
Impacts of Governor's Line Item Vetoes 
 
The Governor's vetoes would have 4 different impacts on the June 30 budget plan approved by 
the Legislature: 
 
• The Governor's line item vetoes of lump sum reductions for certain agencies in the General 

Appropriation Act result in the loss of $775 million in savings to the June 30 budget plan.  
This loss includes both new FY 2010 reductions as well as the continuation of FY 2009 lump 
sum reductions.  These vetoes affect the Department of Economic Security (DES), the 
Department of Environmental Quality, the Department of Health Services (DHS) and the 
Universities.  The line item vetoes also eliminate a transfer of vehicle license tax monies to 
the General Fund and a reduction in General Fund spending related to federal stimulus funds.  
See Attachment A for a list of the individual line item vetoes. 

 
 Attachment B provides information on the level of funding for DES, DHS and the 

Universities in the absence of the lump sum reductions.     
 
• The Governor's line item veto of the K-12 State Aid payment eliminates $3.2 billion in 

proposed spending.  Prior legislation had already authorized a $604 million distribution to 
schools in July for delayed FY 2009 payments.  That payment remains in place.  There is no 
funding, however, for the K-12 payment owed to schools on July 15.   

 
By not providing any new FY 2010 funding, the state appears to be temporarily out of 
compliance with the federal requirement to maintain state funding at the FY 2006 level in 
order to receive federal stimulus funds.  This requirement is associated with the state's receipt 
of $1.0 billion in federal stabilization funds.    

 
• The Governor line item vetoed several footnotes stating legislative intent with regard to the 

federal stabilization funding being used to backfill reductions in state spending or to provide 
new increases in spending.  The Executive described these footnotes as legislative attempts to 
appropriate Federal Funds.  They did not veto all these footnotes, however, as they left one 
intact in the Department of Corrections.  In addition, the Governor did sign Laws 2009, 
Chapter 5, which included the same type of footnote for FY 2009. 

 
These footnotes were not actual appropriations and were only intent statements that reflected 
the Governor's planned spending of federal dollars.  Line item vetoes may only apply to 
actual appropriations so there may not have been authority to veto these footnotes.  See 
Attachment C for a further analysis of the impact of the vetoes on federal stabilization funds.  

 
• If not subsequently re-instated, the vetoes of the Budget Reconciliation Bills would have a 

net loss to the June 30 budget plan of $1.3 billion.  Elimination of these statutory changes 
would either forego new spending reductions or prevent the state from continuing the savings 
from prior year statutory changes.  The provision with the single largest impact would be the 
loss of $735 million from the sale and lease-back of state properties.  See Attachment D.  

 
 
 
 
JLBC Staff 
July 2, 2009 



Attachment A

FY 2009 
Continuation 1/ FY 2010 1/ Total

Lost Spending Reductions
Economic Security, Department of 
  -- Lump Sum/Other Reductions 77.3$             52.7$             130.0$           2/
  -- Payment Deferral 25.0               17.0               42.0               
Environmental Quality, Department of 0.3                 0.3                 0.6                 
Health Services, Department of 27.5               19.4               46.9               
Universities
  -- Lump Sum Reductions 139.7             40.0               179.7             
  -- Payment Deferral 100.0             100.0             
VLT Fund Transfer -                 
  -- FY 09 Transfer 8.4                 8.4                 
  -- DPS Highway Fund Reduction 6.8                 6.8                 3/
  -- ADOT Spending Reduction 28.0               28.0               3/
Federal Stabilization Funding -                 
  -- ADE Cut and Backfill 222.1             222.1             
  -- University Cut and Backfill 10.0               10.0               

278.2$           496.3$           774.5$           

Vetoed Spending
Education, Department of -$               (3,227.0)$       (3,227.0)$       

____________
1/    Represents mid-year FY 2009 lump sum reductions continued in FY 2010.  The FY 2010 column
       represents new reductions in addition to the FY 2009 continuation.
2/    Includes $15 million from Section 57 of HB 2643.
3/    While the fund transfer was vetoed, the spending reduction was left in place.

FY 2010 General Fund Impact
Line Item Vetoes - SB 1188/HB 2643 - General Appropriation Bill

($ in millions)



Attachment B

% Change $ Change
Original Revised With Vetoes FY 10 Over FY 10 Over
FY 2009 FY 2009 FY 2010 FY 09 Rev FY 09 Rev

Economic Security, Department of 1/ 808.3$      727.3$      802.1$         10.3% 74.8$        
Health Services, Department of 611.5        574.4        645.2           12.3% 70.8          
Universities 1/ 1,080.4     938.9        1,078.6        2/ 14.9% 139.7        

__________
1/    Excludes the payment deferrals of $25 million in DES and $100 million in Universities in the "Revised FY 2009"
       and "With Vetoes FY 2010" columns.    
2/    In addition to this General Fund amount, the Universities would receive $154.1 million in Federal
       Stabilization Funds as long as the state continues to qualify for these funds.

