FY 2027 STATE GENERAL FUND BUDGET SUMMARY

The FY 2027 budget is based primarily upon the actions of the 57th Legislature's 2nd Regular Session. On June 13, 2026, the Governor signed into law the FY 2027 General
Appropriations Act (Laws 2026, Chapter 126) as well as 15 other budget-related bills for the fiscal year beginning July 1, 2026.

Revised FY 2026 General Fund Budget

e The enacted FY 2027 budget has projected total FY 2026 General Fund revenue of $18.52 billion. This amount includes:

= A beginning FY 2026 balance of $1.37 billion.

= A3.1% increase in net revenue.

= Tax reductions of $(440.9) million to conform with the federal income tax revisions enacted in 2025.

= $157.6 million in transfers from various funds into the General Fund.
e The enacted FY 2027 budget has projected FY 2026 General Fund spending of $17.74 billion. This amount includes:

= Supplemental spending of $200.8 million including Medicaid formula revisions of $104.7 million for AHCCCS and $82.8 million for the Department of Economic

Security.

= Ex-appropriations of $(32.1) million, primarily from lower-than-expected Arizona Department of Education funding formula costs.

e Based on these revenue and spending projections, the ending FY 2026 cash balance is now estimated to be $774.9 million.

FY 2027 General Fund Revenues
e The enacted FY 2027 budget has projected total FY 2027 General Fund revenue of $18.33 billion. This amount includes:
A beginning FY 2027 balance of $774.9 billion.
A 3.7% increase in net revenue.
Tax reductions of $(281.1) million to conform with the 2" year of the 2025 federal income tax changes and related provisions.
$44.5 million in other ongoing tax law changes including a lower cap on Corporate Low-Income Student Tuition tax credits as well the repeal of tax credits for
new employment, refundable research and development expenses and pollution control equipment.
A one-time change through FY 2029 to provide $(50.0) million annually to local governments for the cost of infrastructure improvements related to new
manufacturing facilities.
A one-time change through FY 2029 to suspend the Transaction Privilege Tax exemption for data center equipment purchases. In FY 2027, the provision is
expected to generate $12.0 million.
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FY 2027 General Fund Spending
e FY 2027 General Fund spending is projected to be $18.29 billion compared to $17.74 billion in FY 2026, or an increase of 3.1% based on the following assumptions:
= $796.3 million increase in ongoing spending primarily due to formula spending adjustments and other changes.
= $(254.9) million decrease in one-time net spending from $1.21 billion in FY 2026 to $952.1 million in FY 2027. Net one-time spending includes savings of $(23.8)
million for a 2.5% operating lump sum reduction for multiple agencies as well as $(37.8) million for the ex-appropriation of funding prior to FY 2026.
e The main changes in FY 2027 General Fund spending are delineated below by agencies and function of government.

General Fund and Budget Stabilization Fund Balances
e Based on $18.33 billion in revenues and $18.29 billion in spending, the projected ending FY 2027 cash balance is $43.8 million.
e Apart from the General Fund, the Budget Stabilization Fund will have an estimated balance of $1.7 billion in FY 2027.
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Long Term Projections
e AR.S. §35-125 requires that the General Appropriation Act delineate the revenue and expenditure estimates for the budget year and the following 2 years. The
expenditure estimates are based on statutory revenue and funding requirements. FY 2028 revenues are projected to be $18.29 billion compared to FY 2028 spending
of $18.26 billion. This would result in a cash balance of $26.7 million in FY 2028.
e FY 2029 revenues are projected to be $19.17 billion compared to FY 2029 spending of $18.92 billion. This would result in a cash balance of $244.5 million in FY 2029.

Education

Department of Education (ADE)
e ADE General Fund spending increases by $194.8 million, or 2.4% including:

= $(67.6) million for FY 2027 public school enrollment declines. Total public school Average Daily Membership (ADM) is projected to decline by an estimated (1.6)%

to reach a level of 1,036,000 in FY 2027.

= $154.2 million for Empowerment Scholarship Account (ESA) growth in FY 2027. This amount assumes total ESA program enrollment reaches 113,602 in FY 2027,
or 10,711 above estimated FY 2026 enrollment of 102,891.
$167.2 million for a 2.0% statutory inflation adjustment of funding levels for the per pupil base level, transportation, and charter additional assistance.
$(36.2) million in net savings due to property tax growth from new construction, offset by increased Homeowner's Rebate expenses.
No net change to continue one-time funding for the Free and Reduced Price Lunch (FRPL) Group B weight and Additional Assistance. This funding becomes
ongoing in FY 2028.
= The budget includes a General Fund ex-appropriation of $(31.9) million in FY 2026 for lower-than-budgeted Basic State Aid costs.
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Arizona Department of Administration/School Facilities Division (SFD)
e SFD General Fund spending decreases by $(33.8) million, or (9.6)%, including:
= $(33.8) million for a net one-time decrease in new school construction costs. The budget funds a total of $106.9 million for new construction, including the
completion of 3 FY 2026 schools and additional funding for a previously-approved Agua Fria Union High School project.

