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Revenue Changes 
 
Proposal:  Sale or Lease of Public Assets 
 
FY 09 Savings: $0 
FY 10 Savings: N/A 
 
This option would allow for the sale or lease of state agency public assets by the state.  There are 
at least 3 options available to the state for selling or leasing assets:   
 
1. This option would allow the state to sell state agency public assets.  For example, university 

private land-holdings could be sold.  This option would allow the 3 state universities to sell 
or lease their available real estate assets on behalf of the state.  According to the 3 state 
universities on November 5, 2008, they have $240.6 million worth of available liquid real 
estate assets.  Of that amount, $226.0 million is available at Arizona State University 
(ASU), $14.3 million at the University of Arizona (UA), and $255,000 at Northern Arizona 
University (NAU).  These assets reflect properties for which each university has no plans to 
use for core support facilities.  Given the large disparity between these values, it is unclear 
the methodology each university used in figuring the value of their available assets.   

 
 Selling public assets extends beyond physical infrastructure to financial instruments and 

activities.  For example, the Rhode Island Student Loan Authority sold $175 million of its 
student loan portfolio and exclusive rights to originate loans for a decade in 2004 to a 
private company for $188 million.  Also, Michigan sold its Worker’s Compensation Fund 
over a decade ago for $261 million.  

 
2. This option would allow the state to lease state agency public assets and transfer the 

operating responsibility of the assets to the lessee.  For example, Chicago leased 7.8 miles 
of its Skyway Toll Road in FY 2005 for $1.83 billion at a term of 99 years.  Chicago’s share 
of the toll road lease was equivalent to 70% of the city’s annual General Fund.  Virginia and 
Indiana have also leased their toll roads.   

 
 This option would allow the state to receive payment for the asset while retaining control 

over the pricing, standards of performance, timetable and dollar amount of capital 
improvements and ultimate ownership of the asset, none of which are preserved when an 
asset is sold.  In turn, the private operator collects all revenues over the life of the lease, but 
assumes the risks, costs and contractual obligations of operating, maintaining and making 
capital improvements to the asset. 

 
3. This option would allow the state to lease state agency public assets while retaining the 

state’s operating role.  In the early 1990s, the state sold a prison and leased it back in order 
to generate up-front revenue.  This up-front revenue was used to pay off the state’s ENSCO 
site.   

 
Selling or leasing a public asset is a complex undertaking that would take a considerable amount 
of time to complete.  It is highly unlikely that this task could be completed in FY 2009, and it 
would still be challenging to complete it by the end of FY 2010.  It is very difficult to place a 
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dollar value on any of the 3 options without extensive work to identify the available assets and 
also the market willing to buy or lease the identified assets.   
 
The success of a public asset sale or lease depends on several economic conditions.  Given the 
current credit market, it is even more difficult to arrange such transactions.  In addition, the sale 
of land may under price the value in Arizona’s current real estate market.   
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Revenue Changes 
 
Agency: Arizona State Lottery Commission 
 
Proposal:  County Lottery Proceeds 
 
FY 09 Savings: $2,007,500 
FY 10 Savings: $4,055,000 
 
This option would transfer 5% of FY 2009 Lottery proceeds for 3 beneficiaries into the 
General Fund, while 10% would be transferred in FY 2010.   
 
Based on FY 2009 and FY 2010 JLBC forecasts, it is estimated that the County 
Assistance Fund (CAF) will receive $7,650,000 in both FY 2009 and FY 2010, the Local 
Transportation Assistance Fund (LTAF) will receive $23,000,000 in both FY 2009 and 
FY 2010, and LTAF II (Mass Transit) will receive $9,499,300 in FY 2009 and 
$9,900,000 in FY 2010.  CAF monies are distributed to the General Funds of each of the 
counties to be used at their discretion.  LTAF monies are distributed to counties, cities, 
and towns for public transportation projects such as Dial-A-Ride operating expenses, 
road building, traffic signals, alley repair, and general maintenance.  Mass transit monies 
are used by counties to enhance existing public transportation systems. 
 
The FY 2009 and FY 2010 transfers by fund name are as follows: 
 
  FY 2009 FY 2010 
 
• County Assistance Fund $   382,500 $   765,000 
• Local Transportation Assistance Fund $1,150,000 $2,300,000 
• Local Transportation Assistance Fund II (Mass Transit) $   475,000 $   990,000 
 
These funds are not subject to legislative appropriation. 
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Revenue Changes 
 
Proposal:  VLT 5-year Renewal 
 
FY 09 Savings: $14,000,000 
FY 10 Savings: $28,000,000 
 
Under this proposal, the Motor Vehicle Division (MVD) would provide an optional 5-year 
vehicle registration program in addition to the current 1-year and 2-year registration options.  
Approximately 2.1 million out of a total of 5.7 million vehicles in the state are registered by 
owners who take advantage of the 2-year vehicle registration program which is currently offered.  
The advantage to the vehicle owner is that they do not have to pay the $8 annual registration fee 
for the second year.  The disadvantage is that on a newer car, a multi-year registration can 
represent a large amount of money.  The Arizona Department of Transportation indicates that 
vehicle owners who currently take advantage of the 2-year registration tend to own older 
vehicles, where the VLT portion of the annual registration is relatively less, and the $8 annual 
registration fee represents a higher proportion of the total annual registration cost. 
 
