29¡f,æ0

2r.r5q9m
I,l76,9m

r6¿700
394,300

259,m
t1266,5@
7,990,200

6914000
lq+{9,1m

til,100
¿45t,100
6,42qó00

64q9m
207,,10o

47,7ú
It,5dt,,r00

It7,¿100

2qr95,(m
4,5æ,t00

d23t,700
500,000

4160,700
4\ffi

13,6Tt,ffi
90t,500

54,40¿.l{x)

3,210,1m
77,m
95,7m

\6473æ
l2+2m
1067ür
æ,9æ

u69o0
3t9,¡|{n

3,307,a00

736,I(x)
t33,500

¿în7,7æ
70,5m

\427,ffi
r69,200

275,2W
¡É,00r,3æ

3{X,t(x)
ll3,t00
94l,,tm
It3,¿t00

9,O7t,tOD

t,404.900

30,m0,m0
t,47t,7û

0

0

uqr00
0

7,77t,W
0

0

0

0

0

398,300

92t,(m
10,000

49,900

550,(m
0

0

0

0

343,9ü)
0

36100
0

0

0

0

0

29,7æ
0

31,6m
0

56r(x)
1t,200
41,(m

0

0

0

0

29,æ0
0

0

0

0

0

Z&7,ffi
0

0

0

0

0

0

0

311,5fl)
0

0

9,(m

FY t999
Other Funds

- 12-
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TECHMCAL REGISTR.ANON BOÁRD OF
VETEN.ANS' SERVICE COMMISS¡ON
VETERINARY MED ÐAMINING BOÂR.D

WATER RESOTJRGS, DEPARTMENT OF

WEIGHTS Ä}¡DMEAÍ¡I.'RES, DEPT. OF

TOTAL - BIE¡NIi{L BUITGETIJNITS

FY t9t9
ORIGNAL

&¡9,9m

&535,200
2ß,ffi
u,(m

124,1ú
297,&7W

l/ Da¡l foünd d p¡ge S-l of tbc A¡d:¡i¡ ¡ad Rccmc¡d¡lns r¡olunc-

AI.¡NU.TIZED
FY t99t CSA

66{X)

246'0O0

FOUCY r/
tssnEs

FY 1999

JLBC REC.

JLBC REC. .
ORIGINAL

ßJ33.5oo

6',¿ræ t92,üX)

&flLÍþ
2¡rc,6fX)

¡o,(m
7U,7æ32o,¡too

ü1Jt7500 3rr.rrt¿00

6¿r(x)
6.6{n

0

0

320,¿l(x)

-13-



FY 1999 GENERAT FUIID SUI,II,IARY

AilIIUAt BUDGET UNITS
ADMINISTRATON DEPARTMENT OF

AHCCCS

COMMI.'MTY COLLEGES

CORRECTIONS, DEPÂRTMENT OF

ECONOMIC SECURITY, DEPIRTTIæNT OF

EDUCATION, DEPARTMENT OF

HEALTII SERVICES, DEPARTMENT OF
JT'DICIÁRY

Court ofAppcå¡s

Sr4cricr Cot¡ft

SrÐfEmc Colrt
TOTAL

JTIVENtrJCORRECIIONS, DEPTOF
TR.ANSPORTATON DEPARTMENT OF

UNIVERSITIES

Arizon¡ Sta¡c Uniwrsity - M¡h
Arizooa Saæ Univrnity - Eaa
Arizør¡ Staæ Uniwnity- Wcst

No¡rhcn ndæna Univclsity
Board ofRÉlcnB
Univcnity of Arizoru - Main
Ur¡irrcrsity of Arizon¡ - Hc¡nh Scicûcca Cc,ûtcr

TOTAL
TOTAL - AÀINUAL BT'DGEII.|NITS

BIEIII{IAI BUDG Ef UNITS
ADMINIÍ¡TR.ATTVE HEARINGS, OFFICE OF
AGRICT,JLÏ'TJRE DEPARTMENT OF
ARTS, COMMISS¡ONONTHE
ATIORNEY GENERTC,L - DEPT OF LAW
BA¡¡KING D¡,P¡nnvCNT, STATE
BO)gNG COMMISSION
BUILDING AND FIRE SAFETY, DEPT. OF
COMMERCE DEPARTMENTOF
CONSTITUTTONAL DEFENSE COUNCIL
CORPORATION COMMISSTON
CRIMINAL ruSTICE COMMISSION ARIZONA
DE.AF AND THE BLIND, SCHOOI.S FOR THE
EMRG. & MILITARY AFFAIRS, DEPT. OF
ENVIRONMENTAL QUALITY, DEPT OF
EQUAL OPPORTIJNITY, GOVERNOR'S OFC OF
EQUÂLIZATION STATE BOARD OF
EXECUTTVE CLE¡\{ENCY, BOARD OF
GEOLOGICAL ST'R\æY, ARIZONA
GOVERNMENT INFORMATION TECrt AGENCY
GOVERNO& OFFICEOFTHE
GO\rS OFC OF MANAGEMENT & BI.JDGETING
TIEARING IMPAIRED, COI'NCIL FOR THE
HISTORICAL SOCIETY, ARI?ONA
HISTORICAL SOCIETY, PRESCOTT
INDIAN AFFAIRS, COMMTSSION OF
INSLJRANCE DEP.m¡t¡CNt OF
LANDDEPARTMENT, STATE
LAW ENFORCEÀ,IENT MERIT SYS COTINCIL
LEGISLATURE

Auditor Gcner¡l
House of Rcprcscnratiræs

Joint t€gislative Budgca Commincc
LeAislatiw Council
IJ'brary, Archiw & Pr¡blic Rccorûs

Senâre

TOTAL
UQUOR LICENSES Æi¡D CONTROI- DEPT.
I{EDICAL STUDENT LOANS BOARD

FY l99t l/
ESTIMATE

2644¿tû
5(X,7l3,m0
1m,757,7æ
46¿rr5'3m
3,!X,n6W

1r2r,eil,2û
2f5'¿173'f1¡)

9,¡l6tpm
r05,797,tm

f3,J,14,9(X)

128,il1,(m
ss,%7û

578,(m

234,608,&n

699s,(m
35,7U,tû
97,2tt 600
r0,58&3m

244,5n,m
5r,r066{n

6t0,9o9,ffi
a,7rr,6órJ00

37,787,100

L72t,ffi
2t6,2æ

FY 1999

Þ(ECREC.

26r03,900
516,599,(m
ll5,6r62(x)
$r,5u,6{n
4l5,2rr,tx)

¿235,t0t 3æ
23t,1T),9æ

9,¡16t,:no
r0J,797,too

13,544,9m

r24trr,(m
6t,659,qX1

579,300

248,9r7,r00

¿330 9fl)
36.64.9,7O0

99,509,500
2t,9t4,2æ

253,7t6,2æ
53,3A1,tæ

FY 1999

JLBC REC.

26r14400
srzTtg,7ú
ll5,¡1t9,300
5r6295,700
¿o5,170,200

¿r41frß,r0o
t,t43.5æ

9,æ¿roo
rr4,437,(m
13,7r¿(m

13r,05t,100
65,r60,(m

579,500

249,(X0,¿¡00

8,7rqr0o
37,M,7æ
99,1Tt,7æ
l4t0l,7(x)

253,99r,m0
53,r17,300

JLBC REC..
ESTIMATE

JLBC REC. -
Ð(ECREC.

(258,{n)
t,066700

(5,26r,4{n)

54,1t0,4{n
r0,t93,300

2l,,lll,9ü)
r¿37q{x)

:¡63,8æ

t,639,20O

2t7,t@
9,240,r00
qæ73m

1.500

(6re,500)

(3,ile3m)
o26e00)

(r5,22r,900)
(ro,04l,3m)
(92735,2æ)
(3,636,4æ)

363,rm
t,6J9,200

237,1m
9,240,r00

(3,499,900)

rB,:¡00
t,379,2û

397,m0
(331,t00)

(7,rt¿500)
204,t00

(247,ffi|
(5,657,t00)

(u6u7,6{m)

0
(148,700)

0

I,159,,100
(200)

0

200

72t,54,¿4ú 7r5,rr4,9m
4,992,629,000 4t6ó,5rr,{Xr 154,E50J00

t4,431,6ü)
r,7l5,loo
1,301,9m

r,tt9,r00
4,2t3,4æ
9,413,600

¿0r0,700
34,975,û1)

15,,rfi)
(49,200)
&17æ

(8,1m)
ót,600
l,7m

67,100

4903,t00
(35q(m)
r042q)

(50orm)

'(¡6,800(3,22r,500)
(3,ß¿200)

6500
G00,700)
(3e,5oo)

15,300

eræ,mo)
26,7û

(rrqm0)
(3,t00)
65,100
It,4m
4,r00

6(B,500
2tz2û

2ro,2(n
I,169,300

54,6m
(8r¿2m)
2A,7æ
129,100

597,9ü)
rr,24¿r00
3,9l),2m

24,406,r00

¿Jol,ræ
7qr0o

3,0r0,200
r4,9rq900

350,m0
5,730,100
r,25(),mo

12566,900
r407t 200
3¿3(D,ln

24t,m
106600

r,6rqr00
78q300

l0,l0o,mo
5,305,r00
3,421m

257,m
4,2tt,500

6t3,t00
1t6,000

4716rX)
l3,tt0,9m

5¿r00

9,tt3,9m
8,431,9m
¿165,9fl)
4,t44,500
6r97,200
6,263,700

613,300
u,641,6m
+35¿900

24,998,(m

2564,7ú
7l,t(x)

3,077,300
20,229.,tû

0

5,1362ü)
750,(m

rq0æ,7fl)
rgr567oo
32253,M

254.9æ
705,9ü)

l,640,6(n
795,ffi

9,nt,1û
J 331,t00
3 304,6û)

254,3æ

dt53,500
7q2û
r60,100

5,436600
14013,100

SZrn

613,:¡00
rr,r92,qx)
4,352,qn

24,398,(m

1se,7ú
7l,t(x)

3,077,300

t9,t2.,400
0

5,t36,:I0O
75qmo

r8,0æ,7ü)
r0,8567(x)
29,tTt,3æ

254,9@
705,9m

r,ôl0,6fl)
7,95,ffi

t,m0,000
5,33r,t00
3,304,600

2t4,300
4,353,6m

70a.2æ
160,tm

5396(m
14,0t3.100

s12ú

(600,000)

(4O7,400)

(3,076,r00)

0
0
0

0
lm

0

0
0

0

0
0

0

100

(rl,22r,700)
0
0

0

(499,900)
0
0

(4o,600)
0

0

0

1,000,(m
0
0

159,4{n
0

10,094,100

t,6()1,200

\2m,5ú
403¿3m
6,30¿5oo

6392,800
J7,6J,1t t

¿847,800
æq000

r0,0qt,r00
9,601,200

Lao,5û
4.032.300
6,¡16f,9m
6,39¿800

3t,t02,t00
\u7,ffi

æ9,000

I,t l),7rru
ll9,(m
(47,2æ)

-14-



FY t999 GEIIERAT IUIID SUM].IARY

FY t99t l/
ESTIMATE

FY 1999

ÐG,CREC.
FY 1999

JLBC REC.