Universities
e University General Fund spending increases by $18.6 million, or 1.9%, including:
= $(21.6) million to remove one-time funding and make technical adjustments.
= $(16.6) million for one-time operating lump sum reductions.
= $57.3 million for statewide adjustments.
e Fall 2025 enrollment increased by 3,347 full-time equivalent students, or 1.5% above Fall 2024, for total enrollment of 224,911.

Community Colleges

e Community College General Fund spending increases by $5.1 million, or 4.9%, including:
= $6.1 million for formula adjustments.
= $(1.0) million to remove one-time funding.

e The Community College funding formula is based on student counts from 2 years prior. FY 2025 rural district enrollment increased by 1,441 full-time equivalent
students, or 5.7%, for a total rural enrollment of 26,809. Including the Maricopa and Pima districts, total enrollment increased by 4,663, or 5.0%, to 98,472.
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Health and Welfare

AHCCCS General Fund spending increases by $202.2 million, or 7.4%, including:

=
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$141.1 million for formula adjustments, including an (10.3)% enrollment decline in FY 2026 and (2.5)% in FY 2027 plus a 14.1% adjustment in capitation
payments in FY 2026 and 3.0% in FY 2027. The enrollment decline is the result of base demographic changes and program modifications required by the federal
H.R. 1 legislation and the state FY 2027 Health Budget Reconciliation Bill.

$100.0 million to backfill the one-time use of Hospital Assessment Fund in FY 2025 and FY 2026 to defray General Fund costs.

$50.0 million to backfill the one-time use of Prescription Drug Rebate Fund for AHCCCS services.

$10.2 million one-time for 75.0 FTE positions associated with H.R. 1 provisions related to eligibility verification.

$(109.2) million to remove supplemental and other one-time funding.

The budget includes a FY 2026 $104.7 million supplemental appropriation for higher-than-budgeted capitation adjustments partially offset by lower caseloads.
AHCCCS enrollment is projected to be 1.61 million recipients by June 2027. This level represents a (42,000) decrease, or (2.5)%, from June 2026 and a (232,000)
decrease, or (12.6)%, from June 2025.

Department of Child Safety (DCS)
DCS General Fund spending increases by $33.2 million, or 6.8%, including:

=
=
=
=
=

$36.9 million to continue one-time congregate care funding for another year.

$9.2 million for extended foster care, including $1.0 million for a caseload increase and $8.2 million to continue and expand extended foster care coaching.
$9.8 million to continue one-time funding for Guardian system maintenance.

$(38.3) million to remove other one-time funding.

$13.7 million for statewide adjustments.

Department of Economic Security (DES)
DES General Fund spending increases by $175.0 million, or 8.9%, including:

=
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$243.9 million for Developmental Disabilities (DD) formula adjustments, including a 6.2% enrollment increase in FY 2026 and 5.0% in FY 2027 plus a 5.7% adjustment

in capitation payments in FY 2026 and 3.0% in FY 2027.

$17.9 million to continue one-time funding for home and community-based services for high-need DD clients.

$31.8 million for a federally required increase in the state share of the administrative costs of the Supplemental Nutrition Assistance Program (SNAP).

$10.8 million one-time funding for 88 FTE Positions to reduce the SNAP error rate.

$44.8 million to continue one-time funding for child care subsidies.

$11.5 million to backfill federal victims of crime act funding used for Adult Protective Services (APS).

$20.9 million to continue other one-time DES funding, including $5.0 million for the Area Agencies on Aging (AAA), $3.0 million for out-of-school child care, $2.0
million for the produce incentive program, and $3.0 million for civil legal aid, $6.1 million for increased contractual costs for DES’ legacy mainframe system, and
$1.8 million for the summer food benefit program, also known as SUN bucks.

$(212.5) million to remove supplemental and other one-time funding.

The budget includes a supplemental of $82.8 million in FY 2026 for the Developmental Disabilities program.
Medicaid Developmental Disability caseloads are projected to grow to 52,098 by June 2027. This level represents a caseload increase of 2,481, or 5.0%, above June
2026.
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Department of Health Services (DHS)
e DHS General Fund spending decreases by a net of $(1.9) million, or (1.5)%, including $3.6 million to continue one-time funding for the Arizona State Hospital and
$(8.9) million to remove one-time funding.
Criminal Justice/Public Safety

Department of Corrections (ADC)
e ADC General Fund spending increases by $100.7 million, or 6.4%, including:
= $55.8 million for health care federal injunction costs.
= $24.0 million to continue a one-time 4% FY 2026 correctional officer pay increase as ongoing, including $3.8 million for private prisons.
= $32.6 million to backfill non-General Fund monies that are shifted elsewhere or are no longer available.
= $(34.4) million to remove one-time and supplemental funding.
= $19.2 million for statewide adjustments
e The budget includes a supplemental of $4.1 million in FY 2026 to fund filled correctional officer positions.
e The systemwide May 2026 prison population was 34,761, a decrease of (790) or (2.2)% below June 2025.

Judiciary
e Judiciary General Fund spending increases by $12.2 million, or 7.0%, including $10.5 million for county probation salary increases previously funded with federal
monies and $2.2 million for judicial salary increases in January 2026 and January 2027.

Department of Public Safety (DPS)
e DPS General Fund spending decreases by $(4.2) million, or (1.3)%, including:
= $9.3 million to backfill federal victims of crime act funding.
= $(18.7) million to remove one-time funding.
= $4.5 million for statewide adjustments.
Natural Resources

Department of Environmental Quality (DEQ)
e DEQ General Fund spending increases by $17.0 million including $15.0 million to backfill a one-time use of the Long-Term Water Augmentation Fund for the WQARF
program.

Department of Forestry and Fire Management (DFFM)
e DFFM General Fund spending increases by $10.7 million, or 22.7%, including $10.0 million for one-time wildfire suppression funding.

General Government

Arizona Department of Administration (ADOA)

e ADOA General Fund spending decreases by $(1.7) million, or (5.2)%, including:
= §7.0 million for a one-time local distribution to county sheriffs and $3.0 million for food bank capital assistance.
= $(12.0) million to remove one-time funding.
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ADOA - Automation Projects Fund (APF)

APF General Fund spending increases by $11.4 million primarily for the Medicaid Enterprise System IT changes.

Attorney General (OAG)

OAG General Fund spending increases by $7.8 million, or 28.2%, including $8.4 million for coordinated reentry assistance to counties.

Secretary of State (SOS)

SOS General Fund spending decreases by $(8.0) million, or (29.9)% including:
= $4.0 million one-time for 2026 primary and general election funding plus a $4.0 million FY 2026 supplemental (for a total of $8.0 million).
= $(12.0) million to remove FY 2026 supplemental and one-time funding.

State Employees — FTE Positions and Health Insurance

The budget decreases the Total Appropriated Funds Full-Time Equivalent (FTE) ceiling by (488.4) FTE Positions in FY 2027. This amount includes a reduction of

(1,056.0) to eliminate vacant unfunded FTE Positions. These adjustments brings the total FTE Position ceiling to 54,431.1 in FY 2027.

The budget includes a decrease of $(194.8) million from the General Fund and $(45.9) million from Other Funds for the removal of a one-time FY 2026 state

employee health insurance subsidy. In its place, the budget includes an increase of $324.7 million from the General Fund and $80.0 million from Other Funds for a

new one-time employer health insurance premium subsidy. The figures for both years include funding to backfill University Tuition employer contributions.

= The budget also created a new Health Insurance Trust Fund Oversight Board to approve changes to the state employee and dental insurance plans. By 2035, the
Board is required to design policies to reduce the employer share of premium costs from 93% to 85% and to create a reserve balance that is twice the health's
plans "incurred but not reported" costs.

Capital
The budget includes $10.0 million General Fund and $47.4 million from Other Funds in FY 2027 for building renewal at ADOA, ADC, Arizona Game and Fish
Department, Lottery Commission, and Arizona Department of Transportation.
The budget includes the following previously approved capital funding from the General Fund in FY 2027 and FY 2028 as part of the FY 2026 3-year budget plan:
= $30.0 million in FY 2027 and $76.0 million in FY 2028 to expand I-10 between SR85 and Citrus Road.
= $49.0 million in FY 2028 to continue funding construction costs related to a SR 347/Riggs Road overpass.
The budget includes a $(20.4) million decrease in FY 2027 General Fund spending to lapse prior year capital funding due to project surpluses.

Debt
At the end of FY 2027, the state’s projected level of lease-purchase and bonding capital obligations will be $5.61 billion, including $732.2 million from the General
Fund primarily for the Phoenix Convention Center and the universities. The associated annual debt service payment is $599.4 million, including $97.5 million from the
General Fund.

Statewide Adjustments
Besides State Employee Health Insurance, the budget includes $15.8 million from the General Fund and $5.8 million from Other Funds for the following statewide
adjustments: risk management, AZ360, vehicle fleet replacement, vehicle fleet operating, rent and retirement expenses.
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