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JOINT LEGISI.ATTVE BUDGET COMMITTEE

The Joint Legislative Budget Committee c¡as fi¡st established on April ?5,1966', pun¡uatrt to Laws 196ó,
Chapter 96. Thereafter, Laws 1979, Chapter 1E7 expanded and altered the Comninee membenhip. The
Committee members are:

Represenøtive John Wettaw,
Chairman - l99l

Representative Carmen Cajero
Representative Ruth Fskesen
Representative Leslie lVhiting Johnson
Representative Mark Killian
Representative Dave Mc€arroll
Represenøtive Bob Mclendon
Representative Polly Rosenbaum

Senator Jaime Gutier¡ez
Chairman - t992

Senator Lela Alston
Senator David C. Bartlett
Senator A- V. 'Bill' Hardt
Senator Armando Ruiz
Senator Carol Springer
Senator Alan Stephens
Senator Doug Todd

a

The primary powers and duties of the Joint Legislative Budget Committee relate to ascertaining facts and
making recommendations to the legislature regarding all facets of the state budget,'state revenues and
expenditures, future fiscal needs, and the orgâni"ation and functions of state govemmenL

The Joint I-egislative Budget Committee appoints a Director and Chief Execr¡tive Officer who is
responsible for providing staff support and sound technical analysis to the Committee. The objectives and
major producs of the staff of the Joint Legislative Budget Commirtee a¡e:

Analysis and Recommendsdons for the Annu¡l State Budgeg which are preserted in January of
each year;

Technical, anallrtical, and preparatory support in the development of appropriaüons bills
considered by the legislature;

An annual Appropriatíons Repott which is pubtished shortty after t[e budget is completed and
provides detail on the budget along with a further eyFlana¡is¡ of legislative inteûq

Support to the Joint Committee on Capitat Revieff with respect to all capital outlay issues
including land acquisition, new construction, an<t building renewal projects.

Preparation of fiscal notes or those bills considered by the legislature having a fiscal impact on the
state or any of its political suMivisions;

Management ¡nd Fiscal Research Reports related to state prograrns and state agency operations;

Periodic economic ¡nd state nEyenue forccasts;

Periodic ¡nnlysis of econonic ac{ivity, state budget conditions, and the relationship of one to the
other.
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January 22,LW¿

The Hono¡able Jane Dee Hull
Speaker of the House
and
The Honorable Peter Rios
President of the Senate
Søte Capitol
State of Arizona

Dear Speaker Hull and President Rios:

On behalf of Senator Jaime Gutierrez, Representative John lVettaw, and the Staff of the Joint Legislative
Budget Commiftee, it is my pleasure to t¡aûsmit to you and the enti¡e 4ûth Legislature of the State of
Arizona" our Budeet Analvsis and Recommendations for Fiscal Year 1993.

I believe you will find numerous, innovative wa],s to conlâin @sts, limit the gros¡th of General Fund
spending, and provide for a more seicure financial future included in these recommendations.

Our recommendations are contained in th¡ee volumes:

This Summary of Recommendations and Economic Revenue Forecast:
An Anallais and Recommendations book, which contains recommendations, by agency,
and by program;
A Non-Appropriated Funds booþ which provides an elçlanation of those funds not
subject to legislative appropriation

The Staff of the Joint l-egislative Budget Committee looks forward to working n'ith you, the Senate and
House Appropriations Committe€s, and the entire 4(hh Arizona Legislature in developing the state budget
for FY 1993.

-
A- Ferris

Director and
Legislative Budget Analyst
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REVEI{T]ES AND YEAR.HYD BAI,AI\TCES

JLBC
E¡æilirc Stsfi Dificrcoce

($ Millionr)
REVENUES:
.Balia¡cc Fo¡rerd
.Basc Ro¡eouc¡
.Di¡ProPortion¡æ Sbû€ Fu¡d
.Olhcr Rcvror¡c¡
.Govcr¡odg locomc Tq Cut
Subtotal - Rcven¡¡c¡
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. AHCCCS
. Dept of Ecooomic Sæ¡rity
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. C.oonu¡ity CoUctc!
. Cor¡¡l¡
. Dcpt of Rcveouc
. Dcpt of Public Safety
. All Othcr

