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JOINT I,EGISII\TIT{E BIIDGET COMIìIITTEE

The Joint Legislative Budget Committee was established in 1966, pursuant to Laws 1966, Chapter 96. In 1979, a bill
was passed to expand and alter the committee merrbership, which now consists of the following 16 members:

Representative Robert "Bob" Burns
Chairman 1997

Representative David Armsæad
Representative L,ori S. Daniels
Representative Jeff Groscost
Representative Herschella Horton
Represeirtative Lar¡ra Knaperek
Representative Robert J. Mcl-endon
Representative James P. Weiers

Senator Russell W. *RusV' Bowers
Chairman 1998

Senafor Gus Arzberger
Senator Scoü Brmdgaard
Senator Joe Eddie LoWz
Senator Gary Richardson
Senator Victor Soltero
Senator Marc Spitzer
Senator Jobn Wettaw

The primary powers and duties of the JLBC relate to ascertaining facts and making recommendations to the Legislahre
regarding all facets of the state budgel state revenues and orpeirditures, future fiscal needs, and the organization and
fi¡nctions of state government.

JLBC appoints a Directo rúo is responsible for providing staff support and sormd technicat analysis to the Commiuee.
The objectives and majorproducts of the staff of the JLBC are:

Analysis and recommendations for the annual state budgeÇ which are presented in January of eachyear;

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

Periodic economic and state reyenue forecasts;

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

heparatim of fiscal notes or the bills considered by the Iægislature that have a fïscal impact on the state or any of
is political subdivisions;

An annual Appropriations Report wÌrich is published shortly after the budget is completed and provides detail on
the budget along with an explanation of legislative intent;

Management and fisc¡l research reports related to state progra¡ns and state agency operations;

Supportto the JlBCwithrespect to recommendations on business items placed on the committee's agenda such
as üansfers of appropriations pursuant to A.RS. g 35-173;

Support to the Joint Committee on Capital Review (JCCR) with respect to all capital outlry issues including land
acquisition, new construction, and building renewal projects;

o

a

a

a

a

Support to the Joint Iægislative Tax Committee (JLTC) as directed in firlfilling the requirements of A.RS. g 4l-
1322.(oJ-).
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January 14,1997

The Honorable Brenda Burns
President ofthe Senate

and

The Honorable Don Aldridge
Speaker of the Hor¡se
State Capitol
State ofA¡izona

Dear President Br¡¡ns and Speaker Aldridge:

On behalf of Re,prese,ntative Bob Burns, Senator Rusty Bowers, and the Staffof the Joint Legislative Bndget Committee,
it is my pleasr:re to transmit to you and the entire 43rd I¡gislature of the State of Arizona, or¡r recommended budget for
FY 1998 (all agencies) andFY 1999 (biennial budgetuits only).

Our recommendations are contained in three volumes:

This Sr¡mmary of Recmmendstions and Econmic and Revenue For€cast;
AnAnalysis andRecommendations boolq which contains recommendations, by age,ncy, andby
progra¡n.
A Non-Appropriated Frmds booþ containing information on monies that a¡e not subject to the regular,
annual appropriations process.

The Staffof the Joint Iægislative Budget Committee looks forward to working wiü yort the Senate and House
Appropriations Committees, and the entire 43rd Arizona Legislature in completing the state budget for
FY 1998 andFY 1999.

¿

TedA. Ferris
Director
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REYENUES AIID YEAR.E]ID BALANCES

Fv 97 FY98

($ Millions)
REVENUES:
. Beginning Balance
. Base Revenues
. County LTC Reimbursement
. Flight Property Tal(

SUBTOTAL.REVENI.JES

EXPENDITURES:
. Operating Budgets
. Supplementals
. Capital Outlay
. New Pay Adjusünents
. Admin Adjust/Emergencies
. Reverfnents

SUBTOTAL.EXPENDITURES

Other Leqislative Priorities
Tax Reduction

Other Appropriations Bills

$ 399.8
4,787.4

9.3

$5,196.5

$4,841.4
(l.e)
94.1

50.5

rc0.7\
$4,923.3

s 273.2
4,928.8

$4,96().9

(100.0)

20.0

87.0
42.O

26.5
t56.0)

s5,060.4

PROJECTEDENDINGBALANCE SJEZ $I9ó

OPERATING APPROPRIATIONS

$ Change JLBC Staff
From FY97 FY 98 Rec.

($ Millions)
$ 89.5 52,062.r
l8.t 652.8

34.5 513.5

24.t 455.4

(r5.2) 379.E

(0.8) 2t5.s
3.5 I r9.8
4.4 I t5.5
5.4 60.9

0.7 52.3

4.4 5 r.3

10.8 32.2
(l.o) 24.7

(70.0) 0.0

I l.t 225.2
$r r9.5 $4.960.9: 

-

. Dept. of Education (K-12)

. Universities

. AHCCCS

. Dept of Conections

. Dept of Economic Security

. Dept of Health Services

. Judiciary

. Community Colleges

. Dept of Public Safety

. Dept ofRevenue

. Dept of Juvenile Corrections

. Dept of Environ. Quality

. Dept of Administration

. School Capital Facilities Board

. All Other
TOTAL

BUDGET IN BRIEF

FISCAL YEAR 1998 . GENERAL FUND

IrBC STAFF RECoMMENDATIoN

The State of A¡izona's fiscal condition is exceller¡t. We concluded FY 1996 with a near $4ü) million General Fund carry-forward and with
$235 million on deposit in our Budget Stabilization Fund. By the end of FY 1997, we will have reserved over $60 million in our AHCCCS
Medical Services Sabilization Account, to help finance unanticipated AHCCCS supplemental appropriations. Interest eamings on investable

cash have grown from just $10 million in FY l99l to an estimate of nearly $60 million this year. In FY 1997, after absorbing new tax relief
of some $226 million, General Fund revenues are forecast to grow nearly 3%o. rüith a forecast of continued growth throughout the forecast
period, we a¡e able to recommend a state budget for FY 1998 that meets essential needs, yet reserves a record amount ($120 million) for
legislative initiatives including school finance reform, tar< reduction, and other appropriation bills.

The JLBC Staffs budget recommendations build upon earlier efforts aimed at strengthening the State's finances and include:

. A conversion to'Total Bienni¡l Budgeting", with comprehensive "hogram Authorization Reviewj'to be conducted in the altemating
non-budget year;

. The appropriation of Federd rrVelfare Reform Block Granß, including the shift of a significant portion of temporary windfall monies
to establish a hedge against future federal funding shortfalls;

. Long-term Tob¡cco T¡x tr'und stability, by balancing on-going expendinres with annual revenues, and by using surplus Tobacco Tax
Fund monies for one-time purposes only;

. A sigrrificant alloc¿tion of incrernental revenues for Targeted State Employee Pay Raises including merit pay, classification reviews,
and other specific pay proposals;

. Implementation of enhanced oversight of automation projects through the newly established Government Inform¡tion Technologr
Agency and Inform¡tion Technology Authoriz¡tion Committee;

. Further advances in Legislrtive oversight of Non-Appropriated Funds;

. A proposed constitutional amendment for vot€r approval, to permit Arizona's L¡nd Trust Fund monies to be invested in equities as

a¡e the state 's retirement system asseb, ûo eam a subst¡nti¡lly higher r¡te of return and help solve the school finance dilemma at no

cost to the tðçayer.

PreparedJor Menbers Arizona

-l-
Commitree StaÍ



Universities

K-12

AGENCIES

Other lægislative/
Executive Priorities

Ye¿¡2000
Automation

PayAdjustnents

Capital Outlay

Tax Changes

MAJOR
ISSUES

Gcneral Fund (GF)
Budget

. 818.1 M GF Change Above FT 97. $l l2 M forPayAnnualÞation. $0.7 M for En¡ollmcnt. S8.3 M for Faculty Teaching Incentive. $(5.5) M for Othcr Fund Adjustncnt. $12 M GF a¡¡d $2.4 M Otl¡cr Funds for SSIG
Tr¿¡rsfcr

. Total GF Changg including Pay and Capital,
s34.4M

. $89.5 M GF Change Abøve FT 97. 5822 M for Enrollment Growth. 532.7 M for Cha¡tcr School Growth. $33.3 M for Sudder¡ Growth (Cunent Year
Funding)

. $18.6 M for Homcowncrs' Rebate ('Additional
St¡teAid)

. $(72.1) MNet Savings Due to Assessed Valuc
Grourth

. $(102) M Savings from Elirninating floublc
Funding to BIA Cha¡tcr Schools. $(4.9) M Savings from Changing thc
Transportation Funding Formula

. t20 MÍt Unspeciîed l-egidative Priøitíes

. 87 M GF and 85.6 M Other Funds. Lump Sum Appropriation to GITA. No FY 99 Recommend¿tion

. S42M. MeritPay, S2l M(10/97). Classific¿tion Rcviews, $21 M (10/97)

. 887.0 M GF and t42.4 M Tobacco Tot. $63.9 MAdvance Appropriations, including $56.1
Mfor Prisons. Sl M to Design New Capiûol Mall Officc Building. $19 M for 50% Funding ofBuilding Rencrrral. $l M forlnfüstrr¡cturcRepair

. 314.8 M Tob¿cco Ta:< fo¡ New Health Lsb. $27.6 M Tobacco Tor ovcr 2 Yea¡s for New
Arizona StateHospitol

. Sl00 MUnspecificd TaxReduction. Dverts 50% ofFlighthoperty Tor from Aviation
Fund to GF for $8 MAnnua[y

JLBC STATT'
RECOMMENDATION

. $137 lvf, or 2.8% Gcneral Fund Increasc

. 828.3 M GFChøge Abøve H 97. 329.5 M for Lump Sum Univcrsity hograms,
$(2.4) M for Collections Fund Adjustnent and
Sl2 M SSIG Transfer.

. Total GF Changc, including Pay and Capitrl,
$44.5 M

. tn.4 M GF Chorye Abøu FI 97. $78.8 M for En¡ollment Growth. $43.5 for Cha¡ter School Growth. $342MforSuddenGrowth

. $16.3 M for Homeowner's Rcb¿tc

. S(71.1) MNct Savings Duc to Asscssed Valuc
Growtl¡

. SamcRccommendation

. DocsNotRecommcnd

. 859.6 MÍæ Exccz,ttive Initiativea Including:. ll/clfa¡c Stobilization Fund, $17.8 M (JLBC hsE
inDES Budget). K-12 Vouchcrs, $10 M. Yca¡2000, $10 M (SccAbovc)

. Rail Study, $10 M

. $10 M GF qtd t4.5 M Other Fuds. SamcRecommendstion

. Recommends Another $10 M GF/$4.5 M Othcr

. 828M. McritPay,$l4M(1198). Classificstion Rwiews, $14 M (Unspocified)

.'$84.7MGF

. $64.9 MAdvancc Appropriations

. DocsNotRecommcnd

. SamcR€coûuner¡d¿tion

. DocsNotRecommcnd

. Recommends IssePurchase Financing. DocsNotRecommcnd

. $l(X) M Personal Incomc Ta¡< Rcduction. Divcrts 100% to GF for $16 MAn¡u"lly for 3
Yea¡s

EXECUTTVE
RECOMMENDATION

. 8162 M or 3.3% G'€ncral Fund Incr€rsc

FY t998
G0MPARISoN OF 1{AJ0R poucy TSSUES

-u-



. t(26.0) M GF Chorye Belov FT 97 (58.2 M
Belov when Conpøable ø JLBC)

. SimilarRccommcr¡dation

. Placcs $17.8 M in TAIiIF Stabilization Fr¡nd
Outsidc ofDES Budgct

. Appropriaûes S203 M forAssort€d TAIiIF
Initiativcs

. Adds 22 CPS FIE Positions and $1.4 M

. Adds $43 M for DD/LTC C¡sclosd

. Ad& S3.6MforLTC Shortfall

. 527.5 M GF Chøge Abovu FT 97

. Acutc Ca¡c Dlcrnographic and Mcdical Inflation
Incrcasc, $17.8 M

. Concurs on usc of Tobacco Tax forllrtcmityand
AIDS at a Cost of $12.1 M

. Continucs to usc Tobocco Tax

. SameRecommend¿tion

. F¡cczcs CountyAcuûc Carc Contibution at
$66.7 M and Elimatcs CountyALTCS Incrcasc

of$14.1M

. DocsNotRcquirc CountyRcimbunsmcnt

. 524.9 M GF Change Abøw il 97

. Opc¡rs 8ü) New Bcds Earlier, $12 M
'ç S¡n¡c Rccommendation
. SamcRecom¡nend¡tion
. SarncRecommendation

. NotChoryelmnFT9T

. E2.7 M GF Chuge Above FI 97

. No GF Increasc Sincc No Reduction in
HtlRF/Itrghway Support

. Adds 35 Ofic¿rs, $2.5 M

. Recommer¡ds S4.5 M in EquipmcnÇ including
122 Pabol Vchiclcs

. DloesNotRccommc¡rd

. Shifr $(1.6) M to llghway Paùol Fund

. S¡mcRccommendation

. Adds $0.7 M forAnti{iang E eonsion

EXECUTIVE
RECOMMENDATION

. t4.4 M GF Chøge Abow FT 97

. $1.9 MEr¡rollmc¡rt G¡ou/ül

. SamcRccommc¡¡d¿tion

. t42MGFAbowFY 97

. Adds 3l.6 M for34 Bods Opcttod in FY 97

. Adds $ I .4 M to Staff I 0O Bcds, Junc I 99t
opcning

. 8(15.2) M GF Change Below trA 97

. Wclfa¡e Cascload Rcductions Bascd on Currsnt
I¡u$(11.6)M

. Placcs $17.8 M in TANF Stabilization Fund in DES

. Rcservcs S20.0 M Fdersl Funds for Welfa¡ç
Rcform Initiatives to be Specificd by lægislaturc

. DocsNotFundNcw CPS St¿ff

. Adds S3.9 M forDD/LTC Cascload

. Use Federal Funds forlong Term Ca¡c ShortfEll

. 834.5 M GF Change Abow N 97

. Acutc CarcDcrnoSraphic ¿nd Modic¡l Inflation
Increasc, $15.5 M

. Utilizcs S7.l M of Tobac¡o Tax Funds for
Expanded ldatcrnity lænSth ofStay Coverage and

to Fund HIV/AIDS Treaùner¡t
. Use GF R¡thcr than Tob¡cco Tax Funds to

Eliminate $10 M Private Hospital Reduction
. Dspro Sha¡c Statc Contibution, $l l.l M
. Freezes County Acutc Carc Conhibution at

$66.7 M and Estimaûcs County ¡{LTCS Incrcasc of
Sl3 À,f. Overell County Sharc of Costs is 31.3%,
dovm fmm 31.8% in FY 1997

. Rcqui¡c Countics to Rcimbursc St¡tc for S9.3 M
County LTC Underpayment

. 85.4 M GF Change Abøve FT 97

. Increase GF by S7.l M so as to Rcducc
HURF/I[ghway Fund Support Punua¡¡t to I¡w

. Adds 4l Ilghway Pabol OfIicers, S3.0 M

. Recommends S3.3 M in Equipmcnl including 93
Pabol Vchicles

. Redirccts thc S2.3 M CJEF Conüibution fiom the
Geneml Fund to DPS' Crimc I¿b Systcrn

. Savc $(2.1) M GF by Shiñing Costs to lÍghway
PabolFund

. Adds I I Crimc Lab and 7 Dspatcher FTEs

. ElocsNotExpa¡rd Anti€ang Programs

JLBC STATF
RECOMMEI\DATION

. 54.4 M GFchange Above fl 97

. $2.0 M Enrollrnerit Growül

. $1.7 M Technolory Assistcd Leaming

. 84.4 M GF Change Abow FI 97

. Adds $2.1 M for48 Bcds Opcr¡d in FY97

. Adds Sl.4 M to St¡frf 00 Bcds and Equip 200
Beds, July 1998 Opcning

. t24.1 MGFChøgeAbovcfr 97

. Opens 800 New Bcds in Mar & Apr97, $10.9 M

. 2.l7elnmaþPopulation Grorvttr, $2-9 M,

. CSO Pay Plan Continuation, $4.4 M

. \Vork Inc¡ntivc Pay Plan (WIPP), $2.6 M

. ti.s M GF Chøge Abow Fï 97

. Funds 2% Growtt¡ in Adult hob¿tion, Sl.6 M

. Annu¿lizcs JuvenilcP¡ognms, $1.4 lvl Ncw
Funding Defcned Duc úo Ptop 102

Economic Sccurity

AI{CCCS

Juvenile Conections

Conections

Judiciary

DPS

MAJOR
ISST]ES

-

Community
Colleges

-ru-



Arts Commission

Commercc

Veterans'Comm.

ADOT

Parks Board

DEQ

MAJOR
ISST]ES

-

Health Services

. 52.0 M GFChange Above FY 97

. Dcposit 32 M into Arts Endowmer¡t Fund

. Docs Not Recommend Expansion of Community

. E2-0 M GF Change Above Fl 97

. Adds Sl M for Clean Air Fund

. Shifrs $1.2 M in Appropriations from CEDC Fund
ûo GF to Stabilizc CEDC Fund

. t(0.5) M GFChange Below H 97

. Reduc¿s GF Support for Nursing Home from
$1.5 Mto $1.0 M

. 8(0.6) M Othq Fuds Below FT 97

. Reducc lvlainframe Computer Cosb, $(l.l) M. M\lD Workload Rcduction Savings, S(1.4) M. Increasc lvlaintenancc Funding, $ I .5 M

. 8I-3 M GF Chorye Abow FT 97

. Ka¡tchncr Pa¡k Operating Expcnscs, $0.9. Usc Growtl¡ in ParkFecs toAccelcratc Tonto
Lcase-Pu¡chasc

. Does Not I¡¡clude Pr,escrvc Initiativc

. $10.8 M GF Change Abovu H 97

. Adds$l5MforWQARF

. Adds $3.4 M for a New Safe Drinking Wabr
Rcvolving Fund

. Eliminates $(4.3) M GF Subsidy ofEmission Test. Eliminatcs $(3.0) M in Or¡c-time UST Funding

JLBC STAFF
RECOMMEI{DATION

' 8(0.8)MGFBelovil97
. Complctcs Phssc{ut ofDiseasc Commission

$(r.4)M
. Funds Titlc 19 Grouíl¡, $3.4 M
. Eliminates Exccss Contact Costs, $(1.6) M
. Continues Dlorr¡sizing ASH Clients to Community

' Placcrncnts, $(1.6) MNct Savings
. Savings Duc to ASH Privatization, $(0.5) M
. CRS Population/Otl¡er Savings, $(1.0) M

. t2.8 M GF Change AbovY FT 97

. SameRccommendation

. Adds $0.8 M for New Community Projecb

. 83.3 MGFChoryeAbovuW 97

. SamcRecommendation

. Adds $2 M from GF for CEDC Fund St¿biliz¿tion

. S(0.5) M GF Change Below Fl 97

. SameRccommend¿tion

. t0.8 M Other Fuds Abøve N 97

. DoesNotRccommer¡d

. DoesNotRccommend

. Increasc ùfaintcr¡ance Funding, $1.3 M

. t2.2 M GF Change Abovu H 97

. Adds $1.0 M forK¡¡tchncr

. DocsNotRecommcr¡d

. Adds $1.0 M for Prescrvc Initiativc

. 85-3 M GF Chorye Abovu N 97

. âdd¡$82MforWQARF

. Same Recommcndation

. Retains $22 M for GF Subsidy of Tests

. SamcRccommendation

EXECUTIT{E
RECOMMENDATION

' 8(I-2)MGFBelovH 9T
. SamcRccommc¡rdation

. Adds $1.5 M for Titlc 19 C'rou'ür

. Eliminatcs $(0.9) M forExccss Contracts

. Concu¡s, but $(0.4) M Nct Savings for ASII
Dovmsizing

. DocsNotRccommcnd

. SamcRecommcndation

-lv-



f lßc STAFF REC0I{l-lEl{DATloil
GEI{ERAI FUIID REVEilUES ATID EXPEIID]TURES

FTSGALIEARS 1997 AllD 1998

(dollan in thousands)

Proposed
FY 97

REVENUES
Balance Fonrard
Base Revenues
County Long Term Care Reimbursement
Flight Property Tax Proposal

TOTAL REVENUES

EXPENDITURES
Operating Appropriations
Supplementals
Pay A-djustments
CapitalOutlay
Ad m i n A-dj ustmentlEme rg encies
Revertments

TOTAL EXPEND¡TURES

Other Legislative Priorities
Tax Reduclion
Other Appropriations Bills

$399,765.4
4,787,406.0

9,347.8
0.0

$5,196,519.2

4,841,419.5
(1,911.2)

0.0
94,081.9
50,500.0

(60.742.1)

$4,923,348.1

Proposed
FY 9E

$273,171.1
4,928,794.0

0.0
8,086.0

$5,210,051.1

4,960,926.7
0.0

42,000.0
E6,982.E
26,500.0

t56.000.0)

$5,060,409.5

100,000.0
20,000.0

0.0
0.0

PROJECTED ENDING BALANCE $273,171.1 $29,641.6

Where lt Gomes From Where lt Goes

K-1241-ú

l{þlüEd leaß

oürüa.!f
AllOürül¡¡f

AHOOCT lO.Zr
Coçorrlr llÐlu t.tÍ

DOC DEt 7.7ß
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Further Budget Process Reform Legislation

The JLBC Staff recommends enactment of further
budget process reform legislation to establish a total
biennial budget and make permanent the promising
'Program Authorization Review' process. The draft
legislation would continue tl¡e changes begun in 1993 to
streamline the state's budgeting procedures. The entire
budgeting - program evaluation process would be converted
to a 2-year cycle. The major emphasis of the fust regular
session of a Legislature would be budgetary review and
approval. Program evaluation and Program Authorization
Reviews would be conducted in the second regular session.
Budgeting and strategic planning would also be further
integrated by converting the budget to a more programmatic
foimat.