JLBC REC..
ESTIMATE

JLBC REC. -
E](ECREC.

MINEINSPECTOR
MINES ¿Þ MINER.AL RESOURCES, DEPT.OF

NAVIGABLE STREÂI\{ ADJUDTCATION COMIVI.

OSHA REVIEIV BOARD
P/TRKSBOARD
PERSONNELBOARD
PIONEERS'HOME
POSTSECONDARY EDUCAION' COMlvt FOR
PUBLIC SAFETY, DEPARTMENT OF

R.ACING, DEPARTMENTOF
RADIATION REGI,JII\TORY AGENCY
R]{¡¡GERS'PENSIONS
RE/{L ESTATE DgPnnflvfENr
REVE}IIJE DEPARTMENT OF
scHool. CAPITAL FACXLflES, ST. BD. FOR

SECTETARYOF STATE
TÐ( APPEÆJ, BOARDOF
TECHMCAL REGISTR.ATION STATE BOARD OF

TOI,JRISÀ{, OFFICE OF
TREASI.'RT& STATE
UNIFORM STATE LAWS, COMMISSION ON
VETERA¡\¡S' SERVICE COMMISSION
WATER RESOIJRCES, DEPARTMENT OF
WE¡GTITS AND MEASURES, DEPT. OF

TOTAL - BIENNIAL BUDGETUNITS

OPRATING BTJDGET TOTAL

Un¡[oc¿led Sd¡ry Adjusünml
U¡aloc¡rcd CSA
Unallocatcd FY 1999 CSA

GRA¡ID TOTAL

l/ ftoq not inch¡dc Srpplemcnt¡lc.

ovt2/9a

l,(x5,mo
7tz4o0
2s9,7æ

9,(m
6793,4æ

3r42q)
\2513ú
t,7:x,9(n

63,t5¿5(x)

¿6{3,6m
1,604,2æ

r0,m0
195J,2@

53,6f5,æ0
0

¿roJJm
z9zoú

10,000

t,295,5m
s,249,m

30,600
9ót 9m

tq779,2û
I,t4J,300

t,035,t(x)
739,5æ
l34,mo

9,æO
7,679,tû

3r6700
4,æ9,m

o
7dt35,{{n

2,650,200
r,620,900

ll,l00
3,006,4m

57,rr4,gff)
0

4,372 500

2t9,2û
0

t,t25,tm
4,447,7æ

33,700
r,æ4,(m

19,979,500

1,706,r00

r,ß5,tæ
759,ffi
t44,ffi

9,mo
7,rm,2m

35t,qn
¿3rr,9m
r,T3Zffi

ß,9r9{{xl
26'lJ',2û
1,6æ,qn

lLlm
3,006{{n

55,6()!),r00
0

4,37¿,5æ
2t9,2@

0
8,t25,100
4,447,t00

33,700
I,(xx,æ0

t9,979,7ú
1,703,:m0

(9,200)
27,1@

(65,loo)
0

384r00
44,7û
59,aOO

(2'3oo)
r0,057,9m

6,600
r6700

3{n
51,2ü)

1,9úr,t00
0

t,567,2û
(¿r00)

(l0,o0o)
529,ffi

(r01,600)
3,100

39,r00
3,200,J00
(14¿mo)

(498,9m)
422æ

G,vn,sæ\
t,731ffi
(e25,(m)

0
0

0

0

(1,465,r00)
0
0
0
0

0
100

0

0
200

(¿too)

(e,400)

0
0

0

393106900

5,10496t,100

0
3(x)

0

5'10496q¡r00

¿2690É1,90n

5,4r9É32,qn

8,m0,(m
0

9.733.m0

s,437¡65,900

¡l0t,70t¡00

5J75Jr9,6{¡0

5J8¿.952.600

15,¡0rJ00

t70JsrJ00

0
(300)

9.733.(m

r799t4J,o0

(rt,r95,700)

G¿4Jr3J00)

(8,m0,(m)

(rs2Jl3Joo)

0
0

9.733.m0
0
0

-15-



FY 1999 OTIIER APPROPRIATED FUNDS SUMMARY

FY 1998 r/
ESTIMATE

AI{IIUAL BUDGEÍ UIIIIS
ADMINISTRATION, DEPARTMENT OF

AIICCCS
COMMI.'MTY COLLEGES

CORRECIIONS, DEPARTMENT OF

ECONOMIC SECTJPJTY, DEPARTMENT OF

EDUCATIoN DEPi{RTMENT OF

HEALTH SERVICT,S, DEPARTMENT OF

JUDICIARY
Sqcrior Courr

Srrycmc Court

TOTAL
JtryENILE CORRECITONS, DEPTOF
TRANSPORTATION, DEPARTMENT OF

UNTVERSITIES

ArizorE St¡tc Univrßity - Main
Arizona St¡lc UnivErsity - E¡r
A¡izon¡ Slatc Univcrsity - Wcst

Norrhsm A¡izon¡ Univendty

Board ofRcgcnÈ
Univcnity of Arizona - Main

Univrrsity of Arizona - Hcalth Scicnccs Ccntcr
TOTAL

TOTAL. AI\IIUAL BTJDGEÎ UNITS

EIENNIAI BUDGET UI{ITS
ACCOT'NTANCY, BOARD OF

ADMIMSTRATIVE HEARINGS, OFFICE OF
AGRICULÏIJR¡, DEPARTMENT OF

APPRAISAT. BOARD OF

ATTORNEY GENERAL -DEPT OF LAT/
AUTOTTIEFT AUTHORITY
BARBERS, BOARD OF

BEHAVIORÄL HEALTH EXAMINEPS, BD OF

CHIROPR-A,CTIC EXÂMINERS, BO^ARD OF
COUSEUM AND EXPOSMON CENTER

COMMERCE DEPARTMENT OF

CONTRACTORS, REGISTRÂR OF
CORPORATION COMMISSION
COSMETOLOGY, BOARD OF

CRIMINAL ruSTICE COMMISSION ARTZONA
DEAF AND THE BLIND, SCHOOI.S FOR TTIE
DENTAL Ð\AMINERS, BOARD OF
DRUG & GANG PREVENTIONRESOURCE cTR.
EMRG. &MILITARYAFFAJRS, DEP'T. OF
ENVIRONMENTAL QU.ALITY, DEPT OF
FUNERAL DIRECTORS ¿È EMB.AIMERS, BD
GAME AND FISH DEPARTMENT
GAMING, DEPARTMENTOF
C'OVERNMENTINFORTIu,-TIONTECI{.AGCY
GO!fS OFC OF MÂNAGEMENT ¿È BUI'GETING
TIEARING TMPAIRED, COUNCIL FOR THE
HOMEOPATHIC EXAMINERS, BOARD OF
INDUSTRIAL COMMISSION
LANDDEPARTMENT, STATE

LOTTERY, ARIZONA
MEDICAL EXAMINERS, BOARD OF

MEDICAL STUDENT LOANS BOARD
NATUROPATHIC PHYSICI,ANS BOARD
NIJRSING, BOARD OF

NURSING CAR.E INSTITUTIONAL ADMIN. BD.
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0

244s@
26775,m

30¿060,tü)
3t,(X0,mo
t9,337,7æ

4121,900
t,243,400
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\slzooo
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26,641,(m
0

64,ró0,300
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f 93,7f 6¡fOO
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l4t,tü)
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257,919,5æ
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0
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10,926r00
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0
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0

94,I(x)
0

0

(545,900)

0

3,953,¡100
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(rL90o)

3,2m
0

(1,574,2æ)

(445,6m)
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(177,700)

3,1æ,600

2,951,9m
(4ó0,500)

(r,ß630o)
0

1,21t,900

0

0

0

(¿143,700)

454,300

0
(470,500)

FY 1999

EXECREC.

r267t9,4{n
r,2t8,300

l¿15,6ü)

t4,76t,5æ
3r12564{n
45,311,3æ

20,rrqrm

1q221,900

t,243,4{X)

It,¡155,300

4,Tt93æ
259,785,800

9r,436,m0

16',,0,2OO
6,103,300

26,e\W
2t43,7æ

d},160,100

5,976,000

19t,140,300

1,002,6(t9,300

FY 1999

JLBC REC.

JI¡CREC..
ESTIMATE

JLBC REC..
EXECREC.

r,244,1m
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2r8,800
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I,læ,5m

158,6m

394,3ü)
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l¿019,300
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t47,7ú
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ln,(m
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41,700
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9m,000
s\225,tú
3,ræ,600

l9,,t0O

93,600

r,573,6m
t23,100

r,254,800

7SL3OO
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294,W

2r,rJ9,900
l,r769m

16\7æ
394,300

259,4æ
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7,990,2û
q$7,ffi

f0'¡149'200

8tl,r00
l,90t,l(x)
6,420,ffi
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20it,4ú
47,7ú

18,661,9û)

It7,400
20,8TL9æ

45æ,8(x)
zr13,6(x)

500,000

dl60,7m
41ûo

13,709,6fl)
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54401,700

3,2r0,rm
77,m
t4,500

1,647,300
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t,254,800

7sz3û
¿286rm

294,(m
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tq1ú
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88r,r00
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f8,563,¿100

1t7,,û00
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¿,500,800

4,?34,7ú
5m,(m

4,tæ,7@
41600

ß,6n,4ü
q)1,500

54,4Û2"m
3,210,rm

Tt,4ü
95,7W

r,647,3m
t24,200

10,700

19,600

148,¿1O0

5,2æ
8,25¿4æ

3,.100

4,lm
0

4,2ú
247,2û

5,4r9,800

r,@2û
3666(x)

45,7û
53z'9OO

(28,7m)

rt,500
2,200

(800,000)

(5,409,100)

r300
r?0,9m
203,{O0

(5,069,,rm)

0

17OO
900

(385,700)

1,500

2.1n30rJ
36,500

5t,0@

¿r00
7t,7ú

I,100

2,t56,800

0

0

75,t(x)
0

0

0

0

0

0

0

0

34,4ü)
(r0o)

0

J5q(m
0

0

0

0
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0

4roo
0

9944,900)
0

0

0

(342ú)
0

700

0

0
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0

0
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FY 1999 OTHER APPROPRIATED IU]IDS SU]TIMARY

FY l99t t/
ESTIMATE

FY 1999

EXEC REC.

FY 1999

JLBC REC.

JLBC REC..
ESTIMATE

JLBC REC..
EXEC REC.

OCCUPATIONAL THERÂPY Þ(Altf, BD OF

OPTICIAI.¡S, BoAR.D oF DISPENSING

OPTOMETRÍ BOARDOF
OSTEOPATHIC EXA¡UINERS, BOÁRD OF

PARKSBOARD
P}I.ARMACY, BOARD OF

PHySICAL THERAI¡r E)üII{INERS, BOARD
PIONEERS' HOlrdE, ÁRIZONA
PODIATRY Ð(AMINER,S, BOARD OF

POSTSECONDARY EDUCATION COMÙÍ. FOR

PRTVATE POSTSECO}¡DARY EDUCATION
PSYCHOIJOGIST EXAMINERS, BOARD OF

PIJBL¡C SAFETY, DEPARTMENT OF

RACINq DEPARTMENT OF

RADIATION REGTJLATORY AGENCY

RESIDENTTAL UTIUTY CONSI.JMER OFFICE

RESPIRÂTORY CARE ÐÛ{MINERS BOÂRD
RETIREMENT SYSTEM
REVENT'E DEPARTMENTOF
scHool CAPITAL FACIUTTESi ST. BD. FOR

STRUCTI.JR.AL PEST CONTROL COMM
TECHNICAL REGISTR.ATION, BOAR.D OF

VETERA}¡S' SERVTCE COMMISSION
VETERINARY MED EXAI\,fINING BOARD
WATER P.ESOURCES, DEPARTMENT OF
WEIGIITS AI.¡D MEASIJRES, DEPT. OF

TOTAL - BIEI\¡NIAL BT'I¡GETLINITS

OPERATING BIJDGEÎ TOTAL

Un¡llstcd Salry Adjl¡sùrmt
Un¡tloc¡tcd CSA

una¡loc¿rcd FY 1999 CSA

Ífrghw¡y Cqital CSA

GRANDTOTAL

I/ flocs not includc Sr¡Ðlcmcnt¡b.
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PROPOSED FY 1999

oMN¡BUS RECOilCIUAT|ON BrrL (ORB) pROytSrOilS

Department of Administration
r ds session la% defer the enacEnent of the sick leave payouts estabüshed by Laws 1997, Chapter 291 until

problems with satewide fi¡nding and university implemenation are resolved. Also, as session law, defer
the requirement tbat monies in the Retiree Accr¡mulated Sick Iæave Fund over $400,000 revert to the
Gene¡al Fr¡nd-

Departuent of Agrículûre
¡ As session law, divert $4 of the annr¡al $75 pesticiae regisuation fee orrently goirtg to the Water Qntity

Assurance Rwolving Fund (WQAnO to the Agriorlû¡ral Consulation and Training F¡nd in FY f 999.
. As permanent law, divert $8.50 of the annr¡al $75 pesticide registration fee currently going to the Water

Qtutity Assu¡ance RwolvingFund (WQARF) to the Agricultural Consultation andTrainingFund"

AECCCS
o f,5 session law, authorize AIICCCS in FY 1999 to use the Medically Needy Account of the Tobacco Tax

Fund to continue the pbase-out of the quick pay discount fr¡nd the elimir¡,ation of $10 million private
hospital discount replace reduced Federal Furds, fund expanded maternity coverage, and fi¡nd a newly-
required HIV/AIDS medication

o Set the FY 1999 county acute care contribution at $66,689,500, the same level as FY 1998.
¡ Continue the annual ORB prwision of adjusting the upcoming fiscal year's county repayment requirements

under the Disproportionate Share Hospital (DSIÐ progam in line with projected Fderal Funding Also
revise the FY 1998 repayment rcquirement. Also continue the provision of extending county expendiûre
limit adjustments associated with DSH payments an additional year.

. Requirc any disproportionate stnre monies remaining in the Arizona State Hospital Fund at the end of a
fiscal year to revert to the General Fund.

Department of Education
. Set the FY 1999 Charter School Transportation srpport level at $174 per student.
. Require transportation support level palments for FY 1999 to be based on prior year daily route mileage

rather than the highest daily route mileage ftom the las 3 years.
o Eliminate Rapid Decline for sh¡dent count changes attribuable to a district-sponsoled charter switching

sponsors or oeasing to operate.
. Require that l00p/o of the FY 1999 State Block Grant for Early Childhood ñ¡nding allocations be based on

"free lunch" student counts. Allow at least 50plo of the child¡en to receive services from a federally-firnded
or private pre-schml of their parent or guardian's choice. Require participating pre-schools to be lioensed
by the Department of Health Services. Restrict participation only. to school disricts with an average daily
membership of greater than 600 pupils in Kindergartur through 3ú grade.

. Suspend use of the group B Vocational Education weigbt and trander monies to the Sate Block Grant for
Vocational Education for FY 1999. In FY 1999, allocate 95o/oof the block grant-monies based on the
number of llü and l2d' grade vocational education students aú,syobased on the suæessful placement of
students.

Depañment of Emergency and Military Afiairs
. Modiry A.RS. S 35-192F(3) to clari$ that the $4,000,000 annual limit set aside in the General Fund for

Governordeclared emergencies applies to the amount that can be designated for new emergencies rather
than expenditures.

Govemor's Offrce of Strategic Plenning end Budgeting
. As session law, amend the annual budget report requircments of A.RS. $ 35-lf5 to allow the Executive to

exclude biennial budget units from the report produced for the +3d Legislanre, Zd Regutar Session

-lt-



Department of Ee¡lth Sewiccs
. Repeal the FY 1998 trander of $14.8 million from the Medically Needy Account of the Tobacco Tax Fr¡rd

to ã Departttrent of Health Services' Constn¡ction Services Account for consüuction of a health laboratory.

Arizona St¡te Prrks Board
o Delay from July l, 1998 to July l, 2(X)0, the effective date of the cap which sets the rnaximum expenditures

for state par}s from the State Parks Enhancement Fr¡nd a¡rd diverts revenue above the cap to payofi the

Tonto State Park lease-purchase contrect.

Capital Outley
o As session law, allow 25o/o of Buitding Renewal monies in FY 1999 to be used for a) building

modifications to comply with the Americans with Disabilities Act and b) infrastructurc rcpain.
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Overview

he Arizona economic expansion is now in its eighth year,

but the peak, in terms of year-to-year growth was
FY 1995. Growth rates have clearly been gradually
slowing since then. The question in the minds of the
state's economists is: how long can the expansion last?

Optimism is at a record high in Arizona and nationally.
None of the traditional indicators, such as rising inflation,
turmoil in one or more industry sectors, or a foreigr affairs
crisis, can be seen on the horizon. This has led some
national observers to question whether the 'business cycle
is dead', meaning prosperity for the foreseeable future.
Yet, it is a truism that economic changes almost always
come as a surprise, especially when most observers are
saying the same things about the economy.

While trying to forecast a change in the growth rate of
the economy, or even a recession, is a haza¡dous exercise,
it is a question that must be dealt with when planning the
state's budgets for the coming years.

After reviewing the latest available data and consulting
with a panel of economists at the Finance Advisory
Committee Meeting in December 1997, the JLBC Staff
does not foresee a recession duringour forecast period
which ends June 30, 1999. The outlook presented here
includes the expected, or base, scenario.

The timing of Arizona's economic cycle is usually close to
the national cycle, and the sustained national economic

expansion has formed the foundation for the strong
Anzona economy of recent years. Growth in Arizona has

been broad-based in this expansion, not so dependent on
one indusûy (such as real estate development) as in the
past. The expansion in Arizona" which began in FY 1991,
reached its peak in FY 1995. As in the national economy,
we expect continued, but slowing growth for the next
several years.

The U.S. Outlook for Ff 199ó through FY 2000 -
Steady Growth Leads to Record Lone Expansion

The U.S. economy is in its 83'd month of expansion since
the ûough of the last recession in March 1991. Real GDP

grew at an annual rate of 2.2% n FY 1996 and 3.3o/o n
FY 1997 which ended June 30, 1997. Most economists
expect national growth will continue for the next few
years. The JLBC Staff also forecasts slightly slower, but
steady growth in the national economy through FY 2000.

The present JLBC Staff outlook is for growth of 3.4o/o n
FY 1998, 2.lo/o tn FY 1999 and,2.5%o for FY 2000. Our
view for FY 1997 through FY 2000 is broadly based on the
WEFA Group's "baseline" forecast. However, if inflation
rates are, ar¡ many suggest, lower than officially reported,
then real GDP may be 0.25% to 0.50%o higher than
otherwise forecast. (See Chart I and Table l)

THE ECONOI'ÍY
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Table I
JLBC St¡ff Econom ic O utlook

For the N¡tion

Fisc¡l Yc¡rs
N¡tion¡l Econom ic Indic¡tors

Real Gross Domestic Product 1/2/
lo Change

W age & Salary Employment 3/
o/o Change

Pre-Tax Corporation Profits 2/
%:o Change

Housing Starts 3/
o/o Change

New Car Sales 3/
lo Change

Consumer Price Index
%o Change

GDP Deflator
%o Change

Prime InterestRate - Vo

$ 6,82 7.0 S7,0s s.6 s7,292.r
3.4

r23.5
).,

$751.l
7.8

1.4
(2.r)
8.4
l.l

162.2
2.0

113 .4
1.8

8.5

4.7

s7 ,445.4
2.1

125.4
1.5

$735.1
(2.1 )

1.4
(0.6)

8.1
(4.1 )

1 66.3
2.5

I16.1
2.4

9.0

4.8

s7 ,629.s
2.5

t26.9
t.2

$7s4.5
2.6

1.4
1.8

8.4
4.4

171.0
2.8

I t9.t
2.6

9.0

5.1

2.2 3.3

118.3
2.0

$6s3.0
I 0.4

r 20.8)',
$696.8

6.1

t.4
4.5

l5
09

Unemployment Rate - oá

I I C hain-weighted.
2l B illions.
3l M illions.

8.7
(0.7 )

154.6
2.7

109.0
2.3

8.5

5.6

8.3
(4.t )

159.0
2.9

lll.4
2.3

8.3

s.2

Inflation, as measured by either the Consumer Price Index
or GDP Deflator, should remain moderate, n the 2.0%o to
3.0Yo range, for the next two fiscal years. The Federal
Reserve Board has clearly done a good job in reducing
inflationary expectations among consumers, workers and
businesses.

The growing economy has increased the demand for ñrnds.
Nevertheless, while interest rates have come down afìd
stabilized in recent years, they are still at comparatively
high "real" (inflation adjusted) rates by historical
standa¡ds. There may be some room for interest rates to
decline a little more as economic growth slo\ils.

Housing sta¡ts will start to cool in 1998. Auto sales in the
U.S., which were also near record levels for several years,
should level off or decline slightly because of a slower
economy, satiation of demand, and expected continued
increases in the average price of ca¡s above the Cons rmer

Price lndex. In aggregate, recent events, while not totally
convincing, lead to a somewhat "slower but steady''
growth forecast.

Most economists believe continuing efforß made in
Congress to reduce or eliminate the federal budget
deficit will result in a higher national savings rate,
lower interest rates, and higher private investnent.
These will increase emplolm.ent and personal incomes
over time. It is, however, uncertain how much a
falling deficit will contribute to economic grourth in
FY 1998 or FY 1999. In the short-term, deficit
reduction can inhibit growth.

The U.S. dolla¡ has been rising against most European
crurencies and, notably, the Japanese yen. This
reduces elport competitiveness. However, exports
have grown in recent years at a record pace because of
economic grolvth in Europe and most of the rest of the
world economies.

European economies are sho\iling sips of stable
grouú, which should help maintain U.S. exports
performance. However, tlere is a concem in
Washington about the increasing trade deficit with
China, which is now larger than the previous deficits
with Japan. In addition, recent currency devaluations
in Kore4 Malaysia, Thailand and Taiwan will
probably hurt U.S. exports to those countries. This
may hinder U.S. job growtb, which will also make it
less likely that the Fed will raise interest rates.

Accordingly, we feel that our forecast of a slower, but
steady trend in growth for the next three years is
appropriate.

History has shown that U.S. business cycle expansions do
not usually die a natural death. Instead, they are t¡,pically
brought to an end by inflationary pressures, t¡,pically
caused by rising wages and prices caused by surges in
world commodity prices, oil in particular, which cause the
Fed to effect a monetary tightening. Further Fed
tightening of rates could occw if long-term bonds rise
above, say, 8.0o/o in FY 1998, which could cause a
softening in the rate of growth or even a recession by
FY 1999. Also, some exogenous, international event such
as a petroleum price shock as occurred n 1973,1981, and

a

a

a
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JLBC St¡ff Economic Outlook
For Arizona

Fiscal Years

Table 2

sr23,7 39
7.1

$ 108,869
4.4

$21,359
1.9

4,862.9
2.5

$3 3,7ó3
5.6

2,t47.2
2.6

61.2
(1.0)

271.4
(0.6)

5.4

A rizona Econom ic Indicators

Personal Income l/
o/o Change

Personal Income-C onstant Dollars I /
o/o Change

Personal Income-Per Capita Constant Dollars 3/
o/o Change

Population 2/
%o Change

Retail Sales l/4/
%io Change

Wage & Salary Employment2/
%ó Change

Residential Building Permits 2/
%ó Change

New Car Registrations 2/
Vo Change

Unemployment Rate - oá

Millions.
Thousands.
Do llars.
Excludes Food.

$91,457
8.9

$ 83,929
6.4

st9,234
3.2

4,363.5
3.1

s26,984
7.3

1,847.t
5.8

66.6
8.8

260.6
5.5

5.2

s99,402
8.7

$89,23 8

6.3

$ 19,850
3.2

4,495.6
3.0

$28,5 r l
5.7

t,947.4
5.4

65.5
(1.7)

271.8
4.3

5.2

$ 107,44 t
8.1

s9 4,7 62
6.2

$20,495
3.2

4,623.7
2.8

$3 0,40 8

6.7

2,028.6
4.2

64.5
(1.5)

27 0.3
(0.6)

4.7

$ I 15,543
7.5

$99,486
5.0

s20,961
2.3

4,7 46.2
2.7

$3 r,965
5.1

2,092.9
3.2

61.8
(4.2)

273.0
1.0

5.0

ll
2l
3/
4/

1990 could happen again. However, the longer-term
outlook for inflation remains benip, and thus the 1999
U.S. forecast currenfly calls for continued but moderate
gowth. While FY 2000 seems like a long \ilay ofl there is
an expectation that economic activity will remain stable,
perhaps even brisk, as the century ends.

The Arizona Outlook for Fl199ó throush Fí2000

Arizona passed an economic milestone, previously
achieved by 2l other states, when ou¡ total personal
income surpassed $100 billion in the third quarter of 1997.
The JLBC Staff believes the A¡izona economy will
moderate, as shown in Table 2. All Arizona economic
indicators are projecte¿- to exhibit slower but steady
growth over the current and upcoming two fiscal years.
The slower growth forecast is driven by the outlook for the
national economy as well as a stengthening of the
Califomia economy, resulting in slower migration into
Arizona. The improved situation and outlook for the
California economy is viewed as slowing migration, but
increasing trade.

Clearly, there are risks to this forecast from economic
shocks or aggressive Fed tightening.

Nonetheless, Arizona is expected to post strong economic
performance in FY 1999 when compared to other states.

The "Western Blue Chip Economic Forecasf' consensus
calls for Arizona's personal income growttr in calendar
year 1997 ø be 7.2Yo, ranking third in the west behind
Nevada at 8.5%o and Utah at 7.gyo. Recently, revised
employment data for calendar year 1996 indicates an
additional 100,000 new jobs were created in Arizona" up
almost 37,000 from the preliminary estimate. Due to
the magnitude of this revision, Arizona total personal
income has almost certainly been underestimated in 1996
and,1997.

Personal lncome to Grow Moderatelv

In terms of state revenue, no economic va¡iable is more
important than personal income. Char¡ 2 shows how
personal income has performed inGt years. The
estimated 8.7%o cl.:rrent dollar gain for FY 1997 is greartet
than the average 6.8%o expenenced thus far in the 1990s,
although lower than the 8.9%o in FY 1996. In FY 1998
through FY 2000, we see personal income rising at 8.1%,
7.5o/o, and. 7.lo/o, respectively. Historically, A¡izona's
economic expansions featu¡e double-digit personal income
growth that lasts two to four years, but that may not
happen this time. The 9.9Vo growth for 1995 seems to be
the peak for this expansion. Since the national economic
expansion has been uncharacteristically mild and appears
to be slowing, we expect Arizona's personal income to
follow suit.
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Table 3

Arizona Wage and Salary Employment

Year Over Year Prior Year Growth - Fisc¡l Yean

FORECAST

FY 1996 Fv t997 FY 1998 FY 1999 FY2OM

Nunber yo Nurnber o/o Ntrnber o/o Nunber o/o ñ¡mber Vo

Goods Producing:

Manufacturing

Mning
Constn¡ction

Total Cnods hoducing

Service Producing:

Trans., Comn & Public Ifilities
Trade

Finance, Insurance &
RÊal Estate

Services

Govemment

Toøl SendceProducing

Total Wage & Salary

Frnployment

197,800

13,800

124,600

3.9

13.r

9.3

6.2

207,&0

14,600

129,200

4.9

5.8

3.1

4.5

2t8,700 5.4

15,000 2.7

13¿000 2.2

365,700 4.1

223,8W

15,200

t3z2w

2.3 224,4N

1.3 15,400

0.0 131,700

r.5 37r,500

0.3

1.3

(0.4)

0.1336,200 351,200 37t,200

94300 s.4

454,800 4.8

98,600 4.6

474,4W 4.3

101,400

,ß7,300

2.8

2.7

103,400 2.0

500,000 2.6

104,600

513,600

1.2

2.7

I I 1,500

53q500

310,800

5.0

7.5

4.0

5.6

5.8

tt7,M
583,500

322,300

5.3

8.2

3.7

5.6

5.4

124800

617,û0

33¿000

6.3

5.8

3.0

4.2

129,M

648,600

3,10,300

3.7

5.1

2.5

3.5

t32700

671,300

347,500

2.6

4.4

2.1

3.1

2.6

t,@900 1,721,700 1,775,7N

2-028,û0 4.2 LúZ900 3.2 2.147,200

Where Willthe lobs Come From?

Table 3 shows a moderation of growth in our job outlook
for UoA tne goods-producing and service-producing
sectors starting . in FY 1997, when wage and salary
employment increased 5.4%.

Job growth will be highly concentrated in services and
trade. In 1996 through 2000 combined, only services and
trade will increase in their sha¡e of total jobs. In conEast,
construction and manufacturing will probably show
declines in their contribution to total new jobs. (See

Chart 3)

For example: More than 7 out of l0 new jobs will come
from services and trade. By comparison, these industries
accounted for slightly half of existing jobs in 1996.
Manufacnrring had l0.7Yo of all jobs tn 1997, but will
contibute a slightly lower percent to total jobs in the
forecast period. Consûuction will decline further-having
6.5% of jobs now, but probably contributing less than 2%o

of new jobs over the next three years.