TOTAL

EXECUTIVE SI,]MI\,ÍARY
FTSCAL YEAR 1993 . GEI\IERAL FT,]ND BT]DGET

JI,BC STAI|:F RECOMMENDATION

OVRYIFW

Ag¡inst a beckdrop of continucd uncenaiaty rcg¡rding thc f¡¡tr¡¡e ounc of thc U.S. a¡d Arizon¡ cconooic¡, ¡hc JLBC $ffi þ s¡cc ¡oain

r€coEmc¡di¡g s tiglrt budgpt thst d€ not require ¡ r.? iDs'Gelc Neverthclc¡+ ¡he Staõ-¡eooocodcd bt¡¡l8et L rcoc $98 millis¡ grç¡¡6¡'tha¡ the

Govcr¡of¡ bqdgcr It ia higbcr bcca¡¡¡c rrc Eor! fully fuDd ocíai¡ ¡¡¡tuloty Ealdstct, Prin¡¡i¡y for K-12 Educerioq C.onmu¡ity Coüege!, and

AI{CCCS. The additional rEs)t¡¡oc¡ cnabliag u! to do rc are largely a¡r¡ibut¡blc to: l) a Fseeouc foreca¡r ù¡¡ i¡ $¡1 millioo highcr th¡n ¡þ6

Gorcr¡od$ and, 2) oot including a 160 millio¡ i¡coEe ls c¡¡t" at rccoEEcndcd by thc Govcnor.

In facr, for 9 of 74 Geocrsl Fund agcncicr (51%), tbe JLBC St8fi recomncod¡tir¡o i¡ locr tha¡ thc AowmoÇ ¡¡d for 34 of 74 ageocics (46%), the

Sr^rr ¡æmocndarioo i¡ lo*rr tù¿¡ thci¡ Ft LC9Z appropriatioo" Sooc t99 oillio¡ of tbc higbcr ¡Pcoditrt for FY 193 i¡ for K-12, Coonunity
GU.g.", úd AHCCCS. The JLBC St.çf ¡ccoomcldation for tbc Î{oo-Big 1ü ageocicr b aarully t10 million ltû lhåû thc Gcpetlor.

't
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MAIOR FACTORS BEEIND CHANGE IN GU{MAL FUND OPERATING BUDGETS
DITT'ERENCE TROM W ß'92

DcprrOcnt olEdsüon 0939 Mllllon
. Bås€ Adjustneots - Fu¡d FY 1992 Shortfall tl72
. Sh¡deal Growth (?52 lreut preschool hadicapped 56.6

studeûts, 75571 ¡ev elementary studcûts, 1,6(X)
ncry hioh school stude[ts)

. 1% GNP Dcû¡tor 2lA

. Reduced Tlomø¡en'Rebate¡ Buydown (5.4)

. Decr€a¡c in E¡dowment Revenue 3.1

. E¡rpqnd Prr¡chæl Pilot Program 1.0
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. Other Adjustments 0.9

AEOCCS 9a79 Mtlllon
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. Fund SVfr of. Acl¿vl Srudeor Growrh
. lacrea¡e in Equalization Aid
. Eco¡omic Development Tnini¡g
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I'r 1993
COMPARISON OF MÀTOR POLICY ISSIJES

Tl¡¡sfco Eligibility froû Couoty to S¡ate to
F¡h¡nce Enmllncot iD Fcd€rsl Prograns at a

Saving of $12 Millioo

Adds ¡14.9 Million for L6.4% Gltthaú3.6%
BcoeEt l¡qeacc

. Adds Sl05 Million for Ncw Scrvices, S33
Million for 45 Conmunity Gcriatric Bcds
. Alloca¡a S25 Millio¡ of DSH forASH Capital
and Opcrating Nccd¡ ¡¡d t11.6 Million to Oñct
Bch¡rrioral Healtì G€ßcral Fhûd budget

. Cootinue Roll-Ovcr of 31425 Million

. Fu¡d 17,429 Pupil Growth ¡t $5ó.6 Mllion

. Fund 196 I¡flation Factor at $21.8 Million

. Fu¡d Sr¡dden Gnrsrh and Rapid Der.ü¡e al 64%

. Defi¡e Capital Gainr as Erycndable lncome

. B¡oadcn l¡€tocntß to lncludc Equitics

. Retain curr€ot Capits¡ Outlay Funding Formula -
Dcfcr Schedulcd Inqea¡c to FY 1994
. Fr¡nd 12 FTIIE Grtnlth añl% Inf¡tion