The 1993 budget reform legislation had 4 main components:

established a split budgeting cycle -- smaller agencies
were reviewed every 2 years and the larger budget units
still underwent annual budget reviews;
required agencies to develop stategic plans, which
included a mission statement, goals, objectives and
performance measures for the budget unit as a whole.
required the Governor's Ofüce of Stategic Planning
and Budgeting to develop a master list of state agency
programs;

created a 4-year pilot prognm on Program
Authorization Reviews (PARS) in session law. Under
these reviews, agencies completed self-assessments of
designated programs. Unlike sunset audits, they
focused on particular progr¿ìms within an agency.
Upon completion of the self-assessmen! OSPB and the
staffofthe Joint Legislative Budget Committee (JLBC)
developed their own findings on the efficiency and
effectiveness of the program's operation and
recommended whether to retain, eliminate or modiff
the programs. A total of 75 PARs were required over
the 4 years. (A summary of this year's PARs appears
later in this narrative.)

The 1997 budget reform legislation we are recommending
would:

convert the remaining I I major budget units to a
biennial cycle, beginning with the FY 2000 and FY
2001 budgets to be enacted in 1999;
provide that PARs will be done in the off-budget year,
being the even-numbered years, providing an
alternating and supportive cycle ofbudget and program
evaluations;

FY 1998 Budget Recommendation Themes

provides for the appointment of Joint hogram
Authorization Review Committees ofthe Legislature to
receive the PAR findings from the staffs of
JLBC/OSPB and to make recommendations to the
entire Legislature and the Governor regarding the
"retention, elimination, or modification" of programs
having been PAR'ed;
convert the existing strategic planning and Master List
ofstate program procedures to p€rmanent law and place
ona2-year cycle that meshes with biennial budgeting;
beginning with the budget requests for FY 2000 and FY
2001, require agencies to submit their budget requests
according to the program definitions in the Master
Program List (in other words, a conversion to
"program-based budgeting").

Welfare Reform Block Grants

The JLBC Staff recommends the appropriation of 2
Federal Welfare Reform Block Grants: the Temporary
Assistance forNeedy Families (TANF) Block Grant and the
Child Care Block Grant (CCBG). TANF is the new program
created by Congress to replace the Aid to Families with
Dependent Children (AFDC) progam. The CCBG is an
expanded version ofexisting federal assistance for day care.
The recent federal welfare reform legislation requires state
Legislatures to appropriate these monies. As a result, the
JLBC Staffrecommends a 9-month FY 1997 supplemental
appropriation of $166.8 million for TANF and $38.4 million
for Child Ca¡e. The JLBC Staffalso recommends a FY 1998
appropriation of $226.7 million for TANF and $52.0 million
for CCBG. The JLBC Staff is also recommending
reallocating the new TANF monies so as to permit the
deposit of S17.8 million in a new TANF Stabilization Fund.

The JLBC Staff recommends the creation of the TANF
Stabilization Fund since the new federal block grant monies
will no longer automatically increase with future welfare
caseload growth. ln a future recession, welfare caseloads can
be expected to increase. The Stabilization Fund will provide
a funding source for such increases.

Term Tobacco T¡rx Fiscal

The JLBC Staff recommends that the level of Tobacco
Tax expenditures for on-going programs not exceed the
annual level ofnew Tobacco Tax revenue; furthermore,
ìve recommend that surplus Tobacco Tex monies be used
for one-time purposes only. The goal of numerous tobacco
tax programs is to reduce the use of tobacco products. Such
a decline would demonstrate success of the program, but
obviously reduce tobacco tð( rcvenue. As a resulg the JLBC

a

a

a

a

a

a

a
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Staffbelieves it would be fiscally imprudent to commit to
permanent spending in excess ofannual revenue.

In FY 1998, the JLBC Staffprojects that both Tobacco Tax
revenues and expenditures will equal approximately $122
million. The projected expenditures consist of on-going
funding for statutory Tobacco Ta:< programs (see table
below). The projected expendihues include $19.2 million for
items in the AHCCCS budget. These items include the

continued phase-out of the Quick Pay Discount and an offset
for a loss in Federal Funding. The $19.2 million would also

fund new requirements concerning maternity length of stay
and HIV/AIDS treafnent. To ensure that proposed

expenditures do not exceed cu¡¡ent revenues, the JLBC Staff
has recommended that the funding for the elimination of the

$10 million reduction in state-only hospiøl bills be shifted
from Tobacco Ta¡c Funds to the General Fund in FY 1998.

In prior years, Tobacco Tar< revenue has substantially
exceeded expenditures. As a result, the Tobacco Ta"x surplus
is approximately $130 million. Again, as fiscally prudent
policy, the JLBC Staff recommends that these monies
support one-time expenditures insæad of on-going programs.

As a resulg the JLBC Staffrecommends that S42.4 million
of FY 1997 surplus monies be set aside for 2 Departrnent of
Health Services (DHS) construction projects, the DHS
Health Laboratory and the new Arizona State Hospital.
Since this fund finances a wide range of health progtams in
the state, the Tobacco Tax and Health Ca¡e Fund represents
a logical funding source for these one-time projects.

Targeted State Employee Pay Raises

The JLBC Staff Recommends a total of $42 million for
State Employee Pay Adjustments to be effective October
l, 1997. The JLBC Staff recommends that 50% of the
monies, or $21 million, be allocated for merit pay increases,

and the other 50olo, or $21 million, be used for classification
reviews for all employee groups, except university facuþ
(where the JLBC Staff has a separate facuþ pay
recommendation.)

The issue of state employee pay has become prominent
recently due to attention given to a U.S. Bureau of Labor
Statistics (BLS) S0-state salary comparison that placed the
State of Arizona 50th n 1994, with an average salary some
$2,000 behind the 49th state (Wyoming). The JLBC Staff
and OSPB recently concluded an analysis of the BLS data
and uncovered several serious flaws in the BLS numbers for
Arizona (which were tle fault of the Arizona reporting
agencies). After correcting where we could, the JLBC/OSPB
Staffs concluded that average pay of state government
employees in Arizona was understated by nearly $5,000 in
1994.

Nevertheless, the State of Arizona does have some serious
state employee salary concerns. We are beset by high and
rising employee turnover, that is widespread as shown in the
table below:

While the Legislature has moved to provide special pay
adjustnents for Correctional Service Offrcers and Highway
Parol Offrcers amongst others, the legislatively-approved,
general pay increases for state employees have been
intermittent and averaged just2.S%o per year over the past
decade.

FY 1998 SUMMARY
TOBACCO TAX AND HEALTH CARE FI.JND

FUNDSAVAILABLE

sr22.000.000Revenue

ACCOUNTSUMMARY

DOR Administration

AHCCCS Medically Needy Account

AHCCCS Medic¿l Services Stabilization
Account !

AHCCCS Premium Sharing Demo
Project Fund v

DHS Health Education Account

DHS Health Research Account

DHS Medically Needy Allocations

DOC Conections Fund

TOTAL EXPENDITURE EARMARKS -
ALLACCOUNTS

320,000

29,696,1W

r5,652,500

20,000,000

28,s26,t00

5,611,300

22,059,200

r 34 000

sr2r.999.200

J! These monies are included as expenditures for the purpose
of this table.

ADOA PERSONNEL SYSTEM
TT]RNOVERDATA

Agencies with > lüX) FY Ff
FTE Positions 1994 f995

AIICCCS zlYo lg%o

Corrections l4o/o lTYo

Economic Security ll%o l3Yo

Health Services l9%o 19%

Revenue ll% l3Yo

Transportation Eo/o 9/o

Total St¡te Government l2o/o l4o/o

Fr
r996

lf/o

17o/o

l6Yo

3lo/o

l4o/o

l3o/o

l60/o
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Iuly I
July I
July I
NA
April I
NA
July I
April I
Jan. I
April I

3.50 0.00
0.00 t.25
4.50 0.00
0.00 0.00

$1,000/FrE -z 0.00
0.00 0.00
3.00 0.00
2.00 0.00
0.00 2.00

lo/oand 0.00
$sOO/FTE J

To Be Determined

! Represents original General Fund appropriation.

/ Equates to approximately 4.2Yo

L/ Equates to approximately 2-9%.
g ILBCStaffRecommendation

30.ó
12.6
46.0
0.0
9.1

0.0
40.7

t5.2

56.0

I

42.0 Oct I

t996
t997

1989
1990

l99l
t992
1993

1994
1995

12.7
8.4

25.4
33.7

30.6
12.6

45.6
0.0

36.4
0.0

57.9

1998
!

SALARY ADJUSTMENT FOR STATE EMPLOYEES
SINCE F'T 1988

(Shown in Nominal Dollars)

Annual %;o o/o

Fiscal Approp. V Start Cost Cost Merit
Yea¡ Date of

When the other special pay actions (that the JLBC Staffhas
recommended in individual agency budgets) are included,
the total Staff-recommended pay adjustments are a record
$47.4 million.

Enhance lnformation T

The JLBC Staff is recommending $1.9 million from tbe
Information Technology Fund to begin the state's new
information technology oversight process. Effective July
l, 1997, Laws 1996, Chapter 342 created: l) a separate
Executive agency, the Government Information Technology
Agency (GITA), responsible for statewide information
technology planning, coordinating, and consulting and 2) a
Legislative, Executive, Judicial, and private sector
committee, the Information Technology Authorization
Committee (ITAC), responsible for oversight of Executive,
Legislative, and Judicial information technology. The bill
transferred the Executive Branch information technology
planning, coordinating and consulting functions from the
Arizona Departnent of Adminishation (ADOA) to GITA.
The JLBC Staffrecommendation provides funding for the
new agency, along with corresponding reductions in ADOA.
GITA and ITAC are expected to improve the coordination
and effectiveness of information technology used by state
agencies. The new agency and committee also are expected
to reduce waste and duplication associated with over
$200 million spent annually on information technology for
state government.

In addition, the JLBC Staff recommends appropriating
$7 million from the General Fund and $5.6 million from
Other Funds to GITA to address Year 2000 issues. "yea¡

2000" refers to a necessþ to alter computer functions that
use a 2-digit code for the year (i.e., if the year 1997 is "97 ,"
1998 is "98," and so on, tlìe year 2000 being "00" will create
enormous miscalculations in formula-driven programs.)
The Governor has directed state agencies to absorb the
majority of their Year 2000 costs by reallocating priorities
within their existing budgets. The recommended amount
centrally funds individual state agencies' Year 2000 costs
beyond those that can be absorbed within existing agency
budgets. GITA will allocate amounts to individual agencies,
as required. Cenral ñrnding will provide flexibility and
oversight for resolution of Year 2000 problems in various
state agencies.

State Permanent Fund lnvestment

JLBC Staffrecommends that the State Permanent Fund
invest some percentage of its investments in equities in
order to protect the fund against inflation and achieve a
higher rate of growth of assets to improve the income for
the 14 designated fund beneficiaries. This will require an
amendment to the State Constitution at the next general
election.

The State Permanent Fund has grorvn rapidly in recent years,
to $767.6 million at the end of FY 1996, mainly because of
increased sales of State Trust Lands at higher land prices in
the current economic expansion. Article 10, Section 7 of the
Arizona Constitution requires that the "State Treasurer shall
keep all such moneys invested in safe, interest bearing
securities . . . " Statutes require that the State Treasurer invest
the State Permanent Fund in U.S. federal government and
high grade corporate notes and bonds. The policy has been
that interest from the State Permanent Fund is transferred
each yearto the expendable account ofthe State Permanent
Fund for use by the 14 beneficiaries. The State Permanent
Fund earned $52.6 million in FY 1996. The largest
beneficiary, the Common Schools (K-12), received about
$48.6 million, or 92%o, of the total State Permanent Fund
interest earnings that year. This is roughly the proportion of
Trust Lands held for their account. (Additionally, any
income from the leasing of Trust Lands is moved into the
expendable account).

However, it has long been recognized,by investment experts
that by spending all the interest earnings each year, the State
Permanent Fund, or any fund pursuing a similar policy, is not
protected against inflation, and the 'real' value of the fund
decreases annually. In fact, the primary reason the State
Permanent Fund has grown has been due to continued sales
of State Trust lands; the proceeds of which must be deposited
and not withdrawn from the Fund. In addition, it has also
long been recognized that equity securities from established,
reputable companies have provided sþificantly higher rates
of retum than the Treasurer can earn on government
securities and corporate bonds.
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It has long been believed that the State Enabling Act
prohibited investment of State Permanent Fund monies in
equities. However, a 1957 amendment to Section 28 of the

State Enabling Act eliminaæd the requirement that "the state

treasurer shall keep all such moneys invested in safe,

interest-bea¡ing securities ." This 1957 amendment,

reportedly initiated by the Staûe of New Mexico, changed the

original l9l0 State Enabling Act (New Mexico and Arizona
were covered by the same Enabling Act) and allowed New
Mexico to invest its State Permanent Fund in equities since

that time. This change to the Enabling Act for Arizona \t¿ts,

unfortunately, overlooked by West Publishing (amongst

others) and was not, therefore, included in Arizona statutes.

The JLBC Staff believes that a change to the Arizona
Constitution to allow investnent of State Permanent Fund
monies in recognized equþ securities will, over time,
enhance the value of the State Permanent Fund substantially
and improve the annual real, inflation adjusted incomes for
its beneficiaries. The table shows the actual growth of the

fund since 1980 and the hypothetical incremental rate of
return if the State Permanent Fund had been invested in a
portfolio with 65% invested in the Standa¡d & Poor's 500
Ma¡ket Index and about 35% in high grade corporate bonds.
Had Arizona availed itself of this option since 1980, we
would have eamed an additional $320.9 mil lion. representing

a5.0%o higher annual rate of return, on average. The JLBC
Staff believes a change in invesûnent strategy toward
equities can be part of a solution to Arizona's school finance
problem.

Continue lmproving tund Oversight

The JLBC Staff recommends continuing to reduce both
the number of funds in the state's accounting system and
to transfer more'off-budget' spending to appropriated
status. The recommendation is an outgrowttr of the
Legislature's belief that it should limit the proliferation of
separate state funds and exercise greater oversight ofnon-
appropriated funds. Laws 1994, Chapter 366, annually
requires the JLBC Staff to'recommend the elimination or
consolidation of at least l0% of the total number of funds,
and the conversion at least 5Yo of non-appropriated fund
expenditures to appropriated status.

We determined in a November 1996 report that there a¡e 535

separate fimds, and that non-appropriated resources
constitute $4.4 billion of the state's overall spending
authority. To reduce the number of funds and to increase
legislative oversight, the JLBC Staffis recommending:

to eliminate or consolidate 62, or l2%o, of all funds, and
to convert $326 million, or 7%o, of fund expenditures to
appropriated status.

Separate legislation will be introduced to accomplish each of
these purposes. The detailed recommendations appear in the
November 1996 report. A summary of the proposal can also
be found atthe end ofthe FY 1998 Non-Aoorooriated Funds
volume.

Redirect Aviation Property Tax Revenues

The JLBC Staff recommends that 50% of Aviation
Property Tax revenues be deposited into the General
Fund. The Governor is proposing to suspend deposits of
aviation property tax revenues to the Aviation Fund for a 3-
year period from FY 1998 through FY 2000, and to redirect
the deposit of some $47.5 million into the General Fund over
that period. The Governor links this action with the
appropriation of $20 million over the next 2 years into a
"Yea¡ 20(X) Fund" to fx major computer glitches associated
with the year 2000 in thousands of computer programs
operated by agencies of state government.

The JLBC Staff concurs with the Executive that ttìe flight
property tan is generating far more revenue than expected
when it was removed from the General Fund in the late
1980's and redirected to the Aviation Fund; however, rather
than suspending deposits for the next 3 years as

recommended by the Executive, we would recommend the
establishment of a 50/50 split of revenues between the
Aviation Fund and the General Fund. When viewed in the
context of the JLBC Staffs higher forecast for the aviation

Fiscal
Year

1980

l98l
1982
1983

t984
1985

1986

t987
1988

l9E9
r990
l99r
t992
1993

t994
1995

1996

Tot¡l

Difference

$2.1
(4.6)

(r0.6)
47.8

(2s.7)
45.6

55.4

9.0
(20.5)

20.9
4.6

(5.0)

30.0
52.4

(3 1.7)

75.4
75.6

$320.9

Permanent Fund Growth
rrVith ¡nd rrVithout Equity Mix

(in millions)

Actual Equity
Perm¡nent Tre¡surer's Return

Fund Earninss IASRS)

$125.8 $9.9 S12.0
135.5 l 1.3 6.7
143.5 14.0 3.4
150.1 12.6 60.5
167.6 17.0 (8.7)

' 21t.2 22.2 67.8
246.7 22.3 77.7

315.9 28.3 37.3

364.6 3r.8 l1.3
405.6 37.2 58.I
459.5 39.1 43.7

501.6 45.0 40.1

525.0 46.7 76.8
572.5 43.4 95.8
634.5 43.7 t2.0
695.1 48.2 t23.6
767.7 52.6 128-2

$525.4 $846.3
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property ta<, the Staff recommendation leaves sufficient
revenue for the Arizona Deparfnent of Transportation to
maintain airpof capital improvement plans at a high level as

shown in the table below.

AVIATION FI.'ND PROJECTIONS
(in millions)

Fiscal Yea¡

1998 1999

Revenues, including
Beginning Balance:

Current Law

Exec. Proposal

JLBC StaffRec.

Expenditures:

Current Law

Exec. Proposal

JLBC

Ending Balance:

Current Law

Exec. Proposal

JLBC

2000

40.5

12.5

$68.4

$22.r

22.t

22.t

$54.9

38.2

46.6

$77.0

60.3

68.6

$64.1

28.9

46.5

$23.5

23.5

23.5

$87.5

52.3

69.9

s27.5

27.5

27.5

$95.9

40.0

67.9
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HIGHTIGHTS OF AGENCT BUDGET RECOMMEIIDATIONS

Education

Department of Education

The JLBC Staff recommends $89.5 million in new K-12
funding, e 4.5V" increase. This increase includes $82.2
million for enrollment growth in non-charter schools and

$32.7 million for enrollment growth in charter schools, both
based on formula funding projections. Also included are

$33.3 million for Sudden Growth ('Current Year Funding"),
and $18.6 million for the homeowner's rebate ("Additional
State Aid"). Offsetting these increases are projected net
savings of $(72.1) million for assessed valuation growth,
5(10.2) million for eliminating double funding of Bureau of
Indian Affairs (BIA) charter schools, and $(a.9) million for
recommended changes in the tansportation frnding formula.

The JLBC Staffrecommends that funding for the State Block
Grant for Early Childhood and State Block Grant for
Vocational Education programs be allocated differently
during FY 1998. Early Childhood funding would be
allocated based solely upon the number of "free lunch
eligible" pupils enrolled during FY 1997. We recommend
that 80% ofvocational education funding be based upon I lth
and l2th grade student counts in these programs, and20%be
based upon placement rates for these students.

Universities

The JLBC Staff recommends $18.1 million in new
university funding, a2.9Yo increase. The recommendation
includes $11.2 million to annualizp, the April 1997 pay
adjustnent, a $(5.5) million decrease due to increases of
other funds, and $8.2 million for the "Faculty Teaching
Incentive Pay."

The JLBC Staffrecommends that the ranked faculty should
increase their direct classroom teaching load to improve the
quality of instruction. There has been a national trend
toward lower faculty teaching loads in recent years, and
Arizona has followed suit. A 1992 study by the JLBC
Higher Education Resea¡ch Advisory Boa¡d concluded that
the average faculty teaching load (in terms of classroom
contact hours) was 7.8 hours. More recent data (1995)
shows that in terms of "regularly scheduled classroom credit
hours," that faculty teaching loads may be even lower. The
Faculty Teaching Incentive Pay program will award a salary
bonus to those facuþ members who teach at least t hou¡s
per week in regularly scheduled direct classroom instuction,
including lab hours.

In addition, the JLBC Staffrecommends $14.8 million for
university building renewal, which is an increase of $3.3
million from FY 1997 (See Capital O"tlqy section of

Detailed Analysis and Recommendation Book). The
universities will also receive approximately $13 million of
the proposed general pay adjustment.

Community Colleges

The JLBC StafÏ recommends a $4.4 million, or 3.9Vo,
increase in Community Colleges funding. This increase
includes $2.7 million for changes in full-time student
enrollment (FTSE) and "hold harmless" funding, and
equalization aid.