Manufacturing employment levels, the state's fourth
largest employment sector, are expected to continue to
rise, but slower than recent experience. Although
manufacturing in Arizona is dominated by a few high-tech
firms, there are also many small manufacturers. There is
some evidence that A¡izona may have a more diverse
manufacturing base than some of its neighboring states.

A recent analysis by Arizona State University reported that
nearly one-half of Arizona's value added by manufacturing

is created in two manufacturing sectors: Electronic and
other electric equipment and tansportation equipment.
Three subsectors contribute 40Vo of Arizona's total value
added ouþut: Electronic components and accessories,
aircraft and parts, and guided missiles and space vehicles.

The Hughes Missile Systems announcement of more than
$125 million of contacts to produce Stinger-RMP missiles
as well as plans to hire 500 engineers are indicators of
strength in this sector. Motorola, Allied Signal and many
other firms in this sector are expanding in Arizona.

Housins Market in T

Direct employment in the constuction industry currentþ
accounts for 6.50/o of total Arizona jobs, compared to 3olo

to 4%onationally. Its impact on the economy is far greater
than this small sha¡e suggests in the short-run.
Consfruction influences economic activþ in many other
a¡eas of the economy, including equipment and building
materials, retail sales, financial services, manufacturing,
and trade. We expect construction employment growth to
slow to 3.7% n FY 1997 and then mildly decline in
FY 1998 through FY 2000 as the housing market slows as
described below.

The Metro Economies Evaluated

The University of Arizona recently developed an
interesting comparison of the two meropolitan economies
in Arizona. Tucson and Phoenix account for
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approximately 16% and 69yo, respectively, of total wage
and salary employment in Arizona. In the long run, the
Phoenix economy has been more robust than that of
Tucson. For example, over the last thirry years, historical
job growttt in Phoenix was 5.5%;o compared to 4.7Yo n
Tucson. Over the last ten years, historical job growth in
Phoenix was 3.4yo and in Tucson,2.7%o. Since the late
1980's, the defining factor for the Tucson economy has

been the construction cycle, and the Tucson economy has

been "leading" the Phoenix-Mesa economy through the
business cycle. Tucson came in for a soft landing in 1995,
then rebounded to a new equilibrium growth rate
consistent rvith long-run averages. According to the
University of Arizona, Phoenix continues to grow above
long-run averages, but is expected to slow to levels more
consistent with long mn averages. Trend-line growth for
Tucson is about 2.5 to 3.0Yo and for Phoenix, 3.5 to 4.0%o.

Main Risks to Forecasts

Thefragile economies in Asia currently add uncertainty to
the forecast. The dramatic devaluation of almost all east

Asian currencies in late 1997 reverberated throughout the
world. Hoping to prevent loan defaults of worldwide
proportions, the International Monetary Fund
sponsored multi-billion dollar aid packages to Korea
and Thailand. In retun¡ these governments are expected to
implement austerþ measr¡res which may plunge their
economies into steep recession. This will have some
impact on Arizona exporters to these counties, although to
what extent cannot yet be estimated.

Labor marlrets in Arizona are tight þr skilled workers.
The unemplo)4nent rate in Anzona is currently below
4.0%o,the lowest rate in over 25 years. Many businesses in
Ariz-ona cannot find enougb skilled workers to fill many
jobs, althougb the shofage is most acute for high-tech
workers. Although many employers will continue to
migrate to Arizonq the delay in frnding good workers may
cause business expansions to slow somewhat.

Forecast Ranges

The JLBC "baseline" economic scena¡io expects continued
but slightly declining growth rates through FY 2000.
Again, the traditional warning sips of rising inflation rates
or a major foreþ crisis a¡e not on the horizon. The
possible altematives, even higher growth rates or a
recession, a¡e the outer bounds to a range of probable
scenarios.

The probabilþ ofa national recession in the next 2 years
is 2Ùo/o, according to the WEFA Group. Low but not
recessionary growth is at 20%o. An accelerating growth
scenario currently has a 10%o probability. This leaves a
507o chance for at least moderate growth in their view, one
with which we concur.

The lower growth scenario, if it occurs, would probably be
predicated on a 'shock' to the national economy.
Currently, one set of possibilities is that consumers, who
have again reached high levels ofper capita indebtedness,
particularly for credit cards, have satiated most of their
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needs during the past several years. As the economy
continues to expand during CY 1998, the Federal Reserve
feels compelled to raise interest rates. The stock market
which has posted ever higher record levels, could have a
long expected'correction' ofl0Yoto20%o to bring prices
back into line with lower expected corporate earnings
growth. But instead of a temporary setback, consrxners
become cautious and sta¡t to concentrate on reducing debt
levels, causing consumption to decline. This would create
a temporary vicious circle for corporate eamings, the stock
market and consumer confidence sometime in mid-
FY 1998 or FY 1999, leading to a short national recession,
which is taditionally defmed as two quarters of negative
growth. In A¡izona, such a scenario would entail a
reduction in state in-migration and cause the growth rate in
new jobs to decline, even to negative rates in the worst
case. This would cause a decline of growth rates in state
revenues led by the attendant impacts on sales tar<es,

personal income tares and, especially, corporate income
tÐ(es. This scena¡io could have a sharp impact on
corporate income ta:< revenues by FY 1999. However, this
recession would have run its cowse by the end of FY 1999
and growth would have resumed for what many expect to
be a surge in economic activity leading to the millennium.

The more likely scenario is that of decelerating yet, by
national standards, enviable growth in Arizona. The
"excesses" of past expansions have not been prevalent.
The state should add another 125,000 residents by
FYl998, and continue to add 115,000 per year by
FY 2000. Phoenix promises to continue to post nation-
leading rates of growth, although the pace is expected to

slow to the "trend" rate by FY 2000. Tucson is expected
to continue its trend growth rate for the next several years.

Summarv

The JLBC forecast recopizes that the base and alternate
scenarios try to reflect a range of outcomes. Based on
national and state economic forecasts at the present time,
the low growth scenario has about a 30% probabilþ. This
means we have weighted the JLBC 'base' case at 50Yo, n
line with the WEFA Group scena¡ios.

Again, any outlook for the economy is done on an
"averaged" basis. In other words, whether subjectively or
quantitatively, an analyst has to weigh the chances of high,
middle, or low growttr economic scenarios based on the
risks identified in the economy and choose the one which
fits the current data. The "bias" for the JLBC baseline
forecast is slightly towa¡d the higher economic and
revenue growth scenario. Based on the historical above
average performance of Arizona's economy in good times
and even in slower periods, the JLBC Staff believes this
view is currently justified.
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Where lt Comes Frcm

Chårt 4. based on FY 1999 forecasted Gene¡al Frmd
rsvenue, shows tbat the bulk of General Frmd revenue is
raised from three sources, known as the "Big Three." The
largest of these is the Sales and Use Ta¿ which is
projected to genexate M.3yo of General Ftmd revenues in
FY 1999. The Individual Income Tax is the next largest
source, accounting fo¡ 35.1%o, while the Corporation
Income Tax sha¡e is l2.7yt Together, these three volatile
taxes are expected to provide 92.lyo of total FY 1999
General Frmd revenue. The currerú JLBC Ståff revelrrrc
forecast is sumrnarized on Table 7. In recent years, the
Property Taxhas been 4proximateþ 4%o of Gene¡al Frmd
revenue. With the 19% passage of a major reduction in
the Property Ta¿ it is now less than l%o oftotal revenue
and does not appear as a separate item inthe pie chart.

ïhe Ì{ew Revenue Forccasts

The new General Fund ¡evenue forecast shows FY 1998
Total Base Revenue of î5,252.3 million, an increase over
FY 1997 of 8212.4 million, ot 4.2%o. The forecast for
FY 1999 is for $5,503.0 millis4 an increase over
FY 1998 of $250.7 millioq ot 4.8%o. Our f,rst published
forecast for FY 2000 shows $5,731.8 million, an increase

GENERAL FUND REVENUE

over FY 1999 of $228.8 millisn, o¡ 4.2%o. In generat orn
forecast reflects the cotrinuing sEength of the Arizona
economy, and also our expectation that certain published
economic variables are rmderstated and will be revised
rryward.

Compared to our most recent prior forecast, in the Julv 10.
1997 Budeet Status Re,port (BSR), our new forecast shows
increases of $81.3 million and $100.3 million for FY 1998
and FY 1999 respectiveþ. As Table 4 strows, tÏe
inc¡eases are prirnarily in our big three taxes, Sales and
Use, Individrul Income and Corporation Income.

Apart from the economy, the most important influence on
General Fund rsvenue collections is legislative
adjustments to tlp tax base. Legislation impacting General
Fund rwenue initiâlty in FY 1996, FY 1997, FY 1998 or
FY 1999 will reduce collections by $748.1 million in
FY 1998, $850.6 million in FY 1999, and by $954.2
million in FY 2000. The total imFact of the legislative
adjustments on Ge,neral Fund revenue collections is shown
in Table 5. Revenue growth before legislative adjusûnelrts
is ll.07o, l2.3yo, 7.8%o, 5.9/o md, 5.2Yo for FY 1996,
FY 1997, FY 1998, FY 1999 and FY 2000 respectively.

GENERAL FUND REVENUE SOURCES
AS A PERCENT OF TOTAL BASE REVENUE

Total Revenues $5.50 Billion

Other
7.9%

Corporation lncome
12.7olo

Sales and UseTax
113o/o

lndividual lncome
35.1o/o

Chart 4
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State of Arizona
General Fund

Total Base Revenue
Comparison of New Forecasts with Julv 10. 1997 Forecast

FY 1998

New Forecast

$2,440.7
r,929.0

700.5

160.7

272.r
$5.503.0

FY 1999

BSR 7/10/97

Table 4

Difference

$56.6

24.7

36.3

1.4

fl8.7)
$100.3

Sales and Use Tan

Individual Income Tax

Corporation Income Tax
Other Taxes

Non-Tax Revenue

New Forecast

$2,322.5
1,831.1

641.0

r73.3
284.4

$s.252.3

BSR 7/10/97 Difference

$2,288.0 $34.5
I,774.7 56.4

644.e (3.e)

154.9' 18.4

308.5 (24.r\

$u.Lq $E1.3

$2,384.1
1,904.3

664.2

159.3

290.8

s5.402.7

The revenue forecasts after these legislative adjusûnents
are shown in Table 7. Table 8 shows the revenue and its
"real" underþing growth before the effect of these
legislative adjustuents is a line cha¡t which shows the
percent changes in revenue before and after the effect of
legislative adjustrrents.