($ in millions)

Veto Impact on Major Agencies -- General Fund



Attachment C

6/30 Plan 6/30 Plan
FY 2009 FY 2010

K-12
GF Budget 1/ 4,226,080,400 4,226,080,400
GF Baseline Changes 2/ 0 (98,209,200)
GF Baseline Budget 4,226,080,400 4,127,871,200
BSA and ASA Reductions 0 (209,750,900) 3/
Property Tax Shifts 0 (53,915,700) 3/
VLT Shift 0 (22,000,000) 3/
ARRA Reduction 4/ (250,000,000) 5/ (222,114,000) 6/
Revised GF Budget 3,976,080,400 3,620,090,600
Stabilization Fund/Backfill 250,000,000 5/ 222,114,000 7/
Post-Stabilization Budget (GF + Fed. Funds) 4,226,080,400 3,842,204,600
Net Impact (Pre-Post Stabilization Funds) 0 (285,666,600)
Net Total Impact After Shifts 0 (209,750,900)

Comm. Colleges
GF Budget 1/ 137,679,800 137,679,800
GF Baseline Changes 0 7,493,800
GF Baseline Budget 137,679,800 145,173,600
Reduction 0 (10,829,300)
Revised Budget 137,679,800 134,344,300
Restoration 1/ 28,671,000 7/ 29,825,900 7/
Post-Stabilization Budget (GF + Fed. Funds) 166,350,800 164,170,200
Net Impact (Pre-Post Stabilization Funds) 28,671,000 26,490,400

Universities
GF Budget 1/ 920,390,100 920,390,100
Reduction 0 (40,000,000) 6/
ARRA Reduction 4/ 0 (10,000,000) 6/
Revised Budget 920,390,100 870,390,100
Stabilization Fund/Backfill 0 10,000,000 7/
Restoration 8/ 154,138,300 7/ 136,000,000 7/
Post-Stabilization Budget (GF + Fed. Funds) 1,074,528,400 1,016,390,100
Net Impact (Pre-Post Stabilization Funds) 154,138,300 96,000,000

General Purpose 
Dept. of Corrections ARRA Reduction 4/ 0 (50,000,000) 9/
Dept. of Corrections Stabilization Fund/Backfill 0 50,000,000 9/
DHS ARRA Reduction (Community Health Centers) 4/ 0 (11,600,000)
DHS Stabilization Fund/Backfill 0 11,600,000 7/
DES ARRA Reduction (Autism and State-only DD) 4/ 0 (17,300,000)
DES Stabilization Fund/Backfill 0 17,300,000 7/
DES Restoration (CPS/Adoption/Children Services) 0 26,000,000 7/
Unallocated General Purpose Funds 0 80,185,800

Total Stabilization Funds Used 432,809,300 583,025,700
____________

Governor Vetoes --

6/   Line item veto of spending reduction
7/   Line item veto of intent statement regarding use of stabilization funds.

5/   The $(250) million reduction and the intent statement regarding the use of these federal funds to backfill this reduction were enacted as part of Laws 2009, Chapter 5.

Allocation of Federal Stabilization Funds and Impact on State Agency Budgets

2/   Only includes baseline changes to Basic State Aid and Additional State Aid

      monies. In total, these figures comprise the $311,014,000 of Stabilization Fund savings listed in other budget documents.

1/   The FY 2009 and FY 2010 budget estimates are from the Governor's Fiscal Stabilization Fund application and represent incurred obligations.

3/   Line item veto of entire basic state aid/additional state aid appropriation

9/   Unlike other ARRA reductions and intent statements in HB 2643, this was not line item vetoed.

4/   American Recovery and Reinvestment Act reduction. These reductions are taken in addition to the other reductions listed above and are backfilled with Stabilization Fund

8/   These funds will be received at the end of FY 2009 and in the first half of FY 2010, and may be spent through FY 2011. 



Attachment D

FY 2010
($ in millions)

Criminal Justice
ADC concession agreement 100.0             
Prison/state building sale/lease-back 735.0             
ADC AHCCCS rates 26.0               
Courts JCEF probation surcharge increase 1.4                 
DPS HURF/Highway caps 99.2               
DPS garage expansion (L. '07, Ch. 261) 2.5                 
Redirect 9% CJEF to crime lab (4.4)                
Justice of the Peace Salaries 1.1                 

960.8             
Environment
Use Heritage Fund for Fire Suppression 3.0                 
Land Department Self-Funding 7.1                 
Suspend Water Protection Fund 5.0                 

15.1               
General Government
Military Installation Fund deposit (L. '04, Ch. 235) 2.8                 
21st Century Fund appropriation (L. '07, Ch. 260) 25.0               
Governor's Emergency Fund 1.1                 
Tourism funding formula 5.3                 
Midnight Reversion (non-lapsing funds) 50.0               

84.2               
Health & Welfare
KidsCare Parents elimination 5.5                 
AHCCCS elimination of dentures as covered service 6.2                 
AHCCCS reimbursement rates 63.0               
Cord Blood (Regenerative Tissue) 1.0                 
DES TANF drug testing 1.8                 
DHS RTC: 100% reimbursement all entities 3.4                 
DHS SVP: 25% reimbursement all entities 2.1                 

83.0               
Higher Education
Community Colleges capital outlay 20.1               
Community Colleges operating lump sum 9.2                 
Community Colleges hold harmless 1.7                 
Universities financial aid match 2.0                 

33.0               
K-12 Education
ADE changes: See feed bill line-item veto N/A
SFB Building Renewal 227.9             

227.9             
Revenues
State Equalization Tax (250.0)            
Cities VLT shift 22.0               

General Fund Impact
Vetoes to 6/30 Plan BRBs

Figures Reflect Lost (Gained) Savings



Attachment D

FY 2010
($ in millions)

County Lottery distributions 4.1                 
Unclaimed Property shift to DOR Admin Fund 24.5               
Unclaimed Property acceleration 73.6               
5-Year VLT shift 28.0               
Maricopa/Pima County deposit to GF 22.0               
Nonresident taxpayers standard deduction prorated 22.0               

(53.8)              
State Properties
Sell state Agriculture lab 0.3                 

0.3                 

Total - All BRBs 1,350.50        



<<
  /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