The JLBC Staff recommends $2.7 million for continued
funding of the Technology Assisted Learning initiative
referred to as the "Arizona Learning System" (ALS). The
recommended amount reflects a $1.6 million increase above
the FY 1997 amount of $l.l million to implement the
statewide plan for interconnecting and consolidating
communþ college, universþ and K-12 telecommunication
systems (video, voice and data) and to continue tìe
technology alliance established between these and other
public and private sector parfriers. Success of the ALS is
dependent upon procuring a telecommunications "backbone"
infrastructure constructed by private industry at a distance-
insensitive price. Therefore, the JLBC Staff recommends
that the release of these funds be subject to successful
contact negotiations with a private vendor and JLBC review
ofthe confract.

Criminallustice

Propositions 102 and 200

Proposition 102, the Juvenile Crime Initiative, creates
significant uncertainty in the juvenile justice arena. In
addition to requiring the úansfer to adult court of specific
categories of juvenile offenders, the initiative allows the
Legislature to define additional groups of juveniles to be
ûansferred. This could increase the number ofjuveniles in
adult probation and prison programs while decreasing the
pressure on juvenile corrections beds and juvenile intensive
probation. Once the groups are defured, it will be possible to
estimate the number of delinquent juveniles involved and the
cost shifts among juvenile and adult programs.

Proposition 102 also allows county attorneys to divert
juveniles to communþ programs. This could affect a
number of juveniles in programs such as Juvenile
Probation, Juvenile Intensive Probation, and Juvenile
Treatnent Services. Funding for such options was not
provided for in the initiative. Thi¡d, the new restitution
requirements may involve additional administative
resources.

Lastly, and potentially most significantly, Proposition 102
took away from the Judiciary the absolute authority over
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Lastly, and potentially most significantly, Proposition 102

took away from the Judiciary the absolute authority over
juvenile proceedings. This leaves open the possibility for
significant changes, such as moving delinquency or
dependency programs from the Judiciary to the Executive
Branch of government, or otherwise changing their scope,
purpose, and number of participants. Because of these
uncertainties, the JLBC Staff has not recommended
additional funding for expansions ofjuvenile delinquency
programs in FY 1998. Fiscal impacts of various proposals
should be considered as legislation is developed.

Proposition 200 is also expected to put some upward
pressure on adult community justice programs. It requires
that fi¡st or second-time non-serious drug offenders be
placed on probation rather than sent to prison, and that drug
treatment services be provided for them. During FY 1997
and FY 1998, it is estimated that about 400 persons could be
released from prison to parole, and in FY 1998, about 600
peßons could be diverted from prison and placed instead on
probation. This could cost up to $5.2 million from the state
and $300,000 from the counties for parole and probation
supervision, treatment services, and intensive probation.
Furthermore, existing probationers are now eligible for drug
teatnent services which could cost from $5 million to $15
million.

The initiative makes S8.6 million from alcohol tax revenues
available in FY 1998 for some of the added costs: $3.1
million to the courts for drug treamenq $2.4 million to the
Departnent of Corrections forparolees, and $3.1 million to
a new commission for drug prevention.

Department of Corrections

The JLBC Staff recommends a total General Fund
increase of $24.1 million, or 5.60/o, for the Department of
Corrections budget. The recommendation includes $10.9
million to open 800 new prison beds, $2.9 million for a2.lYo
growth in the average daily inmate population, $4.4 million
to continue the correctional officer pay plan approved in FY
1996, and $2.6 million to expand the Work Incentive Pay
Plan (WIPP) program.

The JLBC Staffrecommendation would slightly reduce the
current 2,427 bed shortfall to2,377 by the end of FY 1998.
Due to the current consfuction schedule, new prison beds
will not become available until late FY 1998. The inmate
population is projected to increase by I l0 inmates per month
in FY 1998. The FY 1997 growth projection was originally
150 inmates per month, however due to a slowdown in
growth, the FY 1997 growth projection was revised to I l0
inmates per month. These population projections do not take
into account any impact from Proposition 200 or proposition

102. It is anticipated that Proposition 200 may reduce the
bed deficit by as much as 400 as a result of inmates being

released from prison and placed on parole. The impact of
Proposition 102 will depend on how the Legislature defines
chronic and violentjuvenile offenders and any sentencing
guidelines that are established for these offenders.

In FY 1997, the Legislature appropriated a total of$14l.l
million over a 3-year period for the constuction of a new
4,150 bed complex. These beds will come on-line in FY
1999 and FY 2000.

Department of luvenile Corrections

The JLBC Staff recommends a $4.4 million, or 9.3o/o,
increase for the'Department of Juvenile Corrections
(DJC). Ofthis change, $2.1 million would fund the full-year
costs of48 new secure, institutional beds to be opened in FY
1997. In addition, the JLBC Staffrecommends a Fy 1997
supplemental of $2 million to start up these beds. Of the
new beds, 34 are located at a new mental health facility
located on the grounds of the A¡izona State Hospital. The
other 14 are "reopened" beds at the Catalina Mountain
School facilþ that had been held vacant due to the Johnson
v. Upchurch (Jv. Ø consent decree.

With the passage of hoposition 102, there is uncertainty
about the departrnent's future secure care bed needs.
Implementation of the proposition will likely increase the
number of minors sent to the Deparnnent of Corrections
instead of DJC, but it might also increase the number of
juveniles at DJC and their length of stay.

With this uncertainty in mind, the JLBC Staffrecommends
$1.4 million to fund beds at the new complex being
consfucted near Buckeye. The recommended funding
would enable the deparûnent to hi¡e stafffor the first 100
beds and purchase equipment for the first 200 beds.

The committee of consultants which is monitoring the J v. U
consent decree reported in May 1996 that DJC is making
acceptable progress in most areas, although population caps
and staffrng ratios continue to be areas of concern. The
Court has approved DJC's use of 38 of the new beds to
alleviate overcrowding and will consider approving the
remaining l0 once additional funding is provided. If the
committee's January 1997 repon is favorable, the consent
decree may expire, as scheduled, in May.

Judiciary

The JLBC Staff recommends a $3.5 million General Fund
increase, or 3.0Yo, for the Judiciary. Most of the increase
is for adult programs. We have budgeted for a2%o increase
in the population of probationers. For standard adult
probation, the funding will pay for 50Vo of the costs of the
new slots. Currentþ, the state and counties each fund about
50% of Adult probation programs. Propositions 102 and 200
will also affect adult probation programs. The impacts are to
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be considered as part of separate legislation which will be
needed to clari$ provisions ofthose initiatives. Forjuvenile
programs, the JLBC Staff recommends annualizing the
funding for new capacity begun in FY 1997, but we
recommend that funding for program growth be considered
as part ofthe separate Proposition 102 legislation.

The Arizona Court Automation Project (ACAP), the first
step in the Judiciary's plan to create an integrated Judicial
Information System, is designed to provide Arizona's trial
courts with a uniform, automated financial and case

management system. Version I of ACAP could not
successfully manage the courts' financial data.
Implementation problems caused the Judiciary to change the
ACAP software, resulting in approximately $6 million in lost
expenditures.

Given these previous problems, the JLBC Statr recommends
a $100,000 General Fund appropriation to the Information
Technology Authorization Committee (ITAC) to review
Judiciary automation plans. Pending the outcome of ITAC's
review, the JLBC Søff does not recommend any
appropriated monies for the Judiciary to finish uncompleted
phases of ACAP or to develop an integrated Judicial
Information System.

Health and Welfare

Proposition 203

Proposition 203 allows various health and welfare programs
to receive up to $17 million in Lottery profits after existing
statutory deposits or guarantees are met. Based upon the
JLBC Staff Lottery revenue forecast, Proposition 203
programs will receive no monies in FY 1998 and $2.63
million in FY 1999.

Lottery profits follow 2 distinct flows that are derived from
the sale of l) Powerball tickets and 2) Lotto, Fantasy 5, and
Scratchers tickets. Powerball profits flow to the General
Fund and, if deposit stipulations are met, to mass-transit
funding. hoposition 203 programs, however, are only
eligible for profis derived from the sale of the remaining
games after the Local Transportation Assistance Fund,
County Assistance Fund, Heritage Fund and Arizona Clean
Air Fund each receive their fi¡ll deposits as directed by
statute.

Sales of the Lotto, Fantasy 5, and Scratchers games (less
Bingo) must reach approximaæly $211.4 million in FY 1998
for the Proposition 203 programs to receive the full $17
million. The JLBC Staff estimates that these games will
reach sales of $171.4 million in FY 1998.

The second part of Proposition 203 requires AHCCCS to
provide sewices to individuals with incomes below 100% of

the federal poverty level. The Proposition makes this
requirement contingent upon the federal government
agreeing to participate in this program expansion. Given that
such an agreement has not been reached, the JLBC Staff
recommendation does not incorporate the 100% proposal.

AHCCCS

The JLBC Stafl recommends a total General Fund
increase of Si4.5 million, or 7.2o/o, for AHCCCS.
Combined with caseload growth, Acute Ca¡e expenditures
are expected to grow by $15.5 million, or 3.6%o, in FY 1998
due in part to changes in capitation rates negotiated with the
health plans as FY 1998 is a bid procurement year.

The JLBC Staff recommends utilizing $19.2 million of
Tobacco Tu Funds to continue funding the phase-down of
the Quick Pay discount and to offset the loss in federal
ñmding due to a change in the Federal Matching Assistance
Percentage. The recommendation also includes utilizing
Tobacco Tax Funds to fund expanded maternity length of
stay coverage and a new HIV/AIDS treatnent. Since these
additional costs are a direct result of a change in covered
services, the JLBC Staffbelieves the use ofTobacco Tax
Funds is consistent with current law (A.R.S. ç 42-1241(C')
arrd $ 42-1242.) The FY 1998 General Fund increase
includes $10 million, paid from Tobacco Tax Funds in FY
1997 , to eliminate the private hospital discount.

The JLBC Staff recommends that the county Acute Ca¡e
contribution remain at 566.7 million. In addition, the
counties would be required to pay an additional $13.0
million in Long Term Care costs, for a total of $153.9
million. The counties' combined Acute/Long Term Care
cost of $220.6 million represents 31.3o/o ofthe overall cost of
AHCCCS. The county cost of the program is actually
declining, as their FY 1997 share of costs was 31.8%.
Furthermore, the collective increase to counties of 6.3%ó

compares favorably to the state's increase of 7.2Yo and the
federal government's increase of ll.8%o.

Department of Economic Security

The JLBC Staff is recommending a $(15.2) million
reduction, or (3.8)7o, for the Department of Economic
Security. The recommendation includes a reduction of
$(l1.6) million due to decreasing caseloads in Temporary
Assistance for Needy Families (TANF) - Cash Benefits and
General Assistance.

TANF is the new prog¡am created by the Congress to replace
the Aid to Families with Dependent Children (AFDC)
program. The caseload reduction assumes that the state will
continue to use essentially the same AFDC income eligibilþ
criteria for the TANF program. The reduction occurs
primarily due to a decline in welfare caseloads during the
current year.
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Along with the TANF program, the Congress created an

expanded Child Care Block Grant (CCBG) program. As
noted earlier, the JLBC Staffis recommending the FY 1998

appropriation of $226.7 million in TANF Block Grant
monies and $52.0 million in Child Ca¡e Block Grant monies.

The state's FY 1998 TANF allocation is $38.9 million higher
than the level of federal funds that would have been required
to operate the AFDC program in FY 1998. The JLBC Staff
recommends that $17.8 million of this amount be used to
replace General Fund monies currently spent on the AFDC
program. The $17.8 million in "freed-up" General Fund
monies would then be deposited into a TANF Stabilization
Fund. (This funding shift is being utilized since the federal
government would not permit the state to directly deposit
Federal Funds into a state stabilization account.)

In addition, the JLBC Staffrecommends setting aside $20
million of the new TANF monies for legislative initiatives.

During the 1997 legislative session, legislative committees
will be considering statutory changes in the state's welfare
reform laws. Once the redesign of the welfare system is
compleûe, these monies will be available to assist in fulfilling
legislative objectives. For example, the legislative initiative
monies could be used to further expand the $17.8 million set
aside for the TANF Stabilization Fund.

While the JLBC Staff has recommended using the excess FY
1998 monies for the Stabilization Fund shift and legislative
initiatives, our proposal for the excess FY 1997 monies is
different. The JLBC Staff recommends ex-appropriating
5Q2.2) million of the existing FY 1997 DES General Fund
budget and replacing those funds with a like amount of
excess FY 1997 federal block grant funding. The ex-
appropriation would include a reduction of $(18.8) million
related to TANF and $(3.4) million related to CCBG. Since
no new welfare reform initiatives will begin until at least FY
1998 as the Legislature considers possible policy options
during the 1997 session, the JLBC Staff believes this
proposal to be a prudent use of the excess FY 1997 monies.

Department of Health Seruices

The JLBC Staff recommends a total General Fund
decrease of $(791,100) for the Department of Health
Services budget As part of the ongoing requirements for
settling the Arnold v. Sarn lawsuit, the JLBC Staff
recommends transitioning an additional 55 ASH clients to
community teatment beds. To accomplish this transition,
the JLBC Staffrecommends the tansfer of $3.0 million from
the ASH operating budgetto communþ treatment services.
From FY 1995 through FY 1998, the average daily census at
ASH will have been reduced from 450 to 250 clients. In
addition, the declining census at ASH results in decreased
operating costs, for a net savings of $(1.6) million.

The Title XIX behavioral health population and capitation
rates are expected to increase slightly over FY 1998,
resulting in an increase of $3.4 million. With regard to
Children's Rehabilitative Services, population changes and
the increased availability of Federal Title V funding are

expected to result in a net decrease of $(1.0) million for the
General Fund.

Other changes in the DHS budget involve eliminating excess
costs associated with outside contracts. Actuarial and Data
Processing conkact costs are reduced for a savings of
S(1.6) million and the ASH contract which privatized such
ancillary sewices as groundskeeping housekeeping and food
preparation has resulted in savings of $(500,000). In
addition, the 3-year phase-out ofGeneral Fund support for
Disease Control Research Commission contracts will be
completed, for a decrease of $(1.4) million.

Transportation/Pu bl ic Safety

Arizona Department of Transportation

The JLBC Staffrecommendation provides $f37.8 million
from the State Highway Fund for st¡tewide highway
construction, which is $9.6 million, or 7.0%o, more than
the FY 1997 estimate. The JLBC Staff can recommend
more for highway construction, because we divert $7.1
million less for the funding of the DPS highway patrol and
do not recommend S3.3 for traflic signal synchronization,
which is envisioned to cost a total of $33 million over l0
years. The JLBC Staff recommends an ADOT operating
budget reduction of$(900,000) and (30) FTE Positions.

The JLBC Staff recommends that the Government
Information Technolory Agency (GITA) review and oversee
ADOT's major Year 2000 computer projects. The JLBC
Staffhas earma¡ked a $5 million contingency set aside from
the State Highway Fund for this purpose. No additional
funding has been included in ADOT's operating budget for
Year 2000 computer projects. ADOT reported in November
1996 that it plans to put its Enterprise computer system (for
drivers license and vehicle title and registration) efforts on
hold, pending the outcome of its litigation with the vendor
who was developing the Enterprise software.

The JLBC Staffrecommends that ADOT provide quarterly
reports on customer wait time, transaction time, and total
customer time spent in Motor Vehicle Division (MVD) field
ofüces. The Stafffurther recommends that ADOT report on
irc efforts to increase the number and percent of vehicle
registations renewed by mail and other non-walk-in means
by September 30, 1997, since such renewals are a savings to
MVD which should be documented.
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Department of Public Safety

The JLBC Staff recommends ¡ total General Fund
increase of $5.4 million, or 9.8/", for the Department of
Public Safety. Current law limits the amount of Highway
User Revenue Fund (filJRF) and Highway Fund monies
available to fund DPS highway patol costs. The JLBC Staff
recommendation adheres to these laws, decreasing the
departnent's HURS and Highway Fund monies by
$(7.1) million in FY 1998 and an additional $(5) million in
FY 1999.

In recognition that the DPS crime lab system benefits law
enforcement at all levels in Arizonq the JLBC Staff
recommends a portion of Criminal Justice Enhancement

Fund (CJEF) monies currently deposiæd in the General Fund

be redirected to support DPS' crime lab system. In FY 1998,

these CJEF revenues will equal $2.3 million.

Finally, the JLBC Staffrecommends addressing the needs of
the highway patol through the addition of 4l highway patol
ofücers in FY 1998 and23 offrcers in FY 1999. The JLBC
Staffs recommendation would also add 93 patol vehicles in
FY 1998.

llatural Resources

Arizona Department of Environmental Quality

The JLBC Staff recommends a total General Fund
increase of $10.8 million, or 50.4%o, for DEQ. The JLBC
Staff recommends a $15 million increase for the Water

Qualþ Assurance Revolving Fund (WQARF) Priority Site
Remediation Program. This amount when combined with
the continuing $1.8 million appropriation and the
approximate $5 million in WQARF base revenues, gives the
program a total funding level of nearly $22 million. This
amount will be used to monitor and remediate contaminated
groundwater at 28 siæs throughout the state. The Legislature
established a groundwater task force and a Joint Select
Committee on WQARF to study the issues surrounding the
program, including its funding needs. From these groups

came several proposals for containment and remediation,
each with varying costs.

The JLBC Staffrecommends the elimination ofthe FY 1997
M.3 million General Fund appropriation to subsidize the cost
of the vehicle emissions inspection program. In FY 1997,
vehicle owners paid $20 for the cost of the 2 year test.
Another $4.30 of the test cost was covered by the GF
subsidy. The JLBC Statr, in keeping with legislative intenÇ

recommends that vehicle owners pay the entire cost of the
required inspections and that the state subsidy be
discontinued. The JLBC Staff also recommends that the

overtread costs not covered by the program's revenue be paid
by assessing vehicle owners an additional administative fee.

The JLBC Staff recommends a General Fund increase of
$3.4 million as a federal match to establish a state Safe
Drinking Water Revolving Fund. This amount provides the
required 2O%omatch needed to draw $16.9 million from the
federal government. These monies will be used to make
loans and assist communities in installing and upgrading
drinking water systems.

Arizona State Parks Board

The JLBC Staff recommends a F"f f 998 General Fund
appropriation increase for the Parks Board of $1.3
million, or a 20.8o/o increase. Of this amount $946,000
and 29 new FTE Positions would fund the operating cost of
the new Kartchner Caverns State Pa¡k.

In addition, the JLBC Staff recommends a session law
provision to dedicate the revenue growth in the Enhancement
Fund above the FY 1997 level to expedite pay-offof the
Tonto Natural Bridge State Park lease-purchase. Early pay-
offof lease-purchase frnancing will save the state $l million
in interest expenses.

Arizona Department of Water Resources

TheJLBC Staff recommends a decrease of $(a.9) million,
or (24.)%o, for the Department of Weter Resourcss. The
Staff recommends suspending the $5 million General Fund
appropriation to the Water Protection Fund in FY 1998. The
fund is used to provide grants to enhance water quality and
quantity and to restore the habitat of rivers and streams. The
JLBC Staffrecommends that FY 1998 grants be made from
the fund's $8 million balance. The recommendation
continues the appropriation in FY 1999.

General Government

Department of Commerce

The JLBC Staff recommends a $2.0 million, or 20.to/o,
increase for the Department of Commerce. The Staff
recommends shifring $1.2 million in appropriations from the
Commerce and Economic Development Commission
(CEDC) Fund to the General Fund to stabilize the non-
appropriated CEDC Fund. The role of the Commerce and
Economic Development Commission is to establish business
incentives and assistance procedures to retain, expand or
locate businesses and other qualified projects within the
state. Withoutthe recommended fr¡nd shift, projected CEDC
Fund revenues during the next several years would not be
able to sustain the projected level of CEDC expenditures.
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FTE Summary lnformation

The JLBC Staff recommendation provides for an
increase of 462.3 FTE Positions. This represents an
increase of 1.0%o. The majorþ of this growth occurs in the
Departnent of Corections, which adds 396 positions to staff
new prisons.

JLBC Staffrecommends the continued use of pay-as-you-
go financing, rather than leasepurchase, for constructing
new facilities. With the healthy budget outlook, the Staff
recommends a continuing retum to cash financing of new
facilities, which is the least expensive financing method.
Beginning in the mid-1980's, the Legislature approved the
issuance of Certificates-of-Participation (COp's) to fi nance
the acquisition or consûuction of general state office
buildings, ASU-West, a new Supreme Court building, the
ENSCO property, facilities at ASDB, the Tonto Natural

Bridge, and more recently, "disFessed properties" and
additional state prisons. All told, as of December 31,1996
there were outstanding lease-purchase issuances of $541
million with an annual lease-purchase requirement of $65
million.

COP financing made sense in the late 1980's and early
1990's, due to our poor budgetary climate and the
opportunity to take advantage ofseverely depressed building
values and constn¡ction costs. Now, these factors are absent,
making pay-as-you-go the more attractive financing option.

Accordingly, the JLBC Staff recommends continuing the
advance appropriation of $61 million for a new prison
complex and juvenile complex near Buckeye. The JLBC
Staffalso recommends $23 million in Tobacco Tax monies
for a new state health laboratory and Arizona State Hospital
(ASÐ. Completion of ASH will require $20 million in Fy
1999. The JLBC Staffalso recommends plans to accelerate
paying offthe COP's on Game and Fish oflices, the Tonto
Natural Bridge, and the "disûessed properties" acquired in
t992.

Authorization Rey¡ews

The JLBC Staff recommends modifying lt programs as
a result of the Program Authorization Review process.
Laws 1996, Chapter 339 required the JLBC Staffand OSPB
to review 34 selected state government programs and
subprograms in 14 state agencies. These reviews, known as
Program Authorization Reviews (PARS), began with an
initial agency selÊassessment. Subsequently, the JLBC Staff
and OSPB jointly reviewed these 34 programs. In addition
to the individual reports, the two offrces prepared a
composite PAR document, the JLBC/OSpB Final pAR
Executive Summary Reoort. which provides for each
program a summary of the joint JLBC Staff and OSpB
findings. This composite document has been distributed to
each legislator, the Governor, and the affected agencies.

As directed by Chapter 339, the JLBC Staff and OSpB
recommend either to "Retain, Eliminate, or ModiS" (RE.M.)
the program. The Staffrecommendation is contained in each
agency's narrative as is a discussion of the Executive
recommendation. In addition, a brief summary ofthe second
year PAR report for each affected agency is provided in
these 14 agencies' analysis and recommendation narrative.
For specific detail on each PAR, see the narrative for each
agency.

Of the 34 programs and subprograms reviewed, the JLBC
Staff recommends retaining 16, modiffing 18, and
eliminating none. The highlights of the JLBC Sraff
recommended modifications are as follows:

Full-Time Equivalent Positions -
Total Appropriated Funds

Agency

Universities

Dept of Conections

Dept of
Transportation

Dept of Economic
Security

Dept of Public Safety

Dept ofRevenue

Dept of Health
Services

AHCCCS

Dept of
Administration

Dept of Juvenile
Cor¡ections

All Others

TOTAL

u

3,802.5 3,613.6

Ft 1997
Estimrtev

14,284.2

8,624.4

4,352.0

1,629.5

1,255.0

t,167.t

1,074.8

I,050.0

6.489.0

44.576.0.

FY T99t
JLBC St¡lf

Recommend

14,399.3

9,020.4

4,322.0

1,689.5

1,255.0

1,073.1

1,089.8

902.0

Difference
JLBC -
FY l99lí

t l5.l

396.0

(30.0)

(188.9)

60.0

0.0

(e4.0)

15.0

(r48.0)

69.s

267.6

4623.

847.5 9t7.0

6-756.6

499.3
Adjusted for comparability with the JLBC Staff
recommendation
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a

a

a

The Deparbnent of Economic Security's Comprehensive

and Medical Dental Program: Transfer program to the

Arizona Health Care Cost Containment System.
Arizona State University and the University of Arizona
Colleges of Law: Increase resident tuition by $1,000 and

non-resident tuition by $2,000 per academic year.

The Deparfrnent of Administation's Facilities
Management program: Appropriate Sl.l million to
design a new office building on the Capitol Mall, allow
building renewal monies to be used for infrastructure
repair and replacement shift tenant improvement staff
from General Fund to Capiøl Outlay Stabilization Fund
and charge agencies for tenant improvement labor costs.

The Departnent of Corrections' lnmate Programs
subprogram: Appropriate an additional $2.6 million to
expand rilork lncentive Pay Plan for inmates and

$667,100 to expand the literacy program.
The Arizona State Schools for the Deaf and the Blind
Cooperative Programs: Appropriate an additional
5403,600 over two yea¡s to expand the cooperatives
statewide.

a

Asencv/Deoartment

Administration

Commerce

Corporation Comrirission

Corrections

AZ Schools for the Deaf
and the Blind

Economic Security

Game and Fish

Health Services

Judicial System

Public Safety

Revenue

Transportation r

Arizona State University

University of Arizona

JLBC Staff Proeram Authorization Review Recommendation

JLBC Stsff
Prosr¡m/Suborosr¡m Recommendation

Facilities Management (l program,4 subprograms) ModiS

International Trade and Investment (l subprogram) Retain

Corporations (l program) Modi$

Inmate Programs (l subprogram) Modifr

Cooperative Programs (l subprogram) Modiû

OSPB
Recommend¡tion

ModiS

ModiS

Modifr

Modi!

ModiS

Comprehensive Medical and Dental Program (l
program)

Sportfish Management ( I subprogram)

Arizona State Hospital (l program, 7 subprograms)

Juvenile Community Conections (l program, 5

subprograms)

Anti-Gang Enforcement (l subprogram)

Compliance (l program, 4 subprograms)

Highway Maintenance (l program)

College of Law ( I subprogram)

College of Law (l subprogram)

Modifr

Retain

Retain

Modiff

ModiS

Retain

Retain

ModiS

Modif

Retain

Retain

Modiff

Modif,

Modiff

Retain

Modiry

Retain

Retain
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GEIIERAT FUIID AGEI{CIES

FY t998 f13C STAFF RECOüt'tEilDATtoil
COì,IPARISOI{ wlTII EXECUTIVE RECOI,II'IEilDATIOI{ A}ID FY 1997 APPROPRIATIOIIS

TOTAL

ALLOTTIER

DEPT OF JUVENILE CORRECTIONS

COMMI,]NITYCOLT"EGES

JUDICIARY

DEPT OF }TEALTH SERVICES

DEPT OF ECONOMIC SECI'RITY

DEPT OF CORXECTIONS

AHCCCS

UNTVERSITIES

K-12

AGENEY

4,841,419,500

4383æ.700

469t8-200

111.080.000

ll6J94-800

216-24¡r-ßO

394.9r0.100

431236.600

479.038.300

634.653.,rc0

L9'n.66'7.M

FY 1997
Esdn¡tc

4,9,+0,r59,800

384-4m_500

5r-r45-500

ll5-¡t8!r-fi)O

l16-294-800

215.030.900

368-919.900

456.180.200

506_552200

662-9889ü)

2-063-067_9ü)

FY l99t
E¡ecutlvc

Reconrmend¡flon

4960926,700

395.438.500

st.292.200

115.467.m0

u9.76r.900

215-456.3q)

379i57-tú

455366-,f00

5t3-492-400

652-751_800

2-O62-t4t-tOO

trY l99E
JLBC$¡lf

Rccomdrüm

20.766900

10.948.000

t46.-700

122-m0)

3-467-tÛo

1;25-ßO

10.837.200

G13.800)

6.94Æ.200

û0,æ7.ræ)

o24.800)

SDlflerc
JLBC-

E¡ecdvc

tt9,5o7200

Á2935-200\

4-374-0lJ/J.

43rt-fno

3-ß7-tOO

í9r-roo'r

û5.153.m0)

24.t29.800

34.454.100

18.098.,100

89.476',.100

tDllfcræ
JLBC-
wlwl

$100

$80

$60

$40

$21)

$l)

(s20)

(s4o)

($60)

(sEo)

(sloo)

JLBC STAIT' RECOMMEI\DATION
DOLI,,¡\R CEANGE FROM F"T 1997

$inIlÆlliom

K-12 A¡rC DOC ITNIV DEQ GITA IIES SCrrQtp oTTIER

3¿

(lÐ

o0)

21füåå
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Ff t997 SUPPtEl,l EilTAUS

GENERAL FUND
Operating Budget- Annual Budgeb
Arlzona lþpartment ol Admlnlstraüon

Federal Gwl Payback of Personnel Fund Costs

AHCCCS
State Share of Dispropottionate Share Costs

IÞpaÉment of Economlc Securlt¡l
Summer Youür Program Fund

ChiË Carc Blod( Grent Sh¡frrE¡<{pproprù¡tion

Tenrp. Assist for Needy Families Block Grarú ShiÃ,

E¡<-Approgi¡¡t¡m

TOTAL. DES
IÞpartment of Educaüon

Net Formula Change (Mosüy Curer¡t Year FundingfDlsüicil Chadets)

Judlclary
Couttof Apryals- Division 1

Elected Oñichl Salary Adjusùnents
Court of Appeals- DivÍsion 2

Elec{ed O'ffcial Salary Adjustnents
SupriorCoutt

Elected O'trrcial Salary Aqusünenùs
SurymeCoutt

Elected Ofliclal Sahry Adjustnenb
State Grand Jury Eryerrses

Total - Suprcmø Court
TOTAL - Judidary

IÞpartment of Juvenlle Conectlons
Oær¿tinS E¡çenses of Add¡itional Beds

OperatÍng Budgeb - Blennlal Budgefs
Corporatlon Commlsslon

Elected Ofücial Sahry Adjusünenùs

land lÞpartment
Fire Suppression Costs

Departnent of Ubrary and Archlves
State Share of $1 M¡ll¡m in Federal Grants

Uns peclfled Supplementals
Capttal Ouüay
IÞpartment of Emergency and Mllltary Affalrs

Move FY 98 Clifton Flood Costs to FY 97

Total FY 1997 General Fund Supplementals

OTHER APPROPRIATED FUNDS
Operaling
IÞpt of Economlc Securlty

Temporary Assistance for Needy Families Block Grant

ChiE Care Block Grar¡t

TOTAL. DES
Dept of Llquor L¡c'enses and Co¡rtrol

Automatim Fund
Lottery Commlsslon

Lottery Fund: Dlsüibution of Seüement Proceeds

Capital Ouüay
IÞpartment of Trans portaüon

CountyAuto License Fund: MVD Lard & Service Centers

Total FY 1997 Other Fund Supplementals

-t7 -

¡ ¡n housands

$s13.6

3,532.5

r,(m.0
(3,430.s)

fi88dl.oì
e1,m.9)

8,5s22

65.2

24.4

2Æ.1

21.3
192.1

153.¿l

489.4

1,952.9

16.8

4&.3

258.0

5æ.0

1.000.0
($r.9r 1.2)

3r66,815.0
38.374.5

æ5,189.5
49-2

1,600.0

2,800.0

s209.638.7



FT 1998 GENERALT'TINID SIIMIITARY

FY t997
ESTIMATE

25,656,600

479,038'300

lll,0r0,m0
431r36,6(x'
3949r0,r00

197\667,æO
216247,M

9,010900

94150,100

r2,833,800

rt6,294,800
ß918200

3æ,(X)0

216,693,1(x)

5,023,ó00

34354,æ0
yJ.922200

6207300
2329tO,tN
48,543,100

634,653,û0

FY 1998

EXECREC.

24368,0q)
5,06.,5s220/J

115,4t9,æ0
456,180300
36&9l9gq)

2,0ú.3,06790O

2r5,030900

9,010J00
94,450,100

116294,800

51,145,5fi)

76,M

216,693,r00

5,0æ,6ü)
34354000
eo922200
34,542,8ü)

2329tOJW
4t,543,I(x)

662.988900

FY 1998

]LBC

24,70t,7æ
5t3,4v2,M
115,,167,(X)0

455366,¿100

379J57,tOO

2,062,r43,100

2t5,4563OO

JLBCREc..
ESTIMATE

(e54800)
344541ü)
43r7,m0

24,t29,800
(r5,r53,m0)
89,476,100

crel,l00)

299,800

2,7t7,7N

JLBCRBC..
E (ECREC.v

AN¡ruAL BTjDGET UNTTS

ADMIMSTRATION, DEPARTMENT OF
AIICCCS
OOMMI.JNITY COLLEGES
CORRECTIONS, DEPARTMENT OF

ECONOMIC SECTJRTTY, DEPARTMENT OF

EDUCATION, DEPARTMENT OF
HEAI]TI{ SERVICES, DEPARTMENT OF
JI,JDICTARY

C",of o¡nppeals
Superior Court
Suprenre Court
TOTAL

JUVENILE CORRECTIONS, DEPT OF

TRA¡\¡SPORTATION, DEPARTMENT OF
I,'NTVERSMIES

Arizon¿ St¿teUnivers¡ty - Main
A¡izorn Stafe Universit¡r - East

Arizon¿ St¡¡c Universþ - Ìtrest

Northern Arizsr¿ Unive¡sity
Board ofRegents
Univeæþ ofArizona - Maia
University of Arizme - He¡lth Scierc Cenúer
TOTAL

TOTAL -A¡ÍNUAL BT'DGET f]NTTS

BIE¡TIÌIAI, BUDCET T'NITS
ADMIMSTRATIVE HEARINGS, OFFICE OF
AGRICIJLTURE DEPARTMENT OF
ARTS, OOMMSSION ON THE
AÏTORNEY GENERAL - DEPT OF I-AW
AUTO T}TEFT AUTHORITY
BA¡{KING DEPARTMENT, STATE
BO)üNGCOMMISSION
BUILDING A¡\¡D FIRE SAFETY, DEPT. oF
COMMERCE DEPARTMENTOF
CONSTITUTIONAL DEFENSE CÐI,.INCIL
CORPORATION COMMISSION
CRIMINAL ruSTICE COMMISSION ARIZONA
DEAF AI.ID TI{E BLIND, SCHOOI.S FORTHE
EMRG. &MILITARYAFFAIRS, DEPT. OF
ENVIRONMENTAL QUALITY, DEPT OF
EQUAL OppORTLJNrry, GOVERNORS OFC OF
EQUALTZATION, STATE BOARD OF
E)(ECUTIVE CLEMENCY, BOARD OF
GEOLTOGICAL SURVEY, ARTZONA
GOVERNMENT INF1ORMATION TECH. AGENCY
c'ovERNo& oFFrcEoFTItE
c¡o\¡S OFC OF MANAGEMENT & BUDCET
}IEARING IMPAIRED, @IJNCIL FOR THE
TIISTORICAL SOCIETY, ARTZONA
HISTORICAL SOCIETY, PRESCITT
INDIA}.¡ AFFAIRS, COMMISSION OF
INSIJRANCq DEPARTMENT OF
I.AND DEPARTMENT, STATE
I.AW ENFORCEMENT MERIT SYS COIJNCTL
LEGISI..AT['RE

Auditor General

House of Representatives

4429,002100 45t0,113100

9310,700

97,t67,8æ
13r83,,()0

tt9J619O0
5t292,200

76.&0

22OJ84S0ÍJ

51u,500
3438X000
91379,500
15,861,¡000

23s29O,M
49,642,M

652,75t,8æ
45e0¡6G300 16r¡63p00

926,7æ
10,51 I,100
1,526100

2332030/J
225,W

2,458,r(x)
68300

2,873,000
9,665,9ü)

0
5,209900

500,000
16,827,100
9,361300

2t,4t7,t00
237,900
803800

1,691r00
7433æ

0
4974,2N
3323,800

253,000
4,15&9oo

617,700
t75,M

4396,20O

13,098,2(x)

48,100

618"900
lrrlLl00
4338,2N

22,8ß,q)O
0

2380J0iJ
69,500

292e9æ
t3,080300

750,æ0
5,609,000

500,000
r8j79,2æ
1t,715,800
26,7tI,æ0

243,W0
795,9@

1,s25300
7U,500

0
5,u8,700
3359,100

262,000
4223,W

63t,700
l&¿,(X)0

4302,800
13228300

49,1fi)

585,7(X)

10,5526q)
3,537,6N

23,083r00
0

2397,8N
68,800

2.9e2gO0
11,679,6q)

750,æ0
s,642,6@

5æ,000
t8,066,800
11,785,,100

32,2t9,500
243,m0
804,¡!00

1,649,t00
765300

zr00,m0
5,llr,7q)
3359,1fl)

2s2,tN
+223,æO

66.5,M
l82B0O

43r8,7ü)
ß,7n,M

51,000

(33roo)
(653,500)
(800,600)

26930o
0

17,r00

o00)
63,000

(r,400,600)
0

33,6q)
0

(312,400)
69,ffi

5,507900
0

t,J00
124,5@

20,800

zl00,m0
0
0

(e900)
0

33Jæ
900

r59(x¡
5ß,7N

r900

3,4,67JW

4374,W
(223,ffi)

0

4,09r,Jæ
387900
2&000

457300
9,654,1(x'
2380,300
1,099J00

18,098.,100

(34l,mo)
46,500

2,0ll,500
(237,100)
(225,000)
(6030o)

500
rl990o

2,Ot3Jú
750,æ0
432,700

0
t,239,7N
2,417,|N

f0,802,¿100

5,100

500
(41,,100)

22,0N
7,100,000

f¡ß,500
35¡00

(e00)
64,100
4UOO
7,500

(n,s00)
678,800

2N

299,800

2,717,7N

4,/i9,600

3,46,7,100

rßJ00
0
0

4,09r,5(x)

3Cr9oo
28,000

4s7300
(18,68r,4o0)

2380300
1,099300

ll0.237.100)

333,700

694n.2oo
(22,ooo)

(8r3,8æ)
r0,837300

(924,800)

425,ffi

r0,r52,600

9,5,t0,500

&152,,()0
9,634100

&152,.r0o
9,892,000
8274,5æ

351,500
l22]N

2579æ
t22,t00

-l8-



FT 1998 GENERALFTINI' SI'MIì{ARY

Joint Legislarivc BrdgÉ Cqmittêc
lægislative Corncil
Libr¿¡y, A¡chives & Public Recqds
Senar€

TOTAL
LIQUOR LICENSES AI{D CONTROI- DEPT.

MEDICAL STUDENT TOAI.¡S BOARD
MINEINSPECTOR
MINES & MINERAL RESOI,JRCES, DEPT.OF
NAVIGABI,¡ STREAT{ ADJI.JDICATION COMM.
OSHAREVIEWBOARD
PARIGBOARD
PERSONNELBOARD
PIONEERS'HOME
POSTSECONDARY EDUCATION, COMM. F1OR

PTJBUC SAFETY, DEPARTMENT OF
RACING, DEPARTMENTOF
RADIATION REGI,JLATORY AGENCY
RANGERS'PENSIONS
REALESTATE DEPARTMENT
REVENUB DEPARTMENTOF
SCHOOL CAPITAL FACILITIES, ST. BD. FOR
SECRETARY OF STAÏE
TÆ( APPEAIJ, BOARD OF

TOLJRlSlvl, OFFICE OF
TREASTJRER, STATE
UNIFORM STATE I.AWS, COMMISSION ON
VETERANS' SERVICE OOMM¡SSION
WATER RESOTJRCES, DEPARTMENT OF
WEIG}TTS AI.¡D MEASTJRES, DEPT. OF

TOTAL - BIENNIAL BTJDGEf, I'NITS

OPERATING BT'DGET TOTAL

l/ Does not include Supplerrentals

ovt3t97

Fr 1997

ESTIMATE II

1t372OO
3,517,500
5388,,f00
6-070300

Fr 1998

Ð(ECREC.
FT l99t

JLBCRDC.

JI.BCRDC..

ESTIMATE

JLBCREC..
Ð(ECREC.

2,1tt ¡too

3,5T3JoO
5J25,æ0
6-f¡il-800

trll8,,l0O
3904J00
6,073,500
6.f¿H.800

(l8,r0o)
316,100
685,100
74,5N

0
330,600
54t 500

o

348063ü)
2,530,0(X)

236,600
9t7200
706,500
ll7,'lQ0

9,000
6,121,6ü)

310,600
r9æ300
r334,m0

55,521,,!00

L57930o
t,526,7æ

10,500
2,849,800

51,591900
70,0(X),(X)0

4138900
269,700

75c'200
39r0,r0o

292OO

\6,100
19Js6300
1,604,8ü)

35,f48,,100
2,564,5(x)

284,300
964,6ü)
722,@0

..1563(x)
9,m0

8rr5300
309J00

3,510900
0

5&259900
\ffi3300
I,170,9m

10,t00
2p03300

52,7t9,&0
0

2,7709oo
288,(x)O

t 843,600
4,185,m0

30,100

t944,ffi
14,860,æ0
t.5ct 500

36,û7,500
2,680900

28620fJ
97t,200
72320lJ
l39"l0O

9,m0
73v2,û0

3uJ00
4r97,m0

0
6094390o
\s89,&0
I,166,8(x)

10,800
2,89230iù

52327,8æ
0

2J3s,6æ
286,,1ü)

7,,183,800

42oo9æ
30,600

1993,r00
t490620rJ

l-596_600

1,601,200
r50,900

49,600
54,mO
16,700

.22,N
0

r17r,0o0
7û

223,7æ
(1334,000)
s,42\5oo

r0,100
(35e900)

300
4\so0

æ59(x)
o0,000,m0)
(1,4o3300)

L6J0i)
(203,400)
290,8fl)

1"100

(462000)
(4,r50,r00)

l8_2001

lrs9,l0o
I 16,,100

r900
6,6{X)

6(x)
(16900)

0
(192,700)

1,800

(1383900)
0

x684,m0
(13,900)
(4,too)

0
(n,000)

(461,600)

0
(35¡oo)

(1,600)
(135e,800)

15900
J00

48,500
462æ
9,100

,112117,100

4.t41.4195(n

360,tx6'100

4940,159,t00

370,660,{00 (4rJ547m)

¡J60926-700 lt95{nr00

r0161+300

20J66qn

-19-



F"T 1998 OTEDR APPROPRHTDD FTINDS STIMMARY

FY t997
ESTIMATE

FY 1998

E)(ECREC.

1r5,793,6fl)

143,800

26:ns,M
293,871900
4,50220lJ
18,778,700

0

1,,168,,()0

l'¡168'¿100

2J39,roo
220,Otz,t@

74.922,sOO

\794300
5,745,000

2t062,æ0
236r,2æ

62352,8OO

5,552,500

181.790.900

90r'476,800

rY l99t
JLBC

r15336900
l,ß,m0

26:ns,M
293378,0N
3&040,m0
t7,744,6N

4242,600

6.660.500

r0903,r00

\572,oæ
2t8,257,too

JLBC REC..

ESTIMATD

(1r,879,000)

(lJoo)
7906,t00

279,Cr4,900
615,000

(1,014600)

'6,100

11.657.800)

JT.BC RF!. -
Þ(ECREC.v

ÄN¡ruAL BT'DGET T'NIIS
ADMIMSTRATION, DEPARTMENT OF

COMMTJNITY COLLEGES

OORRECTTONS, DEPARTMENT OF
ECONOMIC SECURITY, DEPARTMENT OF
EDUCATON, DEPARTMENT OF
}IEALTH SERVICES, DEPARTMENT OF

JUDICI,ARY

Superior Court
Supreme C.ourt

TOTAL
JI.'VENNE CORRECTIONS, DEPT OF

TRANSÞORTATION, DEPARTMENT OF

TJNTVERSITIES

Arizoo¡ St¡æ LJnivesity - Main
Arizon¿ Stale Uoiversþ- EoS

A¡izon¿ $afe University - WeC

Norrhern A¡izon¿ Universþ
Board ofRegents

University of Arizor¡¿ - Main
University of Arizor¡a - Health Sciences Center

TOTAL
TOTAL. AN¡ruAI, BT'DGET UNITS

AIE I{¡TIAL BT'DGET TJNTTS

ACCOI.JNTA¡\¡CY, BOARD OF
ADMIMSTRATTVE HEARINGS, OFFICE OF
AGRICULTURE DEPARTMENTOF
APPRAISAI+ BOARD OF
AÏ-TORNEY GENERAL. DEPT OFIf,\W
AI TO THEFT AUTIIORITY
BARBERS, BOARDOF
BEÍIAVIOR]A,L T{EALTH Ð(AMINERS, BD OF
CHIROPRACTIC Ð(AMINERS, BOARD OF

COLISEI.JM AI.¡D Ð(POSITION CENTER
COMMERCE DEPARTMENTOF
CONTRACTORS, REGISTRAR OF
CþRFORATTON COMMISSION
COSMETOIJOGY, BOARD oF
CRIMINAL ruSTICE COMMISSION' ARTZONA
DEAF A¡TD TIIE BLIND, SCHOOI,S FOR T}IE
DENTAL Ð(AMINERS, BOARD OF
DRUG &, GAI{G PREVENNON RESOI,JRCE CTR
EMRG. & MILXTARY AFFAIRS, DEPT. OF
ENVIRONMENTAL QUALITY, DEFT OF
RJNERAL DTRECTORS & EMBALMERS, BD
GAME AI.JD FISH DEPARTMENT
GAMINC, DEPARTMENT OF
COVERNMENT INFORMATION TECH. AGCY
GO\¡S OFC OF MANAGEMENT & BIJDGET
HEARING IMPAIRED, COI,JNCIL FOR TTTE

HOMEOPATI{IC Ð(AMINERS, BOARD OF
INDUSTRIALOOMMISSION

T^AI.ID DEPARTMENT, STATE
IJOTTERY, ARIZONA

r272ß,n0
145J00

18,868,600

r3,703,t00
37A25,@O

t8,759,200

4236,sñ
8,318,300

12,554,800

2,038,600

2t9,3.3,5O0

78,C,|¡900

L7,9430O
s,745,000

28,06.2,600

0

6t2t7,t00
5,563,500

182,256,ß0

632¿0O,,f00

(456Joo>

200
0

(4e3900)

Q,ß22û'
(1,034,100)

t,053,6m
4t920O

2,65t,ffi
25tJOO

2sA32,W
807,6ü)

r56,200

357,700

245,7æ

t2,793,300

3,47r,900
4,7t7,t00
9,928900

691,¡100

t,897,000
5,864,6fi)

596,100

230,m0
62t,700

18,r52600

180,300

17,908300

3,901,200

0

5(X),000

4,t3t,100
332æ

12,833,800

t98,500
4r,2s5300

r22s,soo
726,ffi

L22t2N
2789OO

34,586,100

r,u4"2fi)
153,8fi)

391,200

248,900

r2,019J00
332o500
5,110,000

9,763,tOO

8r&8(X)

xut,r(x)
5,730,800

623,9(x)

0
847J0O

t3,s62,700

r8r.2oo
t9,857,700

4J12,500
16,428,500

5(X),m0

4r39,800
43,500

r3,78,600
898,6{X)

4,72520iJ

g22t72OO

\43320O
5,&¿9,m0

2&075,800
2,44t,600

61,1r6,200

5,632100

187,750,100

r2t9,7OO

715,800

2209,8OO

299,8(x)

27942,M
I,170,,000

155100

388200
25t,ß0

12,019300

2,328,700

5,67620/J
9,861300

K2t30iJ
r.920,6æ
s174,M

619,800

203,m0
unoo

13,46.290iJ

182,,100

r933s,500
4226200
7.523,0M

500,m0

4155,m0
41,t00

13,78e900

898,500

4408/,,M)

166,100

296,6N
(44r,600)

.lt,l00
X510,¡100

362,800

(1,000)

30,500

s,700
(n4,ooo)

(1,1433fÐ)
889,r00
(67,æo)
r30¡00
23,ffi

(e0r00)
23Joo

(22000)
226,O00

(4,694JW)

xloo
t,42720o

325,O00

7,523,W
0

239æ
79æ

956,r00

0

æ9,r00

9,434,700

232,200
(r,755,(X)0)

0

72e4Jú
(361,100)

84,000

13"200

80,¡m0

(l136600)
u,û0

s959ro0

(5,r00)
(l0,8oo)
(rr,4o0)
20,9ü)

(6643,700)

56200
l,¡100

(3,000)

L50O
0

(ee1900)
566.20iJ

vt,500
2900

(lerr00)
43,600

(4,100)

203,000

0
(ee,æo¡

(r,800)
(s2220o'
(t6300)

(8,905,50o)

0

ts2æ
(2,400)

11300
(100)

(2,640,t00)

4242,ffi
5,192,100

(1,651,7(X))

533"1(X)

(976,ß0)
0

3343300
(36r,10o)

84,000

ßr00
2,4/t,600
(r00900)

73,ffi
5,493,700

91090r¡00 27q7mt00 9,4¿4400

-20 -



NT 1998 OTMRAPPROPRIATTD T'IINDS ST]MMARY

Fv 1997

ESTIMATE

FY t998
EXEC REC-

FY l99r
JLBC REC.

JLBC REC..

ESTIMATE

JLBC R.EC..

Ð(ECREC.ll

MEDICAL EXAMINERS, BOARD OF

MEDICAL STI,JDENT ¡JOANS BOARI)
NATI.JROPATHIC PHYSICTANS BOARD

NTJRSING, BOARD OF

NI.JRSING CARE INSTITUTIONAL ADMIN. BD.

OCCT,JPATIONAL THERAPY Ð4M., BD OF

OPTICTANS, BOARD OF DISPENSING

OPTOMETRY, BOARDOF
OSTEOPATI{IC Ð<AMINERS, BOARD OF

PARKS BOARD

PHARMACY, BOARD OF

PHYSICAL TÌIERAPY Ð(AMINERS, BOARD

PIONEERS'HOME AR¡ZONA

PODI.ATRY Ð(AMINERS, BOARD OF

POSTSECONDARY EDUCATION, COMM. FOR

PRIVATE POSTSECONDARY EDUCATION

PSYCHOI,OGIST ÐGMINERS, BOARD OF

PI.JBUC SAFETY, DEPARTMENT OF

RACING, DEPARTMENT OF

RADIATION RSGULATORY AGENCY

RESIDENTIAL UTILITY CONSTJMER OFFICE

RESPIRATORY CARE Ð(AMINERS BOARD

RETIREMENT SYSTEM

REVENI'q DEPARTMENT OF

SCHOOL CAPITAL FACILITIES, ST. BD. F1OR

STRUCTI,JRAL PEST CONTROL COMM

TECHMCAL REGISTRATTON, BOARD OF

VETERANS' SERVICE COMMISSION
VETERINARY MED Ð(AMINING BOARD

WEIGI{TS AI.JD MEASURES, DEPî. OF

TOTAL - BIEI\¡TIAL BT'DGET ITNITS

OPERATING BTJDGET TOTAL

Unallocatcd Salary Adjtlúneût
Un¿llocated CMR

GR.ANDTOTAL

l/ Does not include Supplementals

ovt3D7

291"t35,100

q¿4,trt5,500

281,000

39.600

r,1t1495,400

924J56.r00 t.t&5.495.400

3,262,t00
58300
72,000

t,547,000
91900
92300
672æ

109900

3,1{¡,600

3,624Jo0
729340
93,æ0

1916,600
58,200

2,929,tOO

160300
255JOO

51,809,¿100

293,û0
107,600

r,021,500
l6sJ00

8,8,t0300

1,,f01,600

30,000,000

r377,100
875,700

7,929,700

217,100

331-,100

3,010,¿lO0

l9,,lO0

79,700
1,550,,t00

l2l,(X)o
1(r,600
7\W

ux600
361(x¡O

3,639,700

739,7û
129,800

581,700

68,500

0

163,000

263,6@

50,118,,100

297,ß0
108,700

930,(x)0

182,r00

8,64s200

1366,,100

600,000

1368,0q)
786,300

I,185,100

236,200
u9,Q0

2t4,0rq60o

3,1æ,l(X)

19,,100

Tr,too
1,543,800

r(X900
105,m0
69,8(x)

lll,tq)
390,800

3,611,m0

7ll,l00
118,900

1,984,300

68,300

0

t62JOO

266,600
48255,500

295,7û
r08,700

9299oo
tæ,100

9,On,8N
r371,7$

30,000,0(x)

r36r,mo
785900

8,192,600

233,000

4r3.800

(13e,000)

(31900)
5,100

(3300)
13,æ0

t\7N
\ffi
1900

5or00
(r3,700)
(l8ro0)
25,9{n

67,700

l0,lü)
Q92e,roo)

2,M
l09(x)

(3,5539o0)

23OO

1,100

(e1,600)

16,,000

ret 500

(2e900)
0

(r6,100)
(8e,800)

262900
15900
8it_¿{x)

112,700

0

(1eoo¡
(6,600)

(l6,lo0)
(r,600)

(3,100)

(r00)
28,800

(28,700)

(28,600)

(10,e00)

\4iJ.2,6û
(2oo)

0

(300)

3,000

(1,862900)

(r,70o)
0

(100)

0

3&¿,6fl)

5¡00
29,¡100.(X)0

o,000)
(400)

7,500

(3r00)
f:t5-600)

0

0

0

o 0

294¿50,600

uos'rslt00

0

l:0315t.t00

2,415!500

2r1Jr6300

(281,000)

f:t9-6{x))

2m-791700

1q82,m0

f9ó56',11¡0

r9,656400

-2r -



NT 1999 GENERAL FTINII SI]MIIÍARY

FY 1998

JLBC REC.

FY 1999

Ð(ECREC.
FY 1999

JLBC REC.

JLBCRDC.-

Fr 1998

JLBCREC..
Ð(ECREC.

BIEN¡ÍHL BTJDGET I]NITS
ADMIMSTRATTVE HEARINGS, OFFICE OF

AG RICI,JLTTJRB DEPARTME¡\¡T OF
ARTS, OOMMISSION ON TTIE

ATTORNEY GENERAL. DEPT OF I.AW
AUTO TTIE¡;Î AUTHORITY
BA¡\¡KING DEPARTMENT, STATE
BO)ûNGCOMMISSION
BUILDING AITD FIRE SAFETY, DEPT. OF
COMMERCq DEPARTMENTOF
CONSTITUTIONAL DEFENSE COT..INCIL

CORPOR.{TION COMMISSION
CRIMINAL ruSTICE COMMISSION, ARIZONA
DEAF AI\¡D TIIE BLIND, SCHOOLS F1OR TTIE
EMRC. & MILITARYAFFAIRS, DEPT, OF
ENVTRONMENTAL QUALITY, DEPT OF

EQUAL OPPORTT.'NITY, GOVERNORS OFC OF
EQUALIZATTON STATE BOARD OF
EXECUTTVE CLEMENCY, BOARD OF
GEOI.OGICAL SI.JRVEY, ARTZONA
C'OVERNMENT INFORMAION TECH. AGENCY
GOVERNOR, OFFICE OF TIÍE
GO\¡S OFC OF MAI.¡AGEMENT & BI,JDGET

HEARING IMPAIRED, COTJNCIL FOR THE
HISTORICAL SOCIETY, ARTZONA
HISTOR¡CAL SOCIETY, PRESCOTT
INDIAN AFFAIRS, OOMMISSION OF
INSI.JRANCq DEPARTMENT OF
lAl.ID DEPARTMENT, STATE
I^AW ENFORCEMENT MERIT SYS COI.JNCIL

LEGISI,.ATI,JRE

At¡ditú C¡Ênera¡

House of Representatives

Joint bgislative Budga Conúnit¡re

Lægislative Council

Library, Arc*rives & Public Records

Senafe

TOTAL
LIQUOR L¡CENSES At¡D OONTROI. DEPT.

MEDICAL STUDENT IrOAl.Is BOARD
MINEINSPECTOR

MINES & MINERAL RESOI,JRCES, DEPT.OF
NAVIGABII STREAI' ADJUDICATION @Mì[.
OSTIAREVIEW BOARÐ
PARKSBOARD

PERSONNELBOARD
PIONEERS'HOME

POSTSECONDARY EDUCATION, COMM. FOR
PIJBLIC SAFETY, DEPARTMENT OF
RACING, DEPARTMENT OF
RADIATION REGI,JI.I\TORY AGENCY
RAI.IGERS'PENSTONS

REALESTATE DEPARTMENT
REVENI'q DEPARTMENTOF
SCHOOL CAPITALFACILITIES, ST. BD. ¡OR

585,700

t0,557,6{X)

3,537,ffi
23,083r00

0

2397,8@

6&8fi)
2992gûo

tt,679,@0
750,(X)0

5,6/.2,600

500,000

t8,066,800
11,7t5,,100

322t9,5æ
243,W
804,,100

1,649,800

765300
7,1æ,(x)o

5,1 18,700

3359,100

252,tOO

4,223,OOO

665,,000

ræp00
4¡l&700

ß:rn,000
tl,mo

620,6{X)

rr'203,m0
5,1272W

4C27,ffi
0

2383,500

699OO

\939,&O
l09e¿,8ü)

75l),(x)0

5,599,qO

500,m0

t8,v273O0

&604,500
26,Syt,tN

2439W
796300

1J57,500

760j0o
0

5,145,200

3367,7W
253,500

422t,tOO
632,800

r&¡,m0
4310,¿100

r3,219300
482æ

5S7,500

10,5&3,,()0

3,5272oa
23,t7qffi

0

2,40930o
69,r00

2981,m0
1t,694,8q)

750,m0

5'613200

5æ,000

r8,573,6{X)

&694600
31,573,m0

2439æ
804900

r,582,50O

764,n0
0

5,145,200

3,367,700

243,600
422t,tO0

ffi,7W
1839ü)

4333,5ü)
t3,7O2JW

50,m0

l,&x)
25,800

(lo,4o0)
9L6m

0

u,500
3(x)

(r1900)
r5:00

0
(29,4OO)

0

5(r,r00
(3,0e0,800)

(646J00)
9m
500

(6æoo)
(4o0)

o,l00,oo0)
26,500

&600
(8,s00)

(l9oo)
lJo0
I,mo

r4,8(X)

Q4300)
(1,000)

(33,100)

(61e,600)

(1,600,000)

347,ffi
0

25,8(x)

(800)

41,6fl)
7t2,W

0

13,800

0

(3s3,700)

90,r00
4yrs2oo

0

8,600

125,000

4,ffi
0

0

0

(e9oo)
0

33p00
9(x)

23,100
¡t&ì,¡100

1,8fi)

9,892,m0
8,274,5N
2,1tt,,l00
3904300
6,07t,500

6.1¡14.800

9,643,500

I,152,¿¡00

2,1 19,800

3,576,500

5,527,tæ
6.1,14.8fl)

r0,024500
8,274,5æ

2,119,800

3,805,600

6,125,5ü)

6,1,14,800

132,500

0

l"!00
(e8,700)

52,WO

0

c72OO

381,m0

t2\tN
0

229,tN
598,469

0
36,q7,500

2,680,9q)

2862O0
97r2æ
72320iJ

139,¡100

9,m0
73y2,600

3u300
2,t97,0@

0

60943,9(X)

2,589,ßO
I,166,E00

10,t00

2,t9\3@
s\327,8æ

0

35,r64,tü)
2,565,800

292JO0
955,,1O0

7¡10,t00

156,700

9,m0
&261,6ü)

311,800

3,585,600

0

62,648,m0

2,554100
r,r60,200

I 1,100

2,gI8J0i0
52,522,rOO

0

36,494JN
2,6812OO

295,800

943,1fi)
74JN
l,lO,l00

9,m0
7Atg,tÛo

310,7q)

22Ot9oo
0

6737t,ß0
2,54\W
t,160,8(x¡

ll,l00
2,Cn3û

5\û5,600
0

9,6(x)

(2&100)

t7,5N
700

0
26,500

(600)

4,900

0

6,427,5æ
(47,ß0)
(6,00o)

300

(14,600)

T',8N
0

r330,600
115,,()0

3,100

(r¿300)
ó00

(16,600)

0
(842,500)

(1,100)
(1383,700)

0

4,TB,M
(l¿100)

6(x)

0

o,000)
(116,500)

0

300
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tr"Y 1999 GENERAL FTINID SI'MMARY

SECRETARY OF.STATE

TÆ(APPEAI-S, BOARD OF

TOI,ruSÙf, OFFICE OF

TREASURER, STATE

I.JMTONU STATE T.AWS, OOMMISSION ON

VETERAI.¡S' SERVICE COMMISSION

WATER RESOIJRCES, DEPARTMENT OF

WEIGI{TS AI.¡D MEASIJRES, DEPT. OF

TOTAL - BIE,NNIAL BTJDGET UNTTS

0Ut3l97

1,,{61.100

(l6,eo0)
(6300)

r50,100

I,m0
(1,001300)

4531,5æ
(47.7001

(lol9oo)
Q,700)

Q,sx2,s@)
(1s900)

500

28900
(4l49oo)

140.900)

FY 1998

JLBC REC.

FY 1999

EXEC REC.

FY 1999

JLBC REC.

JLBC REC..
FY 1998

-r-29r3n

JLBC REC..
E)(ECREC.

4S3,600

2,t35,6@
286,ß0

2,183,800
42oo9O0

30,6m
r993,100

1490620o
r-596-600

429t,600
2n2ú

10,æ0,m0
43669ú

31,100

962900
19,t52,600

l-58!¡-800

4,t96,700

269,500
7,4Tt,500

435r,mo
31,600

99r,800

t9A37,70O

l-548-9fl)
37lJ5r-700370,ú60,400 36696t10O

:@
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T"T 1999 OTHER APPROPRHITI' FTINDS SI]MMARY

FY 1998

JLBCREC.
FY t999

Þ(ECREC.
JLBCRDC..

FY 1998

JLBCRDC..
Ð(ECREC.

FY 1999
JI-BC

BIEN¡TIAL BTJDGET TJNITS

ACCOTJNTA¡¡CY, BOARD OF

ADMIMSTR.ATTVE HEARINGS, OFFICE OF

AGRICI.JLTURE DEPARTMENT OF
APPRAISAI. BOARD OF

ATTORNEY GENERAL - DEPT OF I..AW

AUTO THEFT AUTTIORITY
BARBERS,BOARDOF
BEHAVIORAL HEALTH E)(AT{INERS, BD OF
CHIROPRACTIC Ð(AMINERS, BOARD OF

COLISEI,JM AT{D Ð(FOSITION CENTER
COMMERCE DEPARTMENTOF
CONTRACTORS, REGISTRAR OF

CORFOR.ATION COMMISSION
COSMETOTOGY, BOARD OF

CRIMINAL ruSTICE COMMTSSION, ARIZONA
DEAF A}ID TITE BLIND, SCHOOI.S FOR TIIE
DENTAL ÐGMINERS, BOARD OF
DRUG & GAT{G PREVENTION RESOI,JRCE CTR.
EMRG. & MILXTARY AFFA¡RS, DEPT. OF
ENVIRONMENTAL QUALIY, DEPT OF
RJNERAL DIRECTORS & EMBALMERS, BD
GAÀ,IE AI.¡D FISH DEPARTMENT
GAMING,DEPARTMENTOF
GOVERNMENT INFORMATION TECH. AGENCY
C,OVS OFCOF MANAGEMENT& BUDGET
HEARING IMPAIRED, COIINCIL F1OR TT{E

HOMEOPATI{IC EXAMINERS, BOARD OF
INDUSTRIALCOMMISSION

I.á¡{D DEPARTMENT, STATE
IOTTERY.ARIZONA
MEDICAL E)(AMINERS, BOARD OF
MEDICAL STTJDENT IJOAI.¡S BOARD
NATÎJROPATTTIC PHYSICIANS BOARD
NTJRSING, BOARDOF
NI,JRSING CARE INSTITUTIONAL ADMIN. BD.
OCCI.JPATIONAL THERÁPY Ð(AT'., BD OF
OPTICIAI.¡S, BOARD OF DISPENSING
OPTOMETRY, BOARD OF

OSTEOPATHIC DGMINERS, BOARD OF

PARKS BOARD

PHARMACY, BOARDOF
PHYSICAL TIIERAPY Ð(AMINERS, BOARD
PIONEERS' HO[,fq ARIZONA
PODIATRY Ð(AMINERS, BOARD OF
FOSTSECONDARY EDUCATTON, OOMM. FI)R
PRTVATE POSTSECONDARY EDUCATION
PSYCHOI.]OGIST ÐüMINERÍ¡, BOARD OF
PI'BUC SAFETY, DEPARTMENT OF
RACING, DEPARTMENTOF
RADIATION REGIJI.ÀTORY AGENCY
RESIDENTIAL T,'TILITY CONSI,.IMER OFFICE

RESPIR.ATORY CARE EXAMINERS BOARD
RETIREMENT SYSTEM
REVENIJE DEPARTMENTOF

t,2t9,7@
715,800

2209,8N
299,8fi)

27942,û0
I,170,,100

l55ro0
3882n
251,,100

r2,019300

2328,700

5,676,200

9,861,300

82r,700
r920,600
5,774,û0

6l9,t(x)
203,m0
wI,7@

t3,46'29æ
l&l,,l00

r9335,50O

4,226200
7,523,0æ

500,000

4,155,000

4l,lü)
13,789900

898,500

4,o84,&0
3,123,100

19,,Í00

TI.IN
1,543,800

104,9q)

105,m0

69,800

I I 1,800

390,8(X)

3,61t,000

7l 1,100

118,900

rB8430o
68300

0

t62,700

266,6A0

48,255,5(x,

295,7@
108,7ü)

929,9N
182,100

9,027,8N
l¡71,7(X)

t,227,0N
729,NO

2228,&O
2782æ

34,@39o0

I,u4tfi)
154,¡100

315,m0
249,t@

t2266,5O0

3J14,400

5,036,800

9,751300

806,500

2,087,100

5,æ0,800

634,&O

0

{r,7æ
13155100

180,500

r9,74220iJ

+492,tO0
165(X,600

500,m0
4,r39300

43,5(X)

13,094,000

898,800

45,064,æ0

3,033,,000

20,6æ

66,400

1,551,100

120,000

104,400

68,100

t 12,800

354900

3374,200

742,500

129,æ0
5r1,700
66,8(xr

0

163,7N
25930/J

50,674,000

296,800

l0t,r00
906'900

l75Jü)
7,755,300

1367,ffi

r22r20lJ
718,000

22t4,tN
3æ,7(X)

28,028¡00
t,t70,M

155900
382¡00
25t,6ü)

t2,26,500
\326,600
5,058"200

10,0u,700
803,500

1,896,500

5,745,7W

626,800

203,0(x)

$,700
13,352,6ü)

180,000

f9,f95,¿l0O

43s3,@O

2,093.700

500,(X)0

4,154,500

41,300

13,091,600

898,5ü)
,10,075,5(X)

3,106,600

20,ffi
6,M

1,5,14,500

r03100
102900

66,800

l12,l00
3762OO

3272,ffi
7ßJN
116800

19,14,80o

67,ffi
0

163,500

2Cr,ûO
¡14,001300

295,m0
l0&800
902000
t753æ

8,416,800

t372,t00

1,500

\200
4J00

9(X)

r5900
0

700
(62ß0)

2æ
2472OO

(2,100)

(6r8,000)

lsq4¡6
(18,200)
(2410o)
(28,700)

7,W
0

(800,000)
(u0300)

(1loo¡
(1,10,100)

t27,M
(s,42e300)

0

(500)

200
(6e&300)

0

(2,001800)
(r6,5oo)

rr00
(10,700)

7æ
(1,700)

(2,100)

(3,000)

3(x,

(r4,600)
(338,600)

(4,400)

(4100)
(3e,500)

o00)
0

800

tû)
(42s42o0)

(7oo)

100

Q29æ)
(6,800)

(6U,000)
1,100

(5,800)

(l 1,000)

(l43oo)
x2,500

(6,575,600)

562W
1,500

(3,000)

\s00
0

(e87,800)

21,.0fl)

2ffi,M
(3,000)

(l$,600)
14900

C',600)
203,m0

0

(101600)
(500)

(5¡16,800)

(13&5oo)

(14410900)
0

r5200
(¿2æ>
g,4oo)

(300)
(49r&500)

7320O
0

0
(6,600)

(l6,r0o)
(r,r00)
(l3oo)

o00)
2r300

(r0Lmo)
(35,80O)

(r22æ'
1363,1fl)

8m
0

(200)
qr00

(6,67U@>
(Lmo)

0

l(x¡
0

661,500

s2w
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tr"Y 1999 OTHER APPROPRIATEI' T'TTNI'S SI'MIUARY

SCHOOL CAPITAL FACIL¡TIES, ST. BD. F1OR

STRUCTURAL PEST @NTROL COMM
TECHMCAL REGISTRATION, BOARD OF

\¡ETERANS SERVICE OOMMISSION

VETERINARY MED ÐGMINING BOARD

WEICHTS AI.IDMEASI.JRES, DEPT. OF

TOTAL - BIEN¡TIAL BT'I'GEf, IJNTTS

0yt3D7

FY l99t
JLBCREC.

30,000,m0
136r,mo

7859(x)
8,192,6fi)

233,m0
4r3.800

_?2l¿!qfgg-

Fr 1999

Ð(BCRBC.
Fr 1999

JLBCREC.

JLBCREg.
FY 1998

0

2Wû
8m

35,8fi)
(3Joo)

500

(14522,200)æ

JLBCRDC..
E (ECREC,

6(xr,m0

t395,7û
787,r00

I,195,7q)
23\ûO
450-0,00

282-¿53-600

30,æ0,mo
138&700

7e63OA

t228,M
x29,7û
4r4300

279Í2&M

2!r,¡100,m0

cr,0oo)
(4m)

32Jæ
(2900)

(35.700)

f¿725.2001
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PROPOSED FY 1998

oMN|BUS RECoilCrLrAT¡ot{ BtLt (oRB) pRoytstot¡S

Arizona Department of Administration
. As session law, permit the Department to charge agencies for tenant improvements and deposit the proceeds in the Capital

Outlay Stabilization P*¿

AIICCCS
' As session la% a¡¡thorize AI{CCCS in FY 1998 to r¡se the Medicalty Needy Accormt of the Tobacco Tax Frmd to continue

the phaseout of the quick pay discormt replace reduced fderal funds, fund expanded maternity coverage, nnd fi¡nd a
newly-required HMAIDS medication.

. Set the FY 1998 couty acute care contribution at $66,689J00, the same level às FY 1997.

' Continue the annual ORB provision of adjusting the upcorningñscal year's county repayment requirements rmder the
disproportionate share hospital (DSÐ program in line with projected federal fimdiog. AIso continr¡e the provision of
extending county expenditr:re limit adjushents associated with DSH payrrents an additional year.

Department of Education
' As session law, set the FY 1998 Charter School Transportation support level at $174 per shrdeot
' As session law, allow Arizona Stude,nt Assessrnent Plan (ASAP) testing requirements to be modified as necessary in FY

1998 to remain within the appropriation.

' As session law, prohibit the double funding of Bureau of lndisn ffiai¡" @IA) Charter Schools in FY 1993.. As session laq require tansport¿tion support level pa¡,rne,nts to be based on prioryear daily route mileage rather than the
highest daily route mileage from the last 3 yers.

' As session law, eliminate Rapid Decline and the Capital Outlay Revenue Limit Gro\rth factor fon student cormt changes
attributable to a district-sponsored charter switching sponsors or ceasing ûo operate.

' As session laq require that 100% of State Block Grant for Early Childhood fur¡ding allocations be based on'tee ¡mch-'
student counts. Allow at least 50% of the children to receive services from a federally-funded or private pre-school.
Require participating pre-schools to be approved by the Departnent of Health Sen¡ices.

' As session law, suspend rrse of the group B Vocational Education weight and trander the monies to the State Block Grant
for Vocational Edrrcation. Allocate 80% of the block grant monies based on the nr¡mber of I lth and l2th grade
vocational education students and2W/o based on the successfirl placement of str¡dents.

Department of Health Servic.e¡

' As session law, authorize the use of balances in the Health Research and Health Edr¡cation Accormts of the Tobacco Tax
Frmd to be used for the consln¡ction of the Departrrent of Health Sen¡ices' Health Laboratory and the neu¡ Arizona State
Hospital for the mentally ill.

c ft¡ accordar¡ce wittr the 1996 Health Ornnibus Reconciliation Bill, continue to set the Telecorrmrmication Serr¡ices Excise
T¿x at 0.3% for Poison Control Centers and 0.8% for the Telecommunication Frmd for the Deaf for FY 1998 and FY
1999.

State Parks Board
' As session law, divert all revenues to the State Pa¡ks Enhancement Frmd above the FY 1997 level to the accelerated lease-

pr:rchase of the Tonto State Park.

Commission for Postsecondary Education
' As session laq sspend operation of the Commission in FY 1998. Trander responsibility of the Postseoondâry Voucher

Program to the Commrmity Colleges and the State Student locentive Crrant (SSIG) program to the Board ofReþts.

Department of Public Safety

' As session law, divert ttre deposit of Criminal Justice Erùancernent Funds fom the G€neral Fund to the Crime I¡b
Assessrnent Fr¡nd.

Department of Revenue

' As session law, suspend the requirement that the Deparhent of Reveoue distribute voter registration forms.
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Arizona Department of Trensportation
. As session law, deposit 50% of the revenue ûom the fligbt property to< into the Geoeral Fud- This amomt is

approximately $8 million. f[¡s rem¡ining 50% would continr¡e to be deposited into the Aviation Frmd"

Department of Water Resou rces
. As session law, srspend the requirement for a $5 million General Fund deposit in FY 1998 to the Water hotection Frmd-

The deposit would begn again in FY 1999.

Other- Capital Outlay
. As session law, permit the use ofBuildingRenewal mmies fm a) building modiñcations to comply with the Americans

with Disabilities Act and b) inÊasructure rcpairs.
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ECONOMIC AND REVENUE FONNCAST



Overview

With A¡izona's economic expansion in its fifth year, an

increasingly imporønt question in the minds of the state's

economists is: when will the next recession occr¡¡? Though
trying to forecast 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. Thus far, after reviewing the

ldest available d*a and consuhing with a panel of econornists

at Finsrce Advisory Committee Meetings in Se'ptember and

Decemb€r, lhe JLBC Saff does not foresee any recession for
the next two yeaß - 1997 and 1998.

Instead, like running z 26-mile marathon, we believe the

economy is now in ttre last half of the race and its pace will
continue to slow until reaching the next recession. However,
the Arizona economy is in good shape, much stronger than
naionally; lhus üre growttr ræes,lhough decelerating, will still
be respecable, and may be better thm what most economists

cr.urently anticipde.

Likewise, the state's General Frurd for the past fou¡ fiscal
years has gealy benefiæd from the robus performance of the

Arizona economy. Nea¡-record employment gains, solid
personal income and retail sales growth, economic
development corps, surging corpoEte profits, and a booming
residential housing market all conEibuted to the very sûong
revenue picture. In FY 1996, toal General Frmd reve,nue

gr*v 4.4%- [Howevø, ifthe 8291.0 millian in tu reductions
enacled last yet is accountedfor, then revenue growth would
have been 10.9%, aceeding the 9-60Á growth in FY 1995.1

Or¡r forecast for FY 1997 through FY 1999 is based upon the

fotlowing tends, which we consider to be the major drivers
in the cu¡rent business cycle:

The llationd Economy. We believe growttr in the U.S.

economy will continue to grow steadily during our
forecast horizon. Although it implies an unusually long
economic expansior¡ a national recession can probably be

avoided until late FY 1999 or eveî FY 2000.

Consurnitn. Historically, the Arizona economy has been
volatile due to a higher than average reliance on the

constuction sector. Single'family housing has bee¡ a

major "driver" in the current expansion, peaking in 1994,

but remaining surprisingly strong in 1995 and in 1996.
While further declines in the rate of expansion are

forecast, it is expected that growth in commercial
consh¡ction, office, a¡rd hotel construction will offsa the

decline in residential consEuction growth rates.

. the Dir¡ction of l¡rtercst Rates. Low and falling interest

rates helped to spur the residential housing market out of

the recession ofthe laæ 1980s and early 1990s. Interest

rates have been rising slightly during the first th¡ee

qua¡ters of 1996, but started to decline in October. Most
economists believe rates will move lower by year's end.

So far, the Federal Reserve has decided to leave the

discount raÍe md federal fi¡nds rate rmchanged since the

beginning of l9lb. We forecast short-term rates will drop
slightly during our forecast period.

' fhe 'California F.ßtor.' Census data show that in the

1990s California was Arizona's biggest sou¡ce of in-
migration, with Texas a distant second. Due to
California's stee,p recession beginning in the late 1980's,

m mp€cederital flow of people and businesses moved to
other western states, with Arizona being a primary
beneficiary. h l994,net migration to the state increased

by abot.4U/o. Now, Califomia is regaining its strength, so

Arizona's large net in-migration has begrrn to taper off.
However, a stronger California will boost interstate rade
behveen outwo states, since Califomia is our number one

interstate lrading parürer, and ou¡ manufacnring sectors

are stongly linked.

lmproved Brsiness Envircnmc¡t. A¡izona has made great

strides in improving its næional image and attracting new
businesses into the state. As a result, A¡izona has

developed sipificant high-tech clusters in Maricopa and

Pimacounties which a¡e gaining in næional prominence.

We estimøe thet once the Intel and Sr¡mitomo Sitix plants

ae built, mæy supporting firms and other large high+ech
frrms will relocate or expand into the state. This is what
economists call the *agglomeration" effect.

In light of the above trends, this section will discuss the

economic outlook for the nation and Arizona in fiscal years

1997 through 1999. The JLBC StafPs economic outlook is
essentially that of the consensus of economisls, and is
consistert with recerit economic eviderice.

The U.S. Outlook for Fl 1997 and FY 1998 - Steady
Glr¡rrfh

The U.S. economy is in its 67th month of expansion since the

tough of the last recession in March 1991. Real GDP grew

æ an amr¡al rde of 2.ú/o(4.lYo old method) in calendar year

1994 and 3.lo/o (3.9o/o old method) in FY 1995 and 1.9o/o in
FY 1996 which ended Jr¡ne 30, 199ó. Most economists

expect national growth will continue for the next few years,

although at a slower rate. The JLBC Statr also forecasts

slightly slowetr, but steady growth in the næional e conomy
through FY 1998. The consensus of economists expects

annual real GDP growth of 2.2o/o for FY 1996, which is a
number with which we agree. The presant JLBC Staff
or¡tlook is for growth of 2.3o/o in FY 1997, 2-2%tn FY 1998

THE ECOI{OMY
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T¡ble I

Nation¡l
Economic Indic¡tors

Real G¡oss Domestic Products Y

VoCtralrge

Wage & Salary Emplolmer¡1 J

%oC\nge

Pre.Tax Corporation Profits z

YoC\nge

Housing Starts r/

o/oC\mge

New Ca Sales 1/

%oC\mge

Consuner Price Index
%oC\ange

GDP Deflator
%ôChaul;ge

Prime Interest Rúe -Yo

Unernploymørt Raæ - %

U Chain-weighæd.
2l Billions
3 Millions

JLBC STAIT' ECONOMIC OUTL(X)K

THE NATION

Fiscel Ye¡rs

1995

s6,688.3
3.1

I15.9
3.2

$s76.8
r7.5

1.4
(0.7)

8.8
(0.8)

150.5
2.9

106-3

2.4

8.4

5-7

1996

s6,816.0
1.9

I18.3
2.0

s624.6
8.3

1.4

4.5

8.8
(0.0)

154.6
2.7

108.7
2.3

8.5

5.6

1997

s6,973.9
2.3

t20.7
2.0

s613.1
(1.8)

t.4
(0.e)

8.4
(4.2)

159.0
2.8

lll.0
2.t

8.2

5.4

r998

$7,125.3
2.2

t22.5
1.5

$659.6
7.6

1.4

0.5

8.6
2.7

163.3

2.7

rt3.7
2.5

7.8

5-7

1999

s7297.2
2.4

124.4
1.5

$66s.9
1.0

1.5

1.5

8.9
3.1

167.7
2.7

I16.6
2.5

7.8

5.8

and2.4o/omFY 1999. Or¡r view for FY 1997 is based on the

WEFA Group's "baseline" forec¿st.

The Federal Reserve has publicly said it believes a rate of
2.5o/o per year in real GDP growth is about right for non-
inflationary expansion in the U-S. economy. The 4.1% seeri

in 1994 was clearly too high by their standårds. It
successfully engineered a "soft landing" a reduction in the
rate of growth to a¡ound the target 2.5yo rate. The normal
sceriario is for targets to be overachieved in one di¡ection or
another, although this period appears to be one ofthe rare

exceptions.

In additiorl many analysts have recently been forecasting that
pre-tax corporate profit growth will grow at slower rates in
1997 and 1998. This could lead to a long-awaited stock
ma¡ket "correction," and thereby damage consumer
confidence and spending.

Infla¡ioru as measured by üre Consumer Price Index and GDP
Deflator, should remain moderate and remain n the 2.8%o

range for the next two fiscal years. The Fderal Reserve

Board has clearly done a good job in reducing inflationary
expectations among consumeñ¡, workers and businesses.

We believe the trend for inærest ræes will be down after

l9fb, due to the prior effects of tight'Teal" money conditions
by the Federal Reserve Board, and the slowing economy

which will reduce the demand for fimds. It should be noted

úawtrile interest rates have come down in recent years they
ae, after adjustnent for inflæion which has also been falling,
still at a comparatively high rate by historical standards.

Housing stilts will enþy a record year nationally in 1996, but
may start to cool m 1997 and 1998. The rate of increase in
a¡¡to sales in the U.S., which were also near record levels for
several years, should stårt to decline slightly because of a
slower econom¡ saiaion of demanù and expected continued
increases in the average price of ca¡s above the Consumer

Price Index.
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Any senaio forthe 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
growür economic scenaios based on the risks ideritified in the

economy and choose the one which fits the current data-

Recefit events, while not totally convincing, lead to a

somewhat "steady state" growth forecasl

o First, after seven successive increases during 1994 and

early 1995, the Federal Resewe Boa¡d lowered short-
teml int€rest ral€s in mid-1995, and again in Decemb€r

1995, perhaps believing tha it was a bit too zealous in
1994. Most economists believe the Fed has moved to
lower rdesdabout the right lime, rather than too late, in
orderto keep the growth rate of the economy positive in
thenext l2to24 months.

Secon{ most economists beliwe continuing efforts made

in Congress to reduce or eliminate the federal budget
deficitwill result in a higher national savings rate, lower
interest rates, and higher private investnett. These will
increase ernploltrem and personal incomes over time. It
is, however, rmcertain how much a falling deficit will
contibute to economic growttr in FY 1997 or FY 1998.

Third, üre low vah¡e of ùe U.S. dollar against most major
currencies, notably the Japanese yen and German marþ
has sustained record U.S. export sales. This should
continue for the next several years, depending on the

health of or¡¡ najor rading panners.

a Fourth, despiæ the mæurity of the cu¡rent expansion,

most br¡siness orecrnives reporædly remain bullish about

the economy. Many companies have reduced their
break-even poinl admittedly by reducing staffin many
cases, and have diversified their sales to Fy to avoid the

severity of the cyclical swings of the past Newspapen
and magazine reports indicate that most businesses a¡e

not fearful of a recession in the next year or tlvo.

Accordingl¡ we feel that our forecast of a slower, but steady

trerid in growth for the next 3 years is appropriaæ.

The U.S. Outlook for FY 1999

tlistory has strown ú* U.S. business cycle expansions do not
usually die a næral ded- ktstead, they are typically brought
to an end by inflæionary pressures which cause the "Fed" to

effect a monetary tightening. This could occur if long-ærm
bonds rise above, say, 8.0olo in FY 1998, which could cause

a softening in the rate of growth or even a recession by FY
1999. Also, some exogerious, international event such as a

petoleum price shock as occurred t\1973,1981, and 1990

could happen again. However, the longer term outlook for
inflation remains benigrr, and thus the 1999 U.S. forecast

currently calls for continued moderate growth.

a
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The Arizona throuEh 1999

While JLBC Staff believes Arizona will avoid a recession

during the forecast period, our outlook as seen on Table 2
calls for slower growth. All A¡izona economic indicators are

projected to trend lower for the next three years. Of course,
for each year \ ¡e extend our forecast horizon, the greater

likelihood an urforeseen event like an oil crisis or a peso

devaluation may wreak havoc and c,ar¡s€ a recession. The
lowergrourth forec¿st hinges mainly on the slowing næional
economy a¡rd a slacke,ning of the California exodus to
A¡izona as prospects improve for the Golden Staæ. The
slower California migræion to Arizona will probably be
mitigaæd by increased int€rstate trade with Califomia

On the other han{ the A¡izona economy in 1996 provided
some favorable surprises. The single-family building
construction was much slronger than what was anticipated
this time last year - building permis may have reached a
record in 1996. Also, recent higher-than-expected revisions
in the employmant and personal income growth might
indicae asonger Arizona economy than the one rmderlying
or¡¡ forecasL This irrplies that there is some upside risk to the
forecast (higher probability of stonger growth than of lower
growttr).

Also, economic development in the nea¡ futue appears bright
a¡¡ n€Ìv companies continue to view Arizona farrorably for
relocdion or oçansion. The successfr¡l outcome of the Fiesa
Bowl and Srryer Bowl in January 1996 enhanced the national
perception of A¡izona as an area of major economic growth.
Moreover, the addition of the Coyotes hockey team in 1996
and üre baseball Diamondbacks in 1998 will further increase
or¡r national exposr¡re and prestige.

Petsnal lncome to Gtow iJodentell

In terms of state revsnue, no economic variable is more
importtrt ûrm personal income. Chart 3 shows how personal
income has performed in recent years. During the 1980s,
personal income groudr averaged 9.3% n cr¡rrent dolla¡s and
4.4yo mr€al terns. So fa¡ in the 1990s (1990 through 1994),
income grounfi in current dolla¡s has besri weaker, averaging
6.87q but is only offslightly in real dolla¡s, averaging 4.0olo,

mostly reflecting the big improvement in inflæion during the
1990s. The estimated 9.4olo cu¡re¡t dollar gain for 1995 is
significantly greater than the average 6.8% experienced thus
fa¡ in the 1990s.

In FY 1997 through FY 1999, we see personal income rising
more modestly at 7.4o/o, 6.5Vo, and 6.20lo respectively.
Hisorically, A¡izona's economic expansions feature double.
digit pemonal income growth that lasts two to fou years, but
that may not happen this time. Thre 9.4%o growth for 1995
will be the peah for this expansion. Since the national
economy, whose expansion has been uncharacteristically mild
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andrypeas to be slowing, is one of the "drivers" of the state

economy, \ re expect Arizona's personal income to gfolv
moderately.

ßeal Per Caoia lnconp to lncæase Slightlv

Real per capia personal income is one indicator of a state's
standard of living. It also is a principal determinant of
oorun¡mer expendinres, which accornts for about two-thi¡ds
ofspending orfput, andjobs. In recent years, there has been

much conËoversy about Arizona always being below the
national average in real per capia income, leading some
(including the JLBC Staff) to question the underlying
economic viality of the state. In response to this, the JLBC
Saffpublished a re,port identiSing the main rea¡¡ons behind
A¡izona's lower real per c4ita income. The report formd that
Arizona's poor showing has little to do with its fundamenøl
economic performance, but more to do with such factors as

demographics, labor force participæion, industry mix, and
historically low wages.

The rçort also points out that, because real per capita income
depends on relative rates of growth in total income and
populatior¡ it can be misleading when compared to other
states. In the 1980s, northeastern states rariked the highest
br.cüris was due to severe economic recessions in these states

which resulted in population declines greater than those in
personal income.

Thus, in measuring economic viality, an examination of the
underlying tends show that A¡izona's average growth in
p€ßonal income and population during the last th¡ee decades
has been far above the national average. So, it appears that
among A¡izona's problems are (l) that personal income
growth just has not kept up with population growth and (2)
ürd increased ernphasis must be placed on higher paying jobs.
Chãt 4 shows üa Arizona's real per capita income growth
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JLBC STAFF ECONOMIC OUTLOOK
F'OR ARIZONA

Fiscal Yeers

1995 t996 1997 1998 1999

AZ Economic Indicators
Personal lncome r/

YoC\nge
Personal lncome - Constarit Dolla¡s Í

%"Clrange
Personal Income.Per Capita Constant Dollars

o/oC\mge

Population z

YoC\nge
Raail Sales lry

o/oC\mge

Wage & Salary Employment z

%oC\mge
Residential Building Permits z

YoC\ange
New Ca¡ Registrations z

%oClramge

Unemploymant Rate - %

s82,891
9.6

s77,978
8.5

$18,793
5.1

4,149-4
3.2

$25,018
I1.6

1,746.2
6.7

5 l.l
9.0

247.0
12.6
5.8

$89,937
8.5

s82,739
6.1

$l9J13
2.8

4284-t
3.2

$26,891
7.5

1,822.2
4.4

56.0
9.6

260.6
5.5
4.9

996,592
7.4

$87,020
5.2

$19,750
2.3

4A06.t
2.8

$28,639
6,5

t,892.6
3.9

s0.3
(10.2)
257.2
(1.3)

5.3

$102,871
6.5

s90,476
4.0

s20,024
1.4

4,518.4
2.5

$30,329
5.9

1,9u.3
2.7

41.9
(r6.7)
256.2
(0.4)

5.8

$r09249
6.2

s93,696
3.6

2023r
1.0

4,63t.4
2.5

$32,1 l8
6.0

1,987.8
2.2

39.8
(5.0)

2s8.8
1.0

5.9

l/ Millions
2/ Thousands

3/ Taxable sales = retail sales plus gasoline sales plus estima¡ed food sales.

greater than income, but has rebor¡nded since 1992. We
predict that income grourth will continr¡e to outweigh
populaion growÉr which is seen on Çþgg;1, but by declining
rales during the forecast period.

Emplofrrat t Stil nísíng4ut StowV

Chart 6 shows the changes in Arizona ernployme,nt since
1981. During this period, Arizona did not experience any
yearly declines. ln fact for the post WWII p€rio{lhe state

has hâd only üuee yeas of employmant losrl949, 1975, and
1982. In this business cycle, l99l was the low point for
Arizona, eking out a O.6Yo gain, corresponding with the
national recession when U.S. ernployment dropped l.l%.
Since 1991, job grourh has accelerated with 1994s 6.7% gatÃ

expected to be the peak year of the currerit cycle. This data,

however, masks the economic tumult Arizona experianced
druing this time. Arizona's goods-producing se'ctor, defined
as manufacûrring, constnrction, and mining, went through a

recession in the latter half of the 1980s. National defense

budget cuts led to military base closings and sharp layoffs in
defense-related firms. At ttre same time, the 1986 Tax
Reform Actriggered massive savings and loan bankruptcies.
All this resulted in sigrrificant losses in manufacnring and
constn¡ctionjobs. But the losses were more ttran made up by
gains in the sewice.producing sector of the economy. Chart
7 reveds the displacement ofjobs in the goods-producing

sector by jobs in the serviceproducing sector particularly
furing the 1987 to 1992 p€rio¿

Since 1993, manufacturing and constuction jobs have made
a comeback; the rebour{ thougb, has not been as strong as

p'rerrious recoveries Some ofthe murufacturing rebound was
due to an inproved business erivironm€nt and the
development of high+ech ch¡sters in Maricopa and Pina
cormties Forinstance, Pho€'nix recently 4peared in Fortune
magazine's amual list of the top l0 most attractive cities for
businesses. Intel's new Ctrandler plant and the recerit
announc€me,rit by Sumitomo Sitix are prime examples.
Legislation providing ta¡< reductions and regulatory reform
has contributed to this success. Another developmeat is
American SkV Brcadcasting; aþintvanture between MCI and
News Group, who has committed to locating in Gilbert after
passage ofta,r incentives in the last special session of the state

Legislatue.

Table 3 sÌrows a moderation of growth in our job outlook for
both the goods-producing and serviceproducing sectors

starting in FY 1996, when wage and salary employment
nrxanrd4.aYo,led by construction with a solid 6.2%o grottth,
and sewices ner<t 'ttiûr 5.1%. We orpect final total job growth
to slow to 3.9%o, 2.7o/o, utd 2.2o/o n FY 1997, FY 1998 and
FY 1999, respectively.
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Goods hodwing:

}frnuåctudng

Mining

Coocnætioo

Total Goods
hodwing

Scrvice hodrring:

Tra¡¡,Cmm-& h¡blic
Lftilities

Tradc

Fi¡¡ncc, I¡surance &
Rcal Esstc

Scrviccs

C¡ovcrnocnt

Toøl Servicc Producing

Total Wage & Salary

Table 3

FY 1995

l-5

4-7

J)

t<

6.2

3.2

0.t
3.E

%

4.4 I

Nunbcr 'Â N¡rbcr U.

4.6

9.0

t.7

9.0

1.0

6.4

6.7

Nunbcr %.

2.1

5.t
2.5

4.0

3.9

Numbcr %.

22
2.9

1.3

4.6

2.0

3.2

., .|

1.3

42
', ',

2.t

2.2

Nmbcr
FY 199!'FY 1996 Fy tçt7 Fy l99t

L2
1.7

1.7

(2.4)

(0.ó)

1.9

1.9

r0E300

50ó,400

2t6-¿û00

1,428,mO

90,400

436,500

318200 r.0

l9l,¿!00

12200

il4-6(n

4.2

t.7

15.8

107,¿000

535200

300-qn

r¡92,440

9I,Eæ

457,100

329,E{n 3.6

r95,ó00

r2J0o

l,¿L7@

(0.r)

5.7

5.1

4.5

119,700

56ó,100

30t.300

lJsl,9m

93,E00

474,mO

34Æ,7æ 3.3

20r,t00

t2,ffi
126.300

lll,tfl)
592,m0

314-400

l,ó01200

95,90O

487,E00

343,100 0.7

205J00

t¿300
r25.500

ll2J00
616,E00

321.¡S00

l,ó45,,100

97.7N

497,m0

34Z,a4s (0.2)

207,m
12,100

122-q)0

t.0
(1.6)

(2.1)

ARI'¿ONA WAGE AI{D SALII"R,Y EMPLOYMENT

FORf,CAST

Where ìlVill the lobs Come From?

ChÃt 8 shows that job growth s,ill be highly conc€riftted in
s€Trrices and Eade. In 1996 through 1999 combine4 only
services and trade will increase in their sha¡e of toøl jobs. In
contrast, constn¡ction md manufacturing will experience
significat declines in lheir contrlbution to total new jobs. For
example: More than 7 oW of l0 new jobs will come from
services {d Eade. By compaison, these indr¡stries accounted
forslighdy half of existingjobs in 1995. Manufacturing had
I l% of all jobs in 1995, but will accor¡nt for only 8olo of new
jobs in ou¡ forecast p€riod. Constn¡ction will decline
further-havingó.syo ofjobs no% but contrihfing only lo/o

in the next three years.

Overall, ûe rend is towæd a more servicÈoriented economy,
which mirrors what's happening on the national level, but
even more so here. This has beeri a long-tenn tr€nd in
Arizona since 1969, the last year in which more
manufacturing jobs existed than services jobs. As
technological advances continue, we expect the evolution
towa¡d a sewice and information ecotromy to accelerate.

Housinq ìlarket in Transition

Although direct employment in the constn¡ction industry
accounts for only 6.5% oftotal Arizona jobs, its impact on the
economy is far greater in the short-n¡n. Constn¡ction
influences economic activity in many other areas of the
economy, including equipment and building materials, retail
sales, fmæcial serniceg manufacnring, and trade. We expect
construction employmentto slow to 3.8% growth in FY 1997
and then mildly decline in FY l99E and FY 1999 as the
housing ma¡ket is in a transition as described below.

Judging by Cbat 9, it appears A¡izona's housing ma¡ket was
relatively rmaffected by the national recession in 1991, but
lhat's beca¡se we had an ealier recession as explained above.
So by 1991, wüen mortgage rdes begæ ûo plummeg p€nt-up
demand caused housing sales to climb. At the same time,
California's problems started æ exodus ofpeople and firms
b oflrerneaby western states. Arizon¿ has þ¡sfi1ed gredly
ûrom rhis movement as net nigration and housirg starts have
escalated each yea¡ since l99l rmtil 1995.

Chart 9 also reveals that ttre housing boom was almost all in
singlçf¿nily homes. This begur ûo change in 1994 as the
Federal Reserve raised interest rates sev€n times. By 1995,
ùe singlefarilymarket slowed as housing sales and permis
declined- Howwer, in 199ó, single'fanily permis escalated
again ald will probably add about 42,700 units, a 7 .2Yo gain.
At the same time, vacancy rates at apartmerits have dropped
sharply and rents increased steadily, malcing it viable for
muhi-farily constnrction to rise again. More recently, multi-
family building permits (three or more units) jumped from
about 4,200 lmits in 1993 to alrnost 9,800 rurits by 1994, an
increase of l33o/o. In 1995, multi-family permits added
another 12,900 units. For 1996, we expect 12,750 multi-
family permits, before dropping again in 1997 and 1998 as

vacancy rates rise slightly.

For 1997, lÐ8, and 1999 we expect total building permits to
gradually decline as singl+'family and multi-family permis
boûr fall. Howev€r, building permits in retail, indus¡ial, and
office are expecæd to pick up.

ls the Economic Forecast Reasonable?

The JLBC Staffs basic assumption of a slowing nationd
economy with a modest uptick in inflæion is shared by the

E-6



CHAXOE I¡ AIIZOXA REAL PET CAPIÍA IICOIE

lltt . lrlt

f
o-
Io
!
a
It
3
I
f

It

aß

tr

aß

{f

aß

Êll.!¡o¡lYl l¡
Ch¡rt 4

r-l

I
t-J -T-l

AXìUAL C¡{AXOEI IX ARIZOXA EIPLOYIEXT

lall tñúDu¡h lat¡

ø
6zti
ts

rta

t¡a

a

at

¡..

ta

{a

aatl¡DArYlaL
Ch¡rt 6

vast majorþ of forecasters. þ this sense, our ndional
outlook is a'consensus foreca,sl" The sane cæ be said of
ou¡ Arizona outlook.

l,lain Risks to Forecasts

Thefrøgíle Mabo econonry continues to add uncertainly to
theþrecast- The dramatic devah¡dion ofthe Mexican peso
in laæ 1994 reverberated ùroughout the world- Hoping to
preyent lom defauls of worldwide proportions, the U.S.
sponsued a $50 billion aid package to Mexico. In return, the
Mexican governm€rit had to implem€nt aust€rity mea¡¡r¡res

wtriúphngedits economy into a steep recession. However,
the economy in Mexico has started to recover srd most
finsrcial ma¡kets have stabilized. In 199ó, their domestic
cconomy was still wealq but groulh has n¡rned upward in
recerit months.

The peso crisis affected southem Arizona's economy
sipiñcantly. Trade and tou¡ism between the border regions
have sr¡ffered- Pima C-ormty, especially, has seen growttr rates
in ftrail sales, jobs, and building perrmia all decline this year.
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The sinrdion there may not be all atribuæd to the peso

devaludion, but it is important enough to facûor into ou¡
forecasts.

Federal Resente action on funre interest rates is also
wtcqtain. Though we have forecasted interest rates to move
lower from FY 1997 through FY 1999, it is by no means
æhd in sone. Although the Federal Reserve has left short-
t€rm int€rest ræes rmchanged in recent months, mmy
economists predict the Feder¿l Reserve may still raise raæs

during lhe coming months. This is mainly due to the belief
that the esonomy is much stronger than the data has shown
and that the Federal Reserve is rnuch more conoerned about
keeping inflation in check than whether the economy
continues to grow. Ifthe Federal Resewe raises interest rates,
the stock and bond markets will respond negatively and
increase the likelihood that the nation, and possibly Arizona,
could sþ into a mild recession.
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COi'IPOSITION OF JOB GROl,vTH BY INDUSTRY

1996 through 1999
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Where lt Comes From

Chart l0 shows that the bulk of Gerieral Ftmd reveriue is

raised from th¡ee sources, known as the "Big Thlee." The

largest ofúrese is the Sales and Use Tot which is projected to
ge,nerate 45.8yo of General Fund revenues in FY 1998. The

Individual Income Tax (IIÐ is the next largest source,

accounting for 35.U/o, while the Corpor*ion Income Tax
(CIT) share is 9.9o/o. Together, these three voldile taxes a¡e

expecrd to provide 90.7% of total FY 1998 Generd Flmd
¡evenue. The Feder¿l Rairee Refr¡rds have not been incl¡¡ded

as pat of ûre trT. The curert JLBC Staff revenue forecast is

summarized on Table 8. In recent years, the Property To< has

been approximúely 4o/o of Gerieral Fundrevenue. Withthe
rec€nt passage of a major reduction in the hoperty Tax, it is
now less than l% and does not appeü as a s€parde iæm in the

pie charr

The l{ew Forecasts

Or¡r forecast for FY 1997 is for $4,787.4 million, an ins:rease

of $124.4 million, o¡ 2.7o/oover FY 1996. Our forecast for
FY 1998 is for $4,928.8 million, an increase of $141.4
million, or 3.ú/o. Or¡r forecast for FY 1999 is for $5,103.3
million, an increase of $174.5 million, or3.5%o.

GEI{ERAL FUI{D REYENUE

Apart from the economy, the most importanl influence on

Gen€ra¡ Frmd revenue collections is legislative adjustments to

üre tax base. Legislmion impacting General Fund revefiue for
the first time in FY 1996, FY 1997 or FY 1998 will reduce

collections in FY 1996 by $291.0 million, by $5 t6.6 million
in FY 1997, by $630.1 million in FY 1998 and by S670.9

million in FY 1999. Details by tax category are shown in
Table 5. It should be noæd that these amor¡nts now include
the effect of Property Ta:r reform and reduction legislation,
implemenæd in Laws 1996, 7th Special Session, Chapær 2.

The initial effect of this legislation comes in FY 1997 for a
loss of Sl49.l million, of which $10.0 million is from a

reduction of the Salt River Project contibutions.

The impact of the legislative changes on General Fund
revenue collections is shown in Table 4. Revenue growth
bdore legislaive adjusunens is 10.9%, 7 .lo/o, 4.8Yo and' 3 .9o/o

for FY 1996, FY 1997, FY 1998 and FY 1999, respectively.

After deduction of the legislative changes, revenue growth is
reduced to 4.4yo in FY 1996, 2.7%n FY 1997,3.0% in FY
1998 and 3.5o/o m FY 1999. Chart I I is a line chaf which
shows tûre percent changes in reveriue before a¡rd after the

effect of legisl*ive changes. Specific legislative changes
passed in the last regular session and in subsequent sessions

are shown in Table 6 (effective in FY 1997) and Table 7

(effective in FY 1998).

GENERAL FUND REVENUE SOURCES
AS A PERCENT cDF TOTAL BASE RE\/ENUE

Tot.l Rov¡nuo¡ 3¡1.9t Bllllon
Corpont¡on ¡nc. 9.9?É

Oth¡r 3.t96 lndlv. lnc. !5.O9ó

S¡lc¡ rnd U¡o Trx 15.4l7.
FY l90r

Ch¡rt l0
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As was noted earlier, the new JLBC Staffrevenue forecast is
summarized in Table 8. The reader should note that'hew
money" aggregates 5124.4 million in FY 1997, Sl4l.4
million in FY 1998, and $174.5 million in FY 1999,
reflecting increases of 2.7o/o in FY 1997, 3.0%n FY 1998
g[rtd3.So/" in FY 1999.

Previous Forecasts Revisited

General Fund revenue colleóäons for FY 1996 aggregated

$4,663.0 nillion, an increase of $94.8 million auad2.l%o over
our mid-year forecast.v The major area of change is in the
Individual Income Tax which increased $59.1 million and
4.lVo over ùrcmid-session I 996 forecast primarily the result
of late increases in published data for Arizona employmerrt

!/ Relative to the budget forecast for FY 1996 (after
legislative changes) as shown in the FY 1996
Appropriæions Report, our ne\ ¡ forecast reflects an

increase of $289.5 million ao.d,6.6%o.

lndividual General Fund Revenue Forecasts

TotøI Base Revenae

Our forecast is for rer¡enue growth of 2.7%o n FY 1997, 3.0%o

in FY 1998 and3.5%o in FY 1999. The decline of growth to
2.7%mFy 1997 is due to the irnplementation of property tax
relief which will aggregate $149.1 million in FY 1997.
Growth in FY 1998 will be reduced somewhat by the
implementation of the reduction of the sales tax on prime
contracting, which will reduce revenue by $40.0 million. It
should be noted that the Budget Stabilization Fund formula

and personal income. With the Individual Income Tax
esserrtially providing most of the overage, it can be seen that,

on the average, the rest of the mid-session 1996 forecast was

essentially on the ma¡k.

Our new forecast for FY 1997 aggregates $4,787.4 million,
an increase of $225.5 million æd 4.9%o over the budget
forecast, after adjusting the Property Ta¡r reduction. The
major increases are in the Individual and Corporation lncome
Taxes, which in the aggregate increased by 5122.3 million
md 6.2%o. Non-ta¡r revenu€ increased by $68.0 million and
includes the following previously unknowable increases-in
millions:

Disproportionate Share

Cash Balance Reversions

Lottery Recovery

Criminal Alien Assist. Program

TOTAL

$26.s

15.3

3.4

17.1

$62.3

provides for úre movemerit of $70.0 million in FY 1999 from
the Budget Stabilization Frmd to the General Fund. This
transfer has not been reflected in our Total Base Revenue
forecasL Table 5 showq by ta,x tlpe, the impact of significant
items of legislation on the forecast.