Chart 5 is a line cha¡t which shows the percent changes in
revenue before and after the effect of legislative
adjusfrnents.

lndividual General Fund Revenue Forecasts

Sales and Use Taxes

After legislative adjustrnents, Sales and Use Ta,x
collections a¡e forecast to increase by 5.0% in FY 1998, by
5.1% n FY 1999, and by 5.1% n FY 2000. Without the
effect of legislative Sales and Use Tax reductions included
in Table 5, the forecast would have been for increases of
5.3% l¡nFY 1999 and 5.lo/o in FY 2000.

Indívídual lncone Tax

After legislative adjustrrents, Individual Income Tar<

collections are forecastto increase by 6.00/o in FY 1998, by
5.3% n FY 1999, and by 5.8% n FY 2000. Without the
effect of legislative Individual Income Tax reductions
included in Table 5, the forecast would have been for
increases of ll.9%o in FY 1998, 7.4% n FY 1999, and
7.0%ulFY 2000.

Included in the legislative reductions shown in Table 5 are
th¡ee ta>r credits first effective in FY 1999, (l) donations of
up to $500 to private school tuition organizations that are
willing to provide scholarships to more than one school,
(2) donations ofup to $200 to public schools "in support of
extracurricular activities," and (3) donations ofup to $200
to qualiffing charitable organizations. The total cost to the

state of these credits will doubtless be sipificant, but very
diffrcult to quantiff. The JLBC Staff has estimated an
aggregate cost of $40 million for FY 1999 whereas the
Governor's Office of Strategic Planning and Budgeting has
estimated $80 million for FY 1999.

The method of estimating the two school credits was based
on income tax filers by income group and family size. For
the charitable tax credit, data from cha¡itable organizations
was the basis for the estimate. Both types of credits are
expected to show increasing participation rates in the first
two or three years after the initial year.

With the phasing out of the Federal Retiree Project which
had a total cost of approximately $16l million, we are no\il
faced with a somewhat similar project by the active federal
employees. Ou¡ forecast includes an estimated revenue
reduction for this project of $(1a.0) million in FY 1998
and $(2.0) million in FY 1999. The suit by the federal
employees argues that, since State of Anz-ona employees
were allowed to deduct contributions to their state
retirement plans, federal employees should be able to
deduct contibutions to their retirement plans. After
several court decisions and a decision by the State Boa¡d
of Tax Appeals had made the likelihood of Arizona
winning a firrther appeal remote, Governor Symington
ordered the Departnent of Revenue to implement the
project. Arizona statutes now provide federal employees
the same tâ( teaûnent as that afforded state employees.

Individual Income Tax collections for FY 1997 showed a
sharp (and unanticipated) increase of l4.3Yo primarily, we
believe, due to larger than normal capital gains from
financial transactions such as gains on stock options and
mutual funds. Historical information on capital gains is
hard to come by since it is not included in personal income
and the only source is the Internal Revenue Service, which
only provides information after a long lag period. Because
of this, \re are, as yet, unable to fully evaluate the FY 1997
upsurge. Because the stock market ended 1997 ataneaÍ
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%
FY 1996 Chanee

Before Leg. Changes 54,954,789.7 I I .0

Legislative Changes Q91.79s.2\

Gener¡l Fund Revenue Forec¡st
Before ¡nd After Legislative Adjusturents Effcctive

In FY 1996. FY 1997. F"Y 1998. FY 1999 And FY 2000
(S Thousands)

o//o
FY 1997 Chanee FY 1998

$5,565,336.6 t2.3 $6,000,343.3

(525,478.8) 80.r (748,086.9)

o/o

Chanee

7.8

42.4

%
FY 1999 Chanee

$6,353,533.0 5.9

(8s0,579.6) t3.7

T¡ble 5

o/o

FY2000 Chanse

$6,685,978.8 s.2

(954.177.6\ t2.2

Forecast s4.662.ee4.5 4A Ë.939l!lzj9 &1 5s.2s2.256.4 !2 $5.502.953.4 jlj $5.731.80r.2 4.2

record level, we have an unquantified upside risk in our
forecast, primarily for FY 1998.

Cotporatíon lncome Tax

Arizona's Corporation Income Tæ< receipts exploded in
FY 1997, exceeding the $600 million ma¡k with an
increase of 34.lYo.

Several factors have contributed to this strong profit
growth. Cost-cutting, which was especially prevalent
during the lean years of the early 1990s, has continued
through the expansion adding some leverage to bottom-
line profits for many corporations; and profit growth has
also been fueled by the low interest rates of recent years,
leading to lower debt service ratios for many firms. rù/e

also believe that ta:r revenues have been boosted by the
exhaustion of net operating losses, which many
corporations sustained during the recession. Corporations
a¡e allowed to carry them forwa¡d for five years.

For the forecast years, profit growth rates are expected to
flatten as interest rates increase somewhat the tight labor
market puts upward pressure on compensation, and
expansion adds to unit costs. Afrer legislative adjustnents,
Corporation Income Tax revenues are forecast to increase
by 6.7% in FY 1998, 9.3o/o n FY 1999, and 3.8% in
FY 2000.

The Corporation Income Ta,x is the most volatile of ou¡
major General Fund Revenue components. Forecasting
the Corporation Income Ta>r is complicated by
corporations converting potential refunds into estimated
payments to the state, thereby reducing their obligations to
the federal gover¡ment an4 it has been speculated,
removing it from the view of their stoclfiolders. At some
point in the future, however, Corporation lncome Tæc

refunds will increase substantially as company cash flows
become tight. Our forecast does not provide for this
substantial increase, but it is a sigrrificant risk. As
forecasters, we are harnpered by our inability to gain
access to confidential corporate tÐ(payer retums and, until
recently, Corporation Income Tor collections sorted by the
Standard Industial Classification Code (SIC) have been
unavailable to us. The availabilþ of SIC data \ilill allorv

us to analyze past trends and project future revenues for
individual industries. This will be more precise than ou¡
current method which relies on aggegate data.

PmoerlvTax

Assessed valuation (including Salt River Project but not
Flight Property) increased by 6.0% for FY 1998, and is
expected to increase by 7.3% for FY 1999 and by 4.6Yo for
FY 2000. FY 1999 values for most propefies are already
finalized. Property Tax collections, however, are expected
to decline by Q.$% in FY 1998, increase by 0.2Yo n
FY 1999, and decline by Q.$% in FY 2000.

General Fund collections are down while assessed
valuations are up because the General Fund receives
revenue only from the "Minimum QTR" tax (which is
assessed primarily on school disticts with large utilþ
plants that are declining in value), the tax on property
located outside any school districts and the Flight Property
Ta]<. It should be noted that starting with FY 1998,50o/o of
the Flight Property Ta¡r is included in the General Fund
Property Tax at an aÍiount of $7.9 million for FY 1998.
Prior to CY 1987, this tan was entirely allocated to the
General Fund. In CY 1987 a phased-in transfer of this ta¡r
to the State Aviation Fund was begun so that in CY 1989
all collections went to the State Aviation Fund.

lnsurance Prcmíum Íar

After legislative adjustnents,,the forecast calls for an
increase of 7.0o/o in FY 1998, 13.2yon FY 1999 and6.8%o
in FY 2000. The major rear¡on for these steady and
relatively large increases is the expiration of insu¡ance ta:r
credits covering unusually large assessments under the
state Insurance Guaranty Fund Program to pay the costs of
several large insurance company banlcuptcies in the early
1990s. The effect of the expiration of these credits is
concentrated in FY 1999, causing the spike in collections.
Additional reasons include (l) the expanding stock of new
ca¡s and houses in Arizona, and (2) the impact of more
aggressive enforcement of Arizona's mandatory insurance
laws.
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ANNUAL GROWTH IN GENERAL FUND REVENUES
BEFORE AND AFTER LEGISLATIVE CHANGES
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After legislative adjusûnents, the JLBC Staffforecast is for
an increase of 3.1% in FY 1998, 2.2% n FY 1999 and a
decrease of Q.2)o/o in FY 2000. FY 1997 revenues, which
increased by 12.2%o, were boosted by a number of one-
time processing improvements, which are not expected to
recur. New car sales have leveled off recentþ, although
they remain strong by historical standards. Legislative
adjustnents have caused the General Fund share of the
Vehicle License Tu to decline since FY 1996 and it will
continue to decline through FY 2000 with the largest
percent decline in sha¡e coming in FY 2000, which,
together with a declining growttr rate for total VLT
collections, causes FY 2000 General Fund collections to
show a decline of (2.2)%. Without legislative
adjusünents effective in FY 1996 and later years, growth
would have beenT.l%o in FY 1998, 6.2% n FY 1999 and
5.8%inFY2000.

Iþltery

We forecast General Fund Lottery collections to decrease
by Q3.7)% in FY 1998, (5.8)% in FY 1999, and (5.6)% in
FY 2000. Table 6 displays our Lottery revenue forecast
and resulting diskibutions. Our current forecast no longer
incorporates assumptions conceming possible future
revenue enhancing changes to the Lottery games. The

Lottery administation is currently in the process of
revising its marketing plan, and at this time we are
unaware of any potential adjustnents in the operating
policy. We have also removed the A¡izona Bingo game
from our forecast since the game is to be eliminated.