It is difficult to estimate with precision how many vehicle owners might take advantage of a 5-
year VLT renewal program.  If we assume that 10% of the current 2-year registered vehicles 
were to switch to a 5-year option, and if we assume that the VLT for those vehicles was half of 
the statewide average of $180 per vehicle, the extra one-time revenue generated would be 
approximately $57 million over the first 2 full years of implementation (as the current 2-year 
registrations came up for renewal).  Based on these assumptions, a January 1, 2009 
implementation of the optional 5-year program would generate approximately $14 million in 
revenue in FY 2009, $28 million in FY 2010, and the remaining $14 million in FY 2011.  These 
increased revenues would be partially offset by the loss of $2.5 million in annual registration fees 
in years 3 through 5. 
 
Currently, VLT revenue is divided roughly 22% to the Highway Fund and 78% to local 
government.  A change in statute would be required if the intent was for this revenue to be 
deposited into the state’s General Fund.  However, it generates no less revenue in the short term 
for local governments.  It will need to be determined if this proposal requires a two-thirds vote 
for passage under Proposition 108. 
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Revenue Changes 
 
Proposal: Tax Amnesty Program 
 
FY 09 Savings: $5,000,000 
FY 10 Savings: $0 
 
Under this proposal, the Department of Revenue (DOR) would conduct a Tax Amnesty 
Program to generate additional General Fund revenue.  We would need the assistance of 
DOR in calculating the magnitude of the increase, but we believe it would be $5 million. 
 
In 2003, DOR conducted a Tax Amnesty Program that provided for abated penalties and 
reduced interest on unpaid sales and income tax liability from 1983 through January 1, 
2003.  One third of the tax liability was to be paid by October 31, 2003, and the 
remaining balance by May 1, 2004.  The program generated $72.3 million, including 
approximately $22 million in audit collections that would have been collected in any 
circumstance.  After adjusting for the audit collections, as well as distributions to local 
jurisdictions, the Tax Amnesty Program generated approximately $47.1 million in 
General Fund revenue in FY 2004.  The $47 million includes $4 million of ongoing 
collections and $43 million of one-time tax amnesty revenue. 
 
Prior to 2003, an amnesty program was held in 1982 and collected $6 million.  The 
results of another Tax Amnesty Program would depend on how the program is 
administered, the frequency of such programs, and the tax types and time periods 
covered.  Given these considerations, and that the last Tax Amnesty Program was 
conducted relatively recently in FY 2004, we would estimate that a Tax Amnesty 
Program would generate $5 million for the General Fund. 
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Revenue Changes 
 
Proposal: Eliminate Rio Nuevo Tax Financing 
 
FY 09 Savings: $0 
FY 10 Savings: $13,800,000 
 
This option would eliminate the state Transaction Privilege Tax (TPT) financing of the 
Rio Nuevo District, increasing state revenues by $13,800,000.  Laws 1999, Chapter 162 
allowed for the formation of Rio Nuevo District upon approval by Tucson votes of 
Proposition 400 in 1999.  With 1999 established as the base year, the Arizona 
Department of Revenue began tracking the TPT revenue collected within the Rio Nuevo 
District, compared it to base year collections, and refunded the difference.   
 
Based on the FY 2008 actual payment to the Rio Nuevo District, eliminating the state 
support for the district would increase the FY 2010 state share of TPT by $13,800,000.  
This option would require a statutory change. 
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Revenue Changes 
 
Proposal: Early Property Tax Payments 
 
FY 09 Savings: $0 
FY 10 Savings: $5,000,000 
 
Under this proposal, the state’s 15 county treasurers would be allowed to collect local 
property taxes earlier than under current statute, which would have the effect of 
increasing interest earnings of the counties by an estimated $5 million.    Under current 
law, property tax payments are paid twice a year with the first payment due October 1 
and the second payment due March 1.  Unpaid taxes become delinquent November 1 and 
May 1, respectively.  Since there are no penalties for paying taxes after the due dates but 
before the delinquent dates, most tax payments are not made until right before the 
delinquent date.  This proposal would move the due dates to September 15 and March 15, 
respectively.  Additionally, property taxes will become delinquent on the dates 
immediately following the new proposed due dates.    
 
Under current law, property taxes collected by the county treasurers are typically remitted 
to local taxing jurisdictions by November 15 and May 15, respectively.  By providing for 
earlier due and delinquent dates, this proposal would allow counties to remit the property 
tax monies by October 15 and April 15, respectively.  This means that counties would be 
able to earn interest on deposits with the treasurer for 30 days instead of 15 days, which 
would increase interest earnings on those deposits by an estimated $5 million statewide.  
The additional interest earnings would be transferred to the state under this option.  
Alternatively, they could be left at the county level and used to offset the impact of a 
State General Fund reduction in county assistance.    
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