Sales snd Use Tøxes

Sales and Use Ta¡r collections are currently forecast to
increase by 5.2%o in FY 1997, by 2.lo/o in FY 1998 and by
4.9o/o tn FY 1999. (See Table 5 for details of legislative
changes effective in FY 1996 and later years.) Without the

GEIIERAL FI]ND REVENIIE FORECAST
BEFORE AIID AFTER LEGISLATTVE CEÄNGES EFFECTTVE

IN r"r 1996,I"r rE 7, F"r l99t AND Fr 1999
(3 Thousands)

s4,953,989.4 t0.90/o $5,3M,027.9 1.tyo $5,558,943.4 4.8% $5,774,t47.4 3.9%

Table 4

1516.621.Sì

FY lq96 FY lqqT FY l9a8 FY lq9a

4,4%. S4.787.4{t6.0

(2q0,995.2)

v.66'2.994.2

o/o

Change
from

FY l9q5

77.5

2.7o/"

yo

Çhange
from

Fy lqq6

(630.r49.41

s4.928.7e4.0

22.0

3.Oo/o

%
Change

from
FY lqqT

(670.853. I )

$5,103¿94.3

o/o

Change
from

FY tqqS

6.5

3.5o/o

Legislative
Chânges

Forec¡st

Before Leg.
Chânges

E- l0



T¡ble 5

S¡les T¡¡
Cost of Preparing Tax Returns

Reduction of Comnercial Lease Taxø2Yo

Reduction of Commercial Lease Tor to l%
Reduction of Commercial l,ease Tð( to 0%

Reduction of hime Contacting Tax Base

Other

Subtotal

Individu¡l Income T¡x
CMITRA (Laws 1995, lst Special Session, Chqter 9)

Other

Subtotal

Corpor¡tion Income T¡r
Defense Restructuring and Military Reuse Zones

Consolidated Reû¡ms

Other

Subtoal

Property T¡x Oncludes S¡lt River Proiectl

Laws 199ó, 7th Special Session, Chapter 2

Other

Subtoal

Other Crtegories

TOTAL

SI.'MMARY OF LEGISLATIVE CHANGES
SHO\ilING EFFECT OF M-A"'OR CHA'NGES ON FORECAST YEARS

FOR LEGISLATION EFFECTIVE IN FY 1996 A¡ID I.ATTR YEARS
F"r 1997, F"Y 199t, Fr 1999

(J Millions)

Reduction

F"r 1997 F^Y r99t FY 1999

$12.s

23.1

21.7

13-4

70.1

sl3.l
23.2

23.2

21.2

40.0

15.2

135.9

$13.7

23.6

23.6

23.6

45.0

16.0

145.5

l5-5

s5l6_6

33.1

s630.1

42.t

s670.9

effect of these reductions, the forec¿st would have been for
increasesof6.To/omFY 1997,5.V/o in FY 1998 and 5.1% in
FY 1999.

Individaal Inconu Tax

Individrul Income Tax collections ae forecastto increase by
6.5% n FY 1997 , by 7 .3o/o in FY 1998 and by 5.3% in FY
1999. (See Table 5 fo,r details of legislæive changes effective
in FY 1996 md laer years.) Wiüror¡t üre efrect of the
legislative reductions, the forecast would have been for

inqeases of 6.9/oforFY 1997,7.3yo in FY 1998 and 5.3% in
FY 1999.

Cotpo¡stÍon Incom¿ Tsx

Ariz¡na's economic grourtü began to slow in FY 1996 which
rcùrced goutür rates for corporation profits. In FY 1997, üre
eoonomy is making a'soft landing," resulting in fla growth
rates for corpordion profits, and tax refunds will increase
substantially as corpordion cash flow becomes tight.
CorrporÍion Income Taxes ue forecast to increase by 7.\%on
FY 1997,by l.V/omFY 1998andby O.6o/om FY 1999. (See
Table 5 for details of legislative changes effective in FY 1996

E- ll



ANNUAL GROWTH IN GENERAL FUND REVENUES
BEFORE AND AFTER LEGISLATIVE CHANGES
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Chrrt ll

md later years.) Without üe efrect of legisldive reductions,
fre forecast would have shown æ increase of 9.5% in FY
1997, n increase of l.7o/o in FY 1998, and m increase of
0.60/oinFY 1999.

Properû Tsx

Assessed valuation is expected to inctease by 2.9/o b FY
1997, by 5.8o/o tn FY 1998 md by 3.8% in FY 1999.
hoperty Tu collectiong howwer, are expected to decline by
QOAY/InFY l997,by (9.1\o/o in FY 1998 and by (2.2)%n
FY 1999. The forecast has been reduced by legislative
reductionsaggregring $(142.6) million in FY 1997, $(150.9)
million in FY 1998 and $(159.8) million in FY lÐ9. These
reductions do not include the efrect on Salt River hoject,
úlicfr is in anoürer line ite'm. The major itein in the reduction
is fre effect ofPrìop€rty Tax reform and reduction legisl*ion,
implernented. (Laws l99r6,7th Special Sessio'n, Ctrapter 2.)

Moø¡ Yehícle Lìcensc Tax

The JLBC Staff forecast is for an increase of 10.9olo in Fy
l997,23yomFY 198 and 0.8% in FY 1999. New car sales
continue at a good pace, but market satuation will appear in
FY 1998. Without the cr¡ts from S.B. 1071, the -pima
County" legislæion, grourth would have been 15.0plo in Fy
1997,6.80/o in FY 1998, and4.9/oin FY 1999.

Loaqy

Our forec¿st is for weak General Frmd Lottery collections,
with a dærease of (5.3)% in FY I 997, a decrease of (17 .7f/o
in FY 1998 and a decrease of (17.6\% in FY 1999. The
Cr€n€ral Fr¡nd has a measure of protection because cerAin
minimum deposis must be made before the Clean Air
Fmd or Proposition 203 programs receive monies (see the
JLBC Søtrs rmmmenddions and analysis for the Lottery
Commission for fi¡rürer explanation of this complex issue).

Intereg

Our forecast calls for an increase of l4.lo/o in FY l99Z
and a decrease of(11.8)% in FY 1998 and a decrease of
(28.1)o/o in FY 1999. The declines in FY 1998 and Fy
1999 are brought about by anticipated declines in
Operating Fund average balances and slight declines in
applicable interest rates.

Fedeml Rai¡ee Proiea

Revenue reductions due to the Federal Retiree project
(FRP) are expected to eggregate $(56.2) million in Fy
1997, $(6.2) million in FY 1998 and no paym€nrs in Fy
1999. The FRP reduces FY 1997 General Frmd revenue
growth by almost one full percentage point, from 3.5%
dovm to 2.7o/o.
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6

FORTY.SECOIìI' LEGII¡L\ITJRE
SECOND REGIJLAR SESSION AND SEVENTE SPECIAL SESSION

BILLS HAVING A SIGNIFICA¡TT T"T 199' GENERAL FTI¡III REVENI]E TMPACT
(S thousends)

[Effective Drterl

S¡les l¡diúdud
& U¡e Incone

Corpontion
Income

Ch. 2f (S.8. llllt) Property Taxes;
Refimd & Forgiveness 17120196l

Ch. ¿19 (H.8.237Ð lncome Tax;
Definitions |1115196l

Ch. f02 (S.8. f056) State Agencies;
Regulatory Reform 17 I 20 I 961

Ch. r99 (8.8.2020) IRS ConformitY

lvue6l

Ch- 255 (8.B. 207E) Nuclear
Emergency Appropriation and
.{ssessment Í7 I 20 I 96'l

Ch.294 (8.8" 2lnQ Insurance
Insolvency Recovery; General Frmd

Í7t20t961u

Ch. 309 @.8. 2559) Neigbborùood
Protection Act 14 I 3 0 I 961

Ch.3l7 (S.8. 1f93) Tax Efficieocy
& Paper Reductiot I I I l97l !

C;h.322 (S.8. ß7Ð Movie Studios;
Sales Tax Incentives Í71201961

Ch. 326 (8.8. 20tt) Homeowners
Organization; Ta:r Classifi cation

lvve4l
Ch.3,l4 (8.8. 24%) Enterprise

Zones; Tax Credit; Classification

u^t9612/

Ch.349 (S.B.f f fO Govemment
Property Tax Lease Abatement

Ítznte6l

Ch.365 (S.8. f07r) Higbway Fuod;
Distribution I7 I I 196l w

Ch.2 (8.8.20OÐ 7th Special
Session: koperty Tax Relief

TOTAI-FY T997

(s24.0)

(4e.3)

(100.0)

Unknown

(l3q.l3s.q)
(sß9.rflÐ (tt?3-1)

(8ó0.0)

-0-

(e0.0) s(60.0)

(183.2)

Other Tot¡l

($6.0)

(860.0)

1,078.0

:0-

¡1,078.0

850.1 850. I

(150.0)

(24-0)

(4e.3)

(100.0)

(1E3.2)

(6,000.0) (6,000.0)

(q-a87.8)Y (,14qJ23-il
(¡r4O5!'A (¡r5ré6ED

-0--0-

(t!t50.0) r"A3Jl¡

l/ Totat Revenue gain is f 15.4 million which is incorporated into the JLBC Staffbase revenue estimate.

2/ Additional impact occurs in FY 1998.

f/ Distribution of Vehicle License Tax rcveoues to the Gene¡al Frmd was phased down.

4/ Satt River Project.

E-13



7

FORTY.SECOND LEGIST,ATI]R"E
SECONI' R.EGIJII\R SESSION

BILLS EAVING A SIGNIFICANT Í"Y T9!'t GENERAL FTJND REVENT'E IMPAM
($ Tbousrnds)

[Efiective Drterl
I¡dividu¡l Co4rontion

Property Srle¡ & Uge I¡cone IIcoEC Other
Ch. 93 (S.8. fßO Military Reuse Zones

Í4tst96lu

Ch. 186 (S.8. ß2Ð Arts Frmd; Public- Private
Partnenhip Í7lll97l

Ch. 317 (S.B. ff93) Tax Efüciency and Paper
Reduction U/l/981

Ch.3f9 (S.8. l2t0) Prime Contracting Sales
TaxlTlll9Tl

Ch.344 (8.B" 2496) Enterprise Zones; Tor
Crcdit; Classifi cation Il I I 196l

Ch. 355 (H.8. 229T Unclaimed Property;
Affordable Rural Housing 17 I I l97l 2l

Ch.3út (E.B.2f5f) Disposition of Racing
Revenues Í7lll97llt

Ch.365 (S.8. 1071).Highway Fund;
Distribution Í711196l

TOTAI-FT I99t

Unknown Uoknorm Unknorm Unhorm

Tot¡l

17_20s.2l (.7-20s.2r

(srÁzs.D (sllJlULD 6tt!u89.2)

(s1,475.e) (31,475.9)

467.O ($1,200.0) (733.0)

(40,0m.0) (40,000.0)

(sl,s75.l) (1,575. l)

(¡2,800.0) (2,800.0)

(1,700.0) (1,700.0)

-10,0 
(¡4L0lEÐ (¡L200'01

U Due to Program implementation requirements no impact should be see,n rmtil FY 199E.
Z Increased the percentage of the proceeds from unclaimed property sales that a¡e traûsfened to the Department of Commerce's

Housing Trust Fr¡nd from 35% to 55o/o and reduces the Generat Fnnd sha¡e by a like amount.
3y' Provided that20o/o of the proceeds fr66 ¡¡¡çt¡ir¡sd property sales shall be trarsferred to the Arizona lÞpartnent of Racing's

various Pari-Mutuel Funds. Revenues and monies rmexpended at the end of the frscal year shatl be deposited into the state
General Fund-
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Trble t

Anou¡t
T¡rer

Sales and Use i2,1O3,275.2
Income - Individr¡al 1,511,059.4

- Fed- Retiree Project (17,474.5)
- Corporation ,148,039.0

- Urban Rev. Sharing (218,543.3)
Property 188,296.4
Lunrry 73,253.0
lnsurance ll4,l5E.0
Motor Vehicle License 149,366,9
Estate 54,208.0
Other Taxes 2-453.2

Subtotal - Taxes

STATE OFARIZONA
GE¡ÍERAL FI'I\I)

STATEMENT OF PROJECTED BAIIE REVENTIE
JLBC STA¡T ESTIMATE

(3 Thousends)

A¡trral-FVfOOÁ ForecÀst - FY 1997 Forecast - FY 1998
o/o

ChaqgÊ

6.8
o.5

(30.r)
7.5

6-3
5.4

(l.l)
', 1

l3.l
I l.l

(6s.0)

(14.0)
9.7

34.8
(10.e)

7.9
2r-7

(17.8)

|2,212,000.0
1,609,¿S00.0

(56,200.0)
480,q)0.0

(257,800.0)
45,100.0
68,400.0

t2s2oo-o
165,700.0
51,100.0

2-600.0

31,ü)0.0
45,800.0
57,400-0
3,300.0

101,126.0
7,100.0

q6-180.0

s2,371,q)0.0
r,818,700.0

0.0
¡188,0m.0

(305,000.0)
40,1æ.0
63,600.0

152,,$00.0
170,900.0
56,400.0
2-7N.O

21,m0.0
47,700.0
36,400.0
3,200.0

,tó,400.0

0.0
8a-7q4.0

(17.6)
1.9

(28.1)
(3.0)

(24.6)

0.0

(14.0)

3-5o/o

o/o

Aao¡¡¡t ChaqSÊ Anor¡¡l

o/o

ChaqSe

2.t
7-3

(Ee.0)
r.0

13.0
(e.l)
(6.4)
l1.9
2.3
5.1
0.0

(17.7)
)',

(l 1.8)
0.0

(3e.2)
(4.2\
(6.6)

Amount

o/o

Cbe¡84

Non-T¡r Revenue
Lottery
Licenses, Fees, Permits
Inter€st
Sales and Senices
Tra¡sfers, Reimb., & Misc.
From BSF Due to 5% Cap
Disproportionate Sha¡e

5-2 S2,259,4ü).0
6.5 1,726,6W.0

22t.6 (6,200.0)
7.1 ,185,q)0.0

lE.0 (29t,2N.0)
(76.0L 41,m0.0
(6.6) 64,(X)0.0
9.7 140,100.0
10.9 169,500.0
(5.7) 53,700.0
6.0 2-6û).0

25,500.0
46,800.0
50,6ü).0

3,300.0
61,500.0

6,E00.0
8e-7q4.0

4.9
5.3

0.6
4.7

(2.2)
(0.6)
8.8
0.8
5.0
3.8

4.408-0q1.3 4.7 4-445-500-0 0.8 4-644-500.0 4.5 4-858-800.0 4.6

32,747.1
¿14,089.5

50,323.9
3,248.3

52,6X¿.4
2,205.6

6a-666-t

(5.3)
3.9

t4.t
1.6

92.2
22t-9
3E.l

Sub,total - Non-Tax Revenue 254-q02-q 341- 6.0 34.t 28ø.-2a4.0 (16.9) 24ø.-444.0

Tot¡l B¡se Revcnue fd.6?--qe42 I4JEZJ06.0 JJy! $4^92E 794.f1 JM! 15.1012940
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THE ARIZONA BUDGET STABILIZATION TUND

Backeround

The Budget Sabiliz+is¡ Fund (BSF) for Arizona was passed

during the 1990 Third Special Session (A.RS. S 35-144).
The ñ¡nd is adminisæred by the State Treasurer, who is
rcçonsible fortasferring General Fund money into and out
of the BSF as required by law. The BSF is designed to set
rwenue aside during times of above-tend economic growth
and to spend this revenue during times of below-tend
grourttr- It is designed to provide revenue stabilization across
atlpical business cycle. Under the economic formula which
drives the Budga Stabilization Fund, the fust paymant into
the fund was required in FY 1994.

The principle behind Arizona's formula-driven Budget
Sabilization Fund is to mi¡ror changes in the Arizona
economy. State economic history has shown thæ when üre
A¡izona economy has expanded rapidly, the total sate
p€fsonal income was one of the best measuref¡ of that growth.

ïhe Formula

The determination of the amormt to be 4propriaæd to
(deposit) or tansferred out (withdrawal) of tüe Budget
Sabili"ation Fr¡nd is made using a fonnula based upon total
annual Arizona personal income (excluding tansfer
payments) and adjused for inflæion. Essentially, when
annual growttr is above trend monies are deposited into the
BSF, whereas, when growth is below tre¡d monies a¡e
withdrawn from the BSF.

The A¡izona Economic Estinates Commission (EEC)
ddermines the annual growth rate of inflation-adjusted toal
state personal income, the trend growttr rate ov€r the paS 7
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 time frame.

Key features of the Arizona BSF can be summarized as

follows:

o The deposit into üre BSF (or withdrawal from the BSF) for
a given fiscal year is determined by comparing the annual
growü ræe of inflation adjusted Arizona Personal Income
(,AnD for the caleridar yea ending in the fiscal year to the
Eend growth rate of inflation adjusted AZPI for the most
recert seveî years (see Chart l2).

o If the a¡nr¡al growür ra¡e exceeds the trend growth rate, the
excess multiplied by General Fund revenue of the prior
fiscal yeæ would equal üre aÍiount to be deposited into ttre
BSF (see Chart l3).

r [fthe annual growth r*e is less than the trend growth rate,
the deficiericy when multiplied by the Gener¿l Fund
rwe,nr¡e ofüre prior ñscal year would equal the amount to
be withd¡awn from the BSF (see Chart l3).

o By a two.thirds majority, the Legislanue, with the
conclur€nce of the Govemor, can decrease a dçosit or
increase a withdrawal.

Appropriations lDepositsl to BSF

The Economic Estimaes Conmission reported (May 2,1994)
that the fint pay-in would be required in FY 1994 in the
amormt of $78.3 million. This pay-in was, as expectd due
ûo the shap improvement in A¡izona's sconomy in 1993 as it
recovered from the long, slow period in the national and
Arizona economies.

Several requirenents were specified by the Legislanre for
ñnding the BSF in FY 1995. These included the requirement
thæ any "excess" ending balance (above S107.2) from FY
1994 be us€d to re,pay the "K- 12 Rollover" an{ thereafter, to
make the required de,posit to the BSF (Trigger #l). This
rcquir€rl€ritwas satisfied and $68.4 million was deposiæd to
theBSF. Inaddition, any total General Frmd revenues above
54237 .l million in FY 1995 were eligible for deposit as long
as the total deposit for FY 1995 did not exceed the asrount
called for by the BSF formula (Trigger #2). Based upon
strong A¡izona grourlü in 1994 as compared to the 7-year
moving ayerage, the formula called for a $178.8 million
d€posiL When conbined with the S68.4 million deposit from
Trigger #1, the toal of $178.8 milliòn was deposiæd to the
fi¡nd in FY 1995. The ending balance in the BSF was $225.0
million.

However, the 1995 Legislæure decided to change the
maximr¡m balmce in the BSF from l5% to 5olo of revenues in
the current fiscal year. The result is that ttre BSF is now
*cappd" or is at its maximum level. In fact, when interest
eanings ae credited to the BSF, it can become slightly over-
fuidd against the new 5% limit This happened in FY 1995
and FY l9!b and $1.8 million nd$2.2 million were actually
üansferred back into the General Fund. These excess
earnings are expected to continue in FY 1997, wheri $7.1
million is expecæd to rev€rt to the Gerieral Fund.

Table I I shows the actual deposits to ttre BSF for FY 1995
and FY 1996 as well as estimates for FY 1997 and FY 1998.
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Teble ll
ESTIMATED CHANGES TO THE BUDGET STABTLIZATION FT.]ND

FY 1995 THROUGH FY 1999
(Amouns in Dollars)

Actual
FY 1995

Actu¡l
FY 1996

Estimate
FY 1997

Estim¡te
F^Y 199E

General Ftmd Revenues
So/oLinttt for BSF Balances

V,463,733,N0 $4,,163,600,600

$ 223,1E7,000 s 233,039,45
$4,780,306,000
$ 236,555,fi)0

$ 4,921,994,000
s 246,099,700

BSF For¡rula Recommended
Deposit or (Withdrawal)

BSF Beginning Balance
s 178,817,000

$ 42,146,ü)0
$ 223,196,380
$ 223,18ó,600

$ 84,866,000
$ 233,130,000

0

$ 240,470300

Acn¡al Deposit
Ach¡al Deposit

Toal Deposis

0 0 0

0 0 0

Estimated Interest Rate

Estimated Interest Earnd
Ending BSF Balance

$ 4.036.403

s 224,999,000

Amount Reverted/Deposiæd to
Gerieral Fund $ 1,812,400 s 2205,600 $ 7,100,000 $ 6,800,000

Adj usted Yee r-End Bel¡ncc LZ¿:!J&¡600 L2:FJ:l0J!tr $U!!'{ZOllD UtltS:19'200
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ARIZONA BUDGET STABILIZATION FUND
DEPOSITS, WITHDRAWALS AND FUND BALANCES

¡INULAT¡OX ACTUAL CIflTAlE
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