The current FY 1998 sales forecast is simila¡ to actual
FY 1997 sales. However, \re are still forecasting a
reduction in overall state collections. Laws 1997, Chapter
214 gave the Lottery the flexibility to reduce the state's
sha¡e of ticket sales. Previously, the state was guaranteed
a minimum of 31.5%o of Lottery revenues. Currently, the
state is only guaranteed 29% of sales from the
computerized gâmes and,2l.5%o of sales from the instant
games. The Lottery currently plans on returning only the
minimum to the state.

Beginning in FY 1999, the General Fund will only receive
Lottery monies derived from the Powerball game. Since
the Lottery still must contibute at least 29% of Powerball
sales to the state, the impact to the General Fund in
FY 1999 from the above described legislation will only be
$(1.5) million. However, for FY 1998, the General Fund
loss will be more severe. The General Fund can receive up
to $25.5 million in FY 1998 if the Local Transportation
Assistance Fund, the County Assistance Fund, and the
Heritage Fund each receive their full alloment, and if
additional state profits a¡e still available for deposit. Since
the state now receives a smaller percentage of sales, and
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Table 6

Lottery Revenue D istribution
F o reca st

($ Millions)

FY 1998 FY 1999 FY 2000

Sales 251.00

N et Profit 63.40

Transfers:
Local Transportation A ssistance Fund
County Assistance Fund
Heritage Fund
Clean Air Fund
Econom ic Developm ent
M ass Transit
Health and Welfare Programs (Prop.203)
General Fund

23.00
'Ì.65

13.90
0.00
2.15
0.00
0.00

19.00
$65.70

23.00
'1.65

13.60
0.0 0

2.t 5

0.0 0

0.0 0

17.90
s64.3 0

23.00
7 .6s

13.70
0.0 0

2.15
0.00
0.00

16.90
$ 63-4_0_

since sales are not increasìng, fewer dollars will be
available for deposit. No additional profits will be
available for distribution into the General Fund and there is
the possibility that the Heritage Fund will not receive its
$20 million annual allocation. Therefore, beyond the
guaranteed 29%o of sales from Powerball, we forecast no
additional deposits to the General Fund. The impact to the
General fund from this legislation will be $(6.5) million in
FY 1998.

The monies that previously went to the state as profit are
now going to customers in the form of prizes. It is the
belief of the Lottery administration that the increase in
prizes will translate to an increase in overall sales and will
result in a larger retum to the state (a smaller piece of a
bigger pie). It may take some time for customers to
change their buying habits and purchase more tickets. To
this date, this has not occurred. The Lottery administration
does have the flexibility to raise the state's profit
percentage back to previous levels (or even higher), and
ìile encourage this ifthe anticipated sales increase does not
occur.

fnþ¡est

Our forecast calls for an increase of 129%o in FY 1998, a
decrease of (9.7)% in FY 1999, and an increase of 5.7% n
FY 2000. In general, we expect relatively flat interest rates
with fluctuations in interest collections due primarily to
changes in Operating Fund balances.

D iso¡ooo rtìonale S h a¡e

Disproportionate Share Hospital (DSÐ program revenue
represents money withheld from the counties as part of the
DSH program along with late federal DSH payments from
the prior year. The DSH program is a net gain to the
counties because DSH payments exceed withholdings.
The JLBC Staff projects that DSH revenue will decrease
from $99.9 million in FY 1997 to 877.3 million in both
FY 1999 and FY 2000. This decrease reflects reduced
federal funding for the DSH program in the Federal
Balanced Budget Act of 1997. In FY 1998, DSH revenue
will only decrease to $89 million because of a one-time
state adjusûnent in the DSH program. As a result of this
adjusûnent county withholdings and county net revenue
will be higher in FY 1998 than in future years.
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STATE OF ARIZONA
GENERAL FUNI)

TOTAL BASE REVENUE
AFTER LEGISLATIVE ADJUSTMENTS

(S Thousends)

Forec¡!t
FY 2000

T¡ble 7

(5.6)
3.8
5.7
1.7
0.4
0.0
0.0
0-0

1.5

Actuel
Fv 1997

Forec¡st
FY 199t

Forec¡st
FY 1999

Taxes

Sales and Use
Income: - Individual

- Federal Retiree Project
- Active Fed. Employees Suit
- Corporation
- Urban Revenue Sharing

Property
Luxury
Insurance Pre¡nium
Motor Vehicle License
Estate
Other Taxes

Subtotal-Taxes

Other Non-Tax Revenues

Lottery
Licenses, Fees and Permits
Interest
Sales and Services
Miscellaneous
Transfers and Reimbursements
From BSF due to Cap
Disproportionate Share Revenue

Subtotal - Other Non-Tax Revenue

Tot¡l Bese Revenue

Anount
$2,21 I,159.0

t,727,412.9
(s9,s65.7)

0.0
600,890.4

(257,800.5)
5l,193.5
67,340.5

120,5t6-3
t67,648.7
6s,432.3
2,309.2

4,696,536.6

24,903.0
17,t34.0
60,326.0
30,773.3
4s,647.1
63,942.0

0.0
99,E95.8

Anount

4,967,856.4

s2,322,500.0
1,83 I,100.0

(3,000.0)
(14,000.0)
64 I,000.0

(2e1,243.6)
46,400.0
6 1,500.0

129,000.0
172,800.0
ó9,400.0

2,400.0

s2,440,700.0
1,928,974.0

0.0
(2,000.0)

700,500.0
(340,3 l 0.6)

4ó,500.0
5t,390.0

l4ó,000.0
176,600.0
73,000.0
2,500.0

Am ount

s,230,E53.4

17,900.0
20,900.0
61,500.0
34,500.0
25,000.0
35,000.0

0.0
77,300.0

Ànount
$2,564,500.0
2,040,900.0

0.0
0.0

727,300.0
(387,905.8)

45.400.0
57,807.0

l5ó,000.0
172,800.0
76,300.0

2,600.0

5,455,701.2

16,900-0
21,700.0
ó5,000.0
35,1 00.0
25,100.0
35,000.0

0.0
77,300.0

5.1
t4.3

240.9
0.0

34. I
18.0

(72.8)
(E. l)
5-6

12.2
20.7
(5.e)

6.5

(24.0)
(5e.6)
t9.9

847.4
37.1

230.9
0.0

43.4

34.7

I 9,000.0
19,900.0
ót,100.0
34,000.0
24,400.0
30,000.0

0.0
89,000.0

5.0
6.0

(e5.0)
0.0
6.7

13.0
(e.4)
(8.7)
7.0
3.1
6.1
3.9

5_8

(23.7)
I 1.6
12.9
10.5

(4ó.5)
(53.1)

0.0
(10.e)

(17.2)

5.1
5-3
0.0
0.0
9.3

16.8
0.2

(5.1 )
13.2
'))
5.2
4.2

5.3

(5.8)
5.0

(e.7)
t.5
2.5

16.7
0.0

(13. l )
(4.3)

5.1
5.E
0.0
0.0
3.8
0.0

(2.4)
(l-0)
6.8

(2.2)
4.5
4.0

4.3

343,321.2 284,400.0 272,100.0 276,100.0

$5,039,857.8 8.1 55,252,256.4 4.2 55,502,951.4 4.8 $5,731,801.2 4.2

STATE OF ARIZONA
GENERAL FUNI)

TOTAL BASE REVENUE
BEFORE LEGISLATIVE ADJUSTMENTS

EFFECTIVE T996 AND LATER FISCAL YEARS
($ Thousrnds)

Trblc t

"/o

Actu¡l
FY 1997

AEoutrt

$2,46 1,984.0
2,t99,079.4

(3,000.0)
(l 4,000.0)
693,83 1.9

(29r,243.6)
l 93,63 8. I
70,300.0

132,355.0
I 87,084. r
69,400.0

6,616.4
5,706,046.O

294,297.3

6,75t.6

Forccrst
FY 2000

Amount

s2,724,304.4
2,525,768.2

0.0
0.0

808,047.9
(387,905.8)
208,17 5.4

67,207.0
I 59,730.0
210,162.7

76,300.0
6,90 1.0

6,39t,690.8

Forccrst
FY r99t

Forcc¡st
FY r999

Am ount

s2,592,284.4
2,361,369.5

0.0
(2,000.0)

7 s9,998.5
(340,3 10.6)
203,4t 1.3

67,390.0
149,486.0
19t,676.3
73,000.0

6,070,134.0

283,399.0

T¡¡cs

Sales and Use
Income: - Individual

- Fcderal Retirec Project
- Active Fed. Emp. Prcj.
- Corporation
- Urban Rcvenuc Sharing

Property
Luxury
Insurance Pramium
Motor Vehiclc Liccnsc
Estatc
Other Taxes
Subtotal-Tsxes

Other Non-T¡x Rcvcnucs
Lottcry
Liccases, Fccs and Pemits
Intcrest
Salcs cnd Seryices
Misccllaneous
Transfers and Reimbursements
From BSF duc to Cap
Disproportionate Share Revenue

Subtotal - Other Non-Tax Revenue

Totrl B¡sc Revcnuc

AEotrtra

$2,282,0 E 1-8
I,965,146. I

(se,565.7\
0.0

64r,413.0
(2s7,800.5)
201,390.5

7 5,440.s
124,016.3
t73,648.7
65,432.3
6,t65.9

5,217,368.9

347,967.7

6.7
13.9

240.9
0.0

34.2
lE.0
4.6

(5.2)
8.6

16.3
20.7
2.2

10.9

5.3
7.4
0.0
0.0
9.5

l6-E
5.1

(4.1)
12.9
6.2
5.2
2.1

6.4

0.6
5.1

(e.7t
1.5
2.t

t6.7
0.0

(13.r)
(3.7'

5.1
7.0
0.0
0.0
6.3

14.0
2.3

(0.3 )
6.9
5.8
4.5
2.1

5.4

7.9
r 1.9

(e5.0)
0.0
8.2

13.0
(3.8)
(6.8)
6.7
7.7
6.1
7.3
9.4

19,503.0
17,859.3
60,326.0
30,773.3
55,668.3
63,942.O

0.0
99,t95.8

19.9
847.4

63.1
230.9

0.0
43.4

37.9

I 5,500.0
t9,92s.8
68, I 00.0
34,000.0
37,77 L5
30,000.0

0.0
E9,000.0

l5,600.0
20,935.4
6 I,500-0
34,500.0
38,563.6
3 5,000.0

0.0
77 ,300.O

14,530.0
21,736.3
65,000.0
35,100.0
38,621.7
35,000.0

0.0
77,300.0

(33.5)
(5e.5 )

(20.5)
I 1.6
t2.9
10.5

(32. I )
(53. I )

0.0
(r 0.e)

( 15.4)

(6.e)
3.8
5.7
t.7
0.2
0.0
0.0
0.0

t.4

s5,565,336.6 t2.3 36,000,343.3 7.8 $6,353,533.0 5.9

2t7,288.0

$6,6t5,978.8 5.2
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Arizona now has three funds which can be used for budget
contingencies. These a¡e the Budget Stabilization Fund,

the Temporary Assistance for Needy Fa¡nilies (TANF)
Stabilization Fund, and the AHCCCS Medical Services
Stabilization Fund.