. ElimiDåt€s 6() Bord€r Impoction FIEs a¡d Adds
15 FïE's for Intcrior Inspocrions

. Adds $3 Million for Job Tlainint

. Adds t142,2þ for Foreip Trade Offices

. Fu¡d Shift to FIURF, S5 Million; CIEB $1.0
Million; a¡d RICO, $200,000
. Reduce Tate-Hooe Vehiclcs and Helicopter
Service for tl Million ravings

. Fvnd 45% of Both DOA a¡d Universitie¡' BRF

Adds No Fuading for F"l 1993 above øisting $25
Million Appropriation

. ]l&2 Million l¡qea¡c in Geoeral Fu¡d
Operating Budget
. S30.8 Million Surplur65.4 Million Budget
Stabilization Fund Pry-In
. 78 FTE Pcition Incrca¡c

. $4.9 Mllion cùangc in Property aad Casualty Ins
Prcm- Ta¡ Gedit ¡Dd S2E Million hom DOR -
C-en¡rally Ass€lscd Property Ar¡ditors

2 Ageocicr lliminql6d thlougb Co¡¡olidation for a
savings of $331,ü)0

. Sã Millio¡ for 313ü) pcr FTE oc 4% Genazl
Adjusrmeot, on 1-1-93 (Mid-Year)
. $4 Million a ¡¡¡r¡g¡tc Highcr Heatth and Dental
In¡u¡a¡æ Cat¡ for Enployecs.

No Gcocral hf,stion; 5% Medical

Chå¡Bc 31f p€r !q. fL R€nt to All Ag€oci€$ Added
S65 M ofÈct¡ Gco. Fu¡d Capital Budget

JLBC STATT'
RECOMMEI{DATION

. Fund ?ß% of DOA & ll% of Universities' BRF

Adds $45 Millioo for Ff f9ß above aistiag $L5
Million Appropriation

. 318 Million for 1.75% Geoeral Adjust¡D€nt on
7-L-92
. No Provi¡ion for Higher Heallh aDd D€otal
ln¡u¡encc

No Gcncral Infl¡tisq 5% Mcdicat 5% Utilitic¡

Ctarge tll pcr sq. ft. RÊût to only NgS G€û€raI
Fund Agcocies i¡ Statc Spacc

Elini¡atcs Coverage ft 21{,4 yr. old6, qoept
prËgtr¡¡t wone& at a Sæingr of t80 Millioo

Adds $7.8 Million for ll2% Gro¡"th a¡d no B€ûe6t
lncrea¡c

. Add¡ S78 Millio¡ for New Scrvie a¡dizz
Mllio¡ for 30 Connunity Gcri¡tric Bcds.
. No Dbproport¡oDste Sbarc Hcpital (DStf)
PEmcnt Recommcnd¡tion

. Coûti¡ue Roll€ryer of t1425 Million

. Fu¡d 15,162 Pupil Gnrth at $39.9 Mllion

. No Inf¡tion Adjurtmeot

. Fund Sudden Grovth and Rapid Ddine at &%

None

. Elimi¡ate Ca¡ital Outla¡r Aid - $(103) Million

. No Inflation nor FISE Growth

o Elioinates 60 Border Inrpcction FIEb a¡d Adds
15 FTEs for lntcrior Inspoctions

. Add¡ $3 Millio¡ for Job Traiaing

. Adds $280,üþ for Foreig¡ Trade Offces

. Fund Shift to CIEF, Sl Million

EXECIJ'IIVE
RECOMME¡TDATION

. $80.9 Millio¡ Inc¡easc i¡ Gco€ral Fund Operating
Budget
. S24.7 Million Surplur

. 4ó3 FIE Pcition lncæ¡¡e

. $60 Million locome T¡¡ C¡¡

2 fueocies Elimi¡¡ted througb Con¡olidation for a
savings of 344¿500

Bldg. Renwal
Formula

Prcject SLIM

Infl¡tig¡

RentÄtate Space

AIICCCS MN/MI

AFDC

Bebavioral Hcalth
Fundiag

K-12 Roll€ræC

K-12 Ba¡ic Stâte Aid

Peroancnt l¿nd
Fu¡d Invcstment

Community Collegcs

Border Inspection
Stations

Economic
Derclopment

DPS Funding Sbifts

MÀTOR
ISSIJES

Sizc and Soope of
Gcncr¡l Fund Budget

Reræoue Rel¡ted
I¡sue¡

Agency
C-on¡olidations

Staæ Emplqees'Pay
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CURREXYT YEAR G'r p92) BTJDGEÎ LIPDATE

In December 1991, we informed the 40th Legislature that the current year, General Fund budget was

prospectively in deficit by some $7G!)6 million, as æmpared to a projected $51 million surplus at the time
the budget wa¡¡ enacted- This reflected an insurance premium tax shortfall of $38 millio¡ due to insurance
compaûy i¡solvencies, a $37 million lonery revenue shortfall, and a relatively sharp reduction in our
estimate for the sales and use târ of some $48 million Subsequently, the output of the 4th SPecial Session

included legislation to reduce and extend the period of time in which an insu¡ance premium tax credit
could be taken in a way which eliminated the $38 million shortfall for FY 1992.

Also contributing to the curent year estimated deficit are projected supplemental appropriations
requirements for K-12 Erlucation (S1&24 nillion) and AFICCCS ($10-20 millio¡), which are largely
attributable to higher-thanæxpected oounts for the populations they serve.

On the plw side, wrior¡s other estimate revisions, on both sides of the ledger, add $1ô20 millio¡ to the
ending balance.

With the insurance premium tax problem resotved for his fiscal year, the FY I9!2 deñcit has been
reduced to a rarge of approximately $40.60 million. The Governor is currently revie*ing and updating his
deficit forecast and preparing a budget-balancing proposal to submit to the Legislature. If budget cuts are
the preferred option, the size of the cuts could range fiom L.ZVo to 4Vo, depnidilg upon which agencies
are subject to the cuts and which are noL

\ilhen the Governor's proposal is receive{ the JLBC Statrwill aî ly?ß his proposal an4 where
appropriate, reoommend alternatives. Also, by early February we should have final figures on January
L9y2 tax receipts, including the important holiday sales results. December was a surprisin$y strong month
so considerable attention will be given to January results to see whether the deficit forecast needs to be
changed-

1



O\IERVIETV OF TEE JLBC STATT'RECOMMH\TDE)
GEX\IERAL FTJIYD BT]DGET FOR FISCAL YEAR 19q}

fuuse Stzfrtbty Mandats ate Mote Fuþ Fwtdd, tlv JLBC StaÍiBudget ¿r ,t9S.5 MíllÍon lfrglør
Than Govermo¡b and 5.87o Ahve Ff n92

Because of differences in our rqrenue forecasts, our assumed gains from the AFICCCS disproportionate
share plaa and the Governofs propoeed income tax cuq the JLBC Stafr budget incorporates some $1O4.5
million more revenue than ¡þs Gwernor. As shwn in the balance sheet below, the additional rwenu€xr
are primarily allocated to agency operating budgets (an additional 3{13.3 million), srate employee pay (an
additional $7 millis¡), the fi¡st required palment to the Budget Stabilization Fund (S5.4 mittis¡), a¡d ¿
higber ending balance or contingency (an additional $6.1 million).

Tbe greater lwel of operating budgets generally reflects higber fun<ling of statuory mand¿tes in seve¡al
large agencies. In terms of individr¡al agency opcrating budges the major difierences of JLBC Staff over
the Governor are: K-12, +$35.7 millio¡ (with $21.En lot a lVo inflafie¡ adjrstment); AFICCCS, +S49.7
million (we do not concur with the Goveraofs $fÐ million MN/I\{I cut); Comnunity Colleges, +$14
millio¡ (we do not recomnend eliminating capital aid of $10.3m). For the 'non-Big 10'agencies raken as
a group, the JLBC Staff recomnendation is $21 million below W L992 and $9.7 millio¡ below the
Executive recomnendation The JLBC Stafi recommendation would leave some A o174 agencies with
smaller General Fund budgets in FY 1993 than they had in FY 199. Furthetmore, the JLBC Stafi
reæmmendation for 38 agencies (over hal$ is lor¡er than the Governo¡,s.

FY 1993 GENER/4L FUND BALANCE SHEET

E (ECREC JLæREC
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Trtc ILBC St$ Rømmendd htdpt lù Ff U% is Basd llpn Fotæastd Reynuc Gm*h of
8151,5 MíUían" o¡ 4.3Vo

Although both of our economic forecasts can be characterized as 'lackh¡ster", the JLBC Staff forecast of
revenue is $30.9 million higher trran the Governor's estimate. This reflects our forecast for slightly more
income and job growth for Arizona han contained in the Governor's forecasl Howwer, because of
anticipated gains fts6 our recently enacted AI{CCCS disproportionate share plen, ouf total General Fund
resources are expected to further grow by $102 million iD FY 1993. While the combination of r€venue
growth and disproportionate share gains provides an overall increase in resources of $253.5 millio& these
same resources are just $18ó.5 millio¡ greater -rtân curent appropriations for FY 19fZ This d.istinction is
important, becar¡se the current year revenues are forecast to fall $63.5 million short of the budget
projection and, accordingly, the first $63.5 millio¡ of rerrenuc growth in FY 1993 will be necessary just to
support the base level of fun<ling of the prior fiscal year.

Numb¡ of Full-Ttme Equívalent Pasìtíotts Essentiaþ Flat

Aside from additional positions in the Department of Correctiotx¡ to open facilities which are coming on
line next year, and positions in AFICCCS to attend to their fast-growing caseloads, most agencies would
experience flat or declining FTE counts. In terms of total appropriated funds, total FTE positions would
increase by 78, or UIÙ o1. LVo. The Executive recommends an additional 4ó3 FTE positions, t l.2Vo
increase.

STATE EMPI.OYEE COMPENSATION

State Emfloyæ Pay Wonld Insease ú Míd-Yu¡ (January 1,1993)

The Governor has proposed that $18 millio¡ be appropriared to provide a l.75Vo increase for state
covered employees effective July 1, 1992. "I\e JLBC Staff, on the other hand, recommends that the sum of
$ã million be appropriated to provide a mid-year pay increase for all state employees. This would allow
t¡s to do far more fot state employees whose pøy increases wa the pa* 5 yeøs lnve avtaged jurt 23% and
lwve trailel thc other 4g-state Ø'erage of 4.7% (based upon an annual JLBC survey of all 50 states).

In fact, as show¡ in the table below, the average state salary increase of.L3Vo has trailed the average
inflation rate of 4.5Vo, tæulti¡g in a lo,ss of ptuchasing pwer of over 10% furing tlu past 5 yeøt. This is iD
sharp contrast to the Fyeat period from FY 1984 throug! FY 1987, when the average salary increase of
6.2Vo exce¡j¡ed the inflation rate of 3.2Vo,leaving an average "realo gain in income of.3Vo per year. The
dramatic difference is due, io part, to the fact that the earlier increases were effective on January 1st and
mid-year increases are viewed as oosting half as much in the year in which they take effect Beginning in
FY 1988, the increases were effective on July lst" which has [¿fl a dampening effect on the size of the
increases since then.
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JLBC Stafi Rmmwùs Add¡t¡orral 84 Míllbn lor Slate Emfuyæ HæIth and hntol Insurantæ,
Govermor Rmmnends No Additíotul Fwdíry

The JLBC Staff reoomnends sening asi<te $4 million from the General Fund to oover an estimated 5Vo rlet
increase in state employee health and dental rates. V/e do not recotnmend any change in the søte
employee contribution level. The Executive is providing no funding for rate increases as it belier¡es
favorable negotiations with health insurance carrien will result ia no net increase in costs. However, in
the event that do€s not occur, the added funds in the JLBC Staff recommendation will help mitigate the
effect of the increased premiurns on the employee share of costs.

HE/4LTH & WELFARE

Gwennr Wotid El¡miltøtc Elígíhílíty lor TtceTttírds of AIICCCS Md¡ully-NdylMdfunlly Ind¡gent
(MNIMI\) - ILBC StS Rmnnends Shifrílg Ail Elig¡bílítt Dermhtation 10 tt c State

The Governor has recommended resricting AIICCCS eligibility in the Medically Needy/I\{edicalty Indigent
(ìft.[ÂÁI) Program to pregnant women, children up to age 21, aind individuals aged 65 and over for a
savins of S80 million. The JLBC Staff opposes the Executive proposal as it does Dot actually reduce
escalating health care @sts, but instead shifts the problem to counties and the private sector.

The JLBC Staff is proposing a structural change to the eligibility determination process that will help
medmize the enrollment of AFICCCS applicants in federally supported g¡oups. The Staff proposal would
consolidate all eligibility work with DBS, moving MN/MI eligibility determinations from the counties to
the state. Evidence collected by AÉICCCS in a preliminary survey of county MN/I\{I case files indicared
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'hat about l5Vo of. those cases could have been enrolled in a federal categorical gloup. The Staffhas
estimated Det General Fund savings of $122 millie¡ through noving a portion of the MN/I\,!I population,
a grouP funded entirely with state ft¡nds, to Aid to Families with Dependent Children (AFDC), a federal
categorical gfoup. Savinp would be realized because the federal govemment pap for 6Vo of. the cost of
services received by categorically eligible enrollees, plns the monthly capitation rate paid for AFDC
en¡ollees is half the MN/lvfI capitation rate. Wbile considerable work would need to be done to sort out
issues of adninistrative and residual programmatic oosts between the state and county, it is our
recommendation that ^his proposal be'revenue-Deutfal' for the counties.

Governor Would Elimhe Schduld 1993 AFDTC Gtwrt htctwse ailI Cap tlu &rsæfor ttc Stur¿b
Gencral Ass¡stanæ Popdatbn øt tlrc Ot¡g¡nal Fy 1992 t evel

The JLBC recommendation provides $3.2 million for a statutor!,3.6Vo increase in Aid to Families with
Dependent Children (AFDC) benefits. Despite the Legislature's afñrmarion in the September special
session to continue with the annual inflation arljustments authorized under La*s 1991, Chapter 405, the
Governor proposes to repeal the FY 1993 benefit adjustment

Based on reeent caseload data, the JLBC Statr recommendation would fuid 29,677 AFDC recipients, an
increase of.l6.4Vo. The Governot's projected growth oL LL.2VI would seem overþ optimistic, given that
caseload increases have not been below l2Vo stncæ,1986'.

The JLBC Staff recommends an additional $5.1 rnillion and a total of $1E.1 million for the General
Assistance Program- The Governor proposes to frenze the program at its orisinal Fy lggL appropriation
of $12.9 millie¡, which ignores both the projeÆred current year shortfall of $3.6 mittio¡ and the tikelihood
of a double-digt increase in population again nert year. The Governor offers no specific plan to achieve
his proposal. Most likely, his proposal would require a W, or ?ßSVo, cut in monthly benefits or a ?-7ffi
reduction in recipients, or some combination of benefit cut and caseload caps.

MN/MI Enrollment is lt% of the Total
AHCCCS Pon¡btion but 45% of ttte General

Fund Budget úor AHCCCS Acute Gare
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The JLBC Staff recommendation provides an additional $10.5 million for the Chronically Mental$ Ill
(CMI) and $3.3 million for 45 community geriatric beds to reduce the Arizona State Hospital (ASÐ
population The Governor included a $7.8 million increase for CMI services, and $22 million for 30
community geriatric beds. In total, the JLBC Statr recomnends $3.8 million more than the Governor.

In addition, the JLBC Staff recommends another $25 million above the Executive for other behavioral
health-related services-$2,(X)0,(X)0 for capital improvements at ASH and $5ü),000 for operating co6ts at
ASFL The JLBC Statr recommendation also reflects a net General Fund savingp of $11,600,000 through
use of ñ I9y2 and FY 1993 federal disproportionate share pa)¡ments for ASFL The Governor did not
address the use of these funds.

CORRECTIONS

Both thc Gwernor and ILBC StúiRØrnrrøtd As¡tg Øttúiotts Fund Money to F¡nanæ tltc Gtowth
of tlw Oepamwu\ AperuthS Budpt ¡n Ff 1993, and b Use Lase-Purcluse FíMttcÍng to Ønstrud
New Prison Beds -- ILBC StoÍiM Not Indt¿dc Governorb Prívatìzttbn hoposal

The state prison population is growing at the rate of approximately 90 per montbo or nearly 1,1(X) inmates
per year. Currentl¡ all prisons are operating in excess of their capacity and the women's frcilities, in
particular, are badly overcrowded- This continued growth has placed a major fimncial burden on the state,
such that General Fund resources are no longer sufEcient to sr¡stain the required annual operating budget
To bridge the gap, both the Governor and the JLBC Statr ¡ecommend:

- Closing 3 correctional release oenten¡. Savinp from these closