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Net Cost of GovernorNet Cost of Governor’’s Lines Line--ItemItem
Vetoes is $464 MVetoes is $464 M
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1. Restoration of DES reductions

2. Net restoration of ADE reductions

3. Restoration of state equalization tax

4. Foregone General Revenue BRB savings

Total

$ in M

$ 172

359

(250)

183

$ 464
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GovernorGovernor’’s Veto Restoress Veto Restores
$172 M in DES Spending$172 M in DES Spending

• Includes $130 M in lump sum reduction
– $77 M from ’09 plus $53 M in new ’10 cut

• Includes $42 M in foregone payment deferral

• Excluding federal match savings, leaves DES budget 
at $802 M – approximately original ’09 level

• While Executive restored $172 M, they favor some 
level of cut – precise amount unknown
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GovernorGovernor’’s ADE Veto Returnss ADE Veto Returns
Funding to July 6Funding to July 6thth LevelLevel

But Revertments Will Likely Reduce Net ImpactBut Revertments Will Likely Reduce Net Impact

• In response to full veto of June 30th ADE budget, the 
Legislature approved full year funding for K-12 on July 6th

• This action adds $485 M above the August 20th plan:
– $126 M to restore enrollment and other formula savings – these monies 

will likely go unused
– $102 M for additional inflation funding and $5 M for charters
– $175 M for soft capital
– $48 M for restored homeowner rebate payments

• After adjusting for likely revertment of unused enrollment and 
formula restorations, net impact of K-12 increase is $359 M
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Restoration of State Equalization TaxRestoration of State Equalization Tax
Rate (SETR) Saves $250 MRate (SETR) Saves $250 M

• By vetoing General Revenues BRB, Governor eliminated the 
permanent repeal of SETR

• Restoration generates $250 M in new local property tax 
revenue for K-12

• With added local revenue, K-12 General Fund spending 
declines by $250 M – generates even more K-12 revertment

• The $250 M revertment would offset new K-12 spending 
increase of $359 M from ADE veto

• Net impact on ADE spending from both vetoes:  $109 M 
increase
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Revenue BRB Veto EliminatesRevenue BRB Veto Eliminates
$183 M in Budget Savings$183 M in Budget Savings
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• Unclaimed property acceleration
• 5-year vehicle license tax renewal
• Unclaimed property from Housing to DOR
• Maricopa/Pima Deposits
• Non-resident prorated deduction
• All other

Total

$ in M
$  74

28
24
22
22
13

$ 183

Note:  $22 million K-12 local VLT shift is accounted for in $359 million ADE impact.
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Revenue BRB Veto Could Eventually Affect  Revenue BRB Veto Could Eventually Affect  
Agency OperationsAgency Operations

May be Able to Delay to Regular SessionMay be Able to Delay to Regular Session

• SB 1025 permitted agencies to use non-General Fund 
revenues to offset already enacted General Fund 
reductions

• The primary impacts are DOR and the Corporation 
Commission, which may not be affected until Regular 
Session

• The Legislature could either address in Special Session, 
or Governor could use stimulus dollars as bridge loan
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Total Current FY Total Current FY ’’10 Shortfall is $964 M10 Shortfall is $964 M

• In addition to $464 M in veto impacts, there is $500 M 
carryover shortfall from FY ’09

• Several other factors could cause shortfall to grow
– Revenue below 1% budgeted growth rate

• Through August, revenue is about $(60) M below forecast
• Revenue will be re-estimated for October FAC meeting

– Spending above projected growth in entitlement programs
• AHCCCS caseload up 10% in last year, 47,000 higher than forecasted

– Unachievable budget savings
• Budget assumes district cash balances sufficient to cover $300 M

rollover – state may have to cover $100 M
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