Budset Stabilization Fund - Backsround

The Budget Stabilization Fund @SF) for Arizona was
enacted in 1990 (A.RS. $ 35-1,14). The tund is
administered by the State Treasurer, who is responsible for
transferring General Fund money into and out of the BSF
as required by law. The BSF is desigrred to set revenue
aside during times of above-tend economic growth and to
utilize this revenue during times of below-tend growttt. It
is designed to provide revenue stabilization across a

typical business cycle. Under the economic formula which
drives the BSF, the first payment into the fund was
required in FY 1994.

The Formula

The determination of the amount to be appropriated to
(deposit) or transferred out (withdrawal) of the BSF is
made using a formula based upon total annual Arizona
personal income (excluding tansfer payments) and
adjusted for inflation. Essentially, when annual growth is
above tend, monies are deposited into the BSF; whereas,
when growth is below trend, monies a¡e withdrawn from
the BSF.

The A¡izona Economic Estimates Commission @EC)
determines the annual growth rate of inflation-adjusted
total state personal income, the trend growttr rate over the
past seven years, and the required appropriation to or
transfer from the BSF. The EEC reports this calculation
for the prior calendar year in the April-May timeframe.

Key features of the Arizona BSF can be summarized as

follows:

a The deposit into the BSF (or withd¡awal from the
BSF) for a given fiscal year is deterrrined by
comparing the annual growth rate of inflation adjusted
Anz.ona Personal Income (AZID for the calendar year
ending in the fiscal year to the trend sowth rate of
inflation adjusæd AZPI for the most recent seven
years (see Chart 61.

a If the annual growth rate exceeds the trend growth
rate, the excess multþlied by General Fund revenue of
the prior fiscal year would equal the amount to be
deposited into the BSF (see Chart 7).

If the annual growttr rate is less than the trend growth
rate, the deficiency when multþlied by the General

ARIZONA BUDGET STABILIZATIOI{ FUNDS

Fund revenue of the prior year would equal the

amount to be withdrawn from the BSF (see Chart 7).

By a two-thirds majority, the Legislature, with the
concurence of the Governor, can decrease a deposit
or increase a withdrawal.

Appropriations (Deposits) to BSF

The Economic Estimates Commission reported (May 2,
1994) that the fi¡st pay-in would be required in FY 1994 in
the amount of $78.3 million. This pay-in was due to the
sharp improvement in A¡izona's economy in 1993 as it
recovered from the long recession in the A¡izona economy.

Several requirements were specified by the Legislature for
frmding the BSF in FY 1995. These included the
requirement that any "excess" ending balance (above

$107.2) from FY 1994 be used to repay the "K-12
Rollover" and, thereafter, to make the required deposit to
the BSF (Trigger #1). This requirement was satisfied and
S68.5 million was deposited to the BSF. In addition, any
total General Fund revenues above $4,237.1 million in
FY 1995 was eligible for deposit as long as the total
deposit for FY 1995 did not excee.d the amount called for
by the BSF fonnula (Tngger #2). Based upon strong
Arizona growth n 1994, as compared to the 7-year moving
average, the fonnula called for a S178.8 million deposit.
When combined with the $68.5 million deposit from
Trigger #1, the total of $178.8 million was deposited to the
fund in FY 1995. The ending balance in the BSF was
$223.2 million.

While the 1995 Legislature decreased the maximum
balance in the BSF from 15% to 57o of total General Fund
revenues, the most recent action by the 1997 Legislature
(S.B. I153) çþanged the maximum balance in the BSF to
5.634% in FY 1998, 6.33% in FY 1999, andT%o thereafter.
In addition, the 1997 Legislature appropriated S30.0
million as an ad hoc contribution to the BSF in FY 1998.
Interest samings accrue to the BSF, but when the total in
the BSF accounts exceeds the statutory mædmum percent
of prior fiscal year revenues, the difference is deposiæd
back to the General Fund. This happened in FY 1995 and
FY 1996, and $1.8 million and82.2 million were actually
tansferred back into the General Fund. These excess
samings are not expected to continue.

The JLBC recommends an additional M5.l million deposit
to the BSF in FY 1999. This would provide a total balance
of $348.3 million, or about 6.30lo of revenue that year. If
the Legislature approves further tax cuts which would have
an effect on FY 1999 revenues, the amount of this deposit
will decline. As a result of declining growth rates to
Arizona personal incomes, it is currently forecast that the
first withdrawal from the BSF will be suggested by the
BSF formula for FY 2000. This withdrawal is expected to
be $89,698,000.

a

a
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T¡ble 9

ESTIMATf,D CHANGES TO THE BUDGET STABILIZATION FUNI)
FY 1995 THROUGH FY 2OOO

(Amounts in Dollers)

Actu¡l
FY 1995

Actu¡l
FY 1996

Estim¡te
FY 1997

Estim¡te
FY 199t

Est¡m¡te
FY 1999

Estimrte
FY 2000

Gene¡al Fund Revenues

Maximum Balance
s4,663,7 32,000.0 $4,66 I, I 8 1,800.0

233,187,000.0 233,130,000.0

5.000% 5.000o/o

42,051,988.0 223,187,000.0

178,817,000.0 223,196,380.0

178,816,944.0

$5,039,857,800.0

25t,992,E90.0

5.000%
233,130,000.0

121,660,300.0

$5,2s2,25 6,400.0 $5,502,953,400.0

295,912,125.6 348,336,950.2

5.6340/o 6.330%
245,810,900.0 28E,722,900.0

82,150,000.0 15,232,000.0

30,000,000.0 45,1 15,000.0

$5,731,801,200
401

7.000%
BSF Beginning Balance

BSF Formula Recommendation

Actual/Recommended Deposit

Ending Balance

348,337

220,868,932.0 223,t87,000.0 233,130,000.0 275,810,900.0 333,837,900.0

Effective Interest Rate

Interest Earnings

5.50Yo 5.44Yo

4,130,468.0 12,149,000.0

5.44o/o

12,680,900.0

5.20%
t2,9t2,000.0

5.20o/"

14,s00,000.0
5.00%

12,932,000.0

Refund to General Fund (1,812,400.0) (2,206,000.0)

Ending BSF B¡l¡nce $223,187,000.0 $233,130,000.0 s245,t10,900.0 s2Et,722,900.0 $34tJ37,900.0 s27l

ARIZONA REAL PERSONAL INCOITIE GROWTH:
ONE YEAR RATE TO SEVEN YEAR AVERAGE
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Chart 6

Table 9 shows the actual deposits to the BSF for FY 1995
FY 1996, and FY 1997, as well as estimates for FY 1998
through FY 2000.
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DEPOS¡TS AND WITHDRAWALS
FROM THE BUDGET STABILIZATION FUND
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TANF Stabilization Fund - Backeround

Laws 1997, Chapter 300 created a neu/ Temporary
Assistance for Needy Families (TANF) Stabilization Fr:nd.
This new Stabilization Fun{ authorized in A.RS. $ 46-
138.03, shall be used to supplement existing appropriations
when caseloads for the TANF program operated by the
Deparûnent of Economic Security @ES) exceed budgeted
projections. The fund, administered by DES, consists of
monies appropriated to it by the Legislature and is subject
to legislative appropriation.

The Legislature appropriated $5,141,000 GF to the TANF
Stabilization Fund in FY 1998. It also appropriated
$1,000,000 from the ñmd in FY 1998 to begin
implementation of a new computer system for TANF
eligibilþ determination. The expected fund balance on
July l, 1998 is $4,141,000. The FY 1999 JLBC Staff
recommendation does not include an additional deposit
into the TANF Stabilization Fund. Caseloads for the
TANF program in DES have declined nearly 20%o n the
past 12 months; although that t¡pe of decrease in caseloads
is expected to slow down in FY 1999, we do not foresee
caseload increases that could require use of the
Stabilization Fund. As a result of that and the presence of
an estimated $37,861,800 of federal TANF Block Grant
belonging to the state but on deposit with the federal
govemment, we do not foresee the need for additional
deposits in the nea¡ future.

ltledical Services Stabilization Fund - Backsround

The AHCCCS Medical Services Søbilization Fund is
authorized in A.R.S. S 36-2922. [t is to be used if the
appropriation for AHCCCS in a fiscal year is insuffrcient
to cover the cost of AHCCCS medical services. AHCCCS
must notiff the Chaþerson of the Joint Legislative
Budget Committee and the Director of the Govemor's
Office of Strategic Planning and Budgeting that the
appropriation is insufficient, and the JLBC may
recommend that AHCCCS withdraw an amount from the
Medical Services Stabilization Fund to cover the shortfall.

A.R.S. S 36-292lAQ) authorizes the monthly transfer of
$1,250,000 ($15,000,000 per year) from the Medically
Needy Account of the Tobacco Tær and Health Care Fund
to the Medical Services Stabilization Fund. In addition,
Laws 1996, Chapter 368 authorized an additional one-time
transfer of$30,000,000 to the Stabilization Fund. Interest
earnings are retained in the fi¡nd. At the end of FY 1997,
the fr¡nd balance was $61,267,700. The JLBC Staff
recommendation assumes that pursuant to current law,
$15,000,000 will be deposited in the Medical Services
Stabilization Fund both in FY 1998 and FY 1999.

BSF
TANF Fund
AHCCCS Fund

FY 1998

9288,723
4,141

79.706
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