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FY ’12 – ’14 JLBC Baseline Projections

$(172) M*$431 M*$583 MBalance

$8.6 B$8.4 B$8.3 BSpending

$8.5 B$8.8 B$8.9 BRevenues

’14’13’12

Given the current revenue forecast and active funding 
formulas, the General Fund is expected to generate a   
$583 M balance in FY ’12 and $431 M in FY ’13.
With the expiration of the 1‐cent sales tax in FY ’14, State 
is forecasted to have relatively small shortfall of $(172) M.

*Excludes estimated prior year balance
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The Caveats

New permanent initiatives would reduce the ‘13 
balance and increase the ’14 shortfall

A 3‐Year budget forecast is inherently unreliable
• A 2% error could change revenues by $500 M in 

the 3rd year

Serious federal deficit reduction could increase 
state costs 

Pending “budget” lawsuits could cost over $475 M 
if plaintiffs are successful 
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What if Projections Are Not Accurate?
‐ Short Term Balances Disappear & $(1) B FY ’14 Shortfall

Alternative Assumptions:
2% Slower Revenue Growth

Plaintiffs Prevail in Budget Lawsuits

(1,072)(367)325Alternative

(172)431583Baseline

’14  ’13 ’12 

Projected Balance (+)/Shortfall (‐)
($ in M)
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Legislative Considerations

Given the loss of the 1¢ sales tax in FY ’14, Staff 
recommends that we track the impact of ’13 decisions 
on ’14 bottom line throughout the budget process
The lack of budget reserves leaves little margin for 
error and hampers our credit rating
• Pre‐recession Rainy Day Fund exceeded $600 M
• Arizona has one of the worst state credit ratings

The state annually suspends $700 M in formula 
spending
• If funded, the state would no longer have any balances

Legislative budget oversight continues to decline
• The General Fund represents only 31% of the budget, down 

from 44% in 2000.
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Executive Has Higher Revenue and Spending 
Estimates Than JLBC Baseline
‐ $375 M in Revenue and $802 M in Spending

Revenue
FY ’12: $4 M

FY ’13: $371 M

Spending

FY ’12:  $195 M

FY ’13:  $607 M
Since FY ’13 Executive Caseload estimates are  $(99) M below 
JLBC, all other ’13 non‐caseload differences exceed $700 M
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Executive’s Main Spending Initiatives
‐ $195 M in FY ’12 and $607 M in FY ’13

106Reverse Capitol Complex Leaseback

100K‐12 Building Renewal 

(68)K‐12 Operating Formula Surplus

41Ending Accounting Gimmick on Nonlapsing $

$ in MFY 2012

545% Selective State Employee Pay Raise

51DES – Mostly Federal Funds Backfill

50500 Prison bed Construction

46DHS – Mostly Seriously Mentally Ill

(99)Lower Caseload Adjustments (Primarily AHCCCS and ADE)

295K‐12 – $200 M Soft Capital/Rollover, $50 M K‐8, $40 M CORL 

30Universities

95Financial Accounting System

$ in MFY 2013
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Baseline vs. Executive Budget Spending Levels

8.928.968.52Executive

$8.62$8.36$8.33JLBC Baseline

FY ’14  FY ’13 FY ’12 

$ in Billions
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What Is The Margin For Error?
‐ As Measured By Cumulative Unallocated Resources

296213388Executive w/ JLBC Revenue 
and No Fund Sweeps

* Cumulative Across ’12 ‐ ’13            ** Cumulative Across ’12 – ’14

330588392Executive

$842$1,014$583JLBC Baseline

FY ’14**FY ’13*FY ’12 

$ in Millions
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What Is the Projected FY ’15 Balance?
‐ JLBC Includes In Their Baseline, Executive Does Not

Based on revenues of $8.94 B and spending of  
$8.91 B, FY ’15 JLBC Baseline has a projected 
balance of $31 M  
If the Baseline is modified for Executive spending, 
the FY ’15 spending level is $9.48 B and the 
projected shortfall is $(540) M
• Assumes higher Executive FY ’15 base compared to 

the JLBC Baseline
• Incorporates Executive’s FY ’15 federal health care 

estimate which is higher than JLBC Baseline
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Consensus Predicts Base Growth Rate of 
5.3% in FY ’12 and 5.1% in FY ’13*

UA Base UA Base

UA Low UA Low

FAC

FACJLBC

JLBC

0

1

2

3

4

5

6

7

8

9

10
FY ’12  FY ’13

8.6%

1.3%

8.2%

7.0%
7.6%

1.4%

7.8%

5.0%

* Weighted Big 3 average growth prior to 1‐Cent sales tax is 6.3% in FY ’12 and 5.5% in FY ’13.  After 
adjusting for small tax categories, the base growth rate is 5.3% in FY ’12 and 5.1% in FY ’13.
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Detail of FY ’13 and ’14 Revenue Changes

(913)‐‐1¢ Sales Tax Expires

(38)(89)Urban Revenue Sharing

‐‐(357)
Elimination of One‐Time Revenues

‐ Fund Sweeps/County Cash Payments

(335)(121)Total

75(91)Previously Enacted Legislation

541415Base Revenue Growth (5.1%/6.9%)

FY ’14 Above 
FY ’13

FY ’13 Above 
FY ’12

$ in Millions
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Detail of the FY ’13 and ’14 General Fund Baseline 
Spending Adjustments

26830Total

3(12)Other

0(79)Extra Pay Period – One time savings

2050Debt Service

20699
Medicaid caseload, no inflation, $40 M in 
’14 for Federal health care requirement

39(28)
K‐12 Formula – Enrollment decline in ’13, 
followed by gain in ’14

FY ’14 Above 
FY ’13

FY ’13 Above 
FY ’12

$ in M

* Baseline supports an FTE ceiling of 52,100 positions. Recommend     
….ceiling reduction since 8,600 of those positions are vacant.
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STAFF OF THE
JOINT LEGISLATIVE BUDGET COMMITTEE

• Director Richard Stavneak
• Office Manager Linda Monsanto
• Deputy Directors Steve Schimpp

Stefan Shepherd
• Assistant Directors Eric Jorgensen

Leatta McLaughlin
• Chief Economist Hans Olofsson
• Principal Fiscal Analysts Jack Brown

Bob Hull
Amy Upston

• Senior Fiscal Analysts Eric Billings
Steve Grunig
Art Smith
Marge Zylla

• Fiscal Analysts James Alcantar
Benjamin Beutler
Breanne Bushu
Brett Searle
Jon Stall

• Administrative Assistant/JLBC Clerk Sandy Kelley
• Administrative Assistant/JCCR Clerk Mya Trivison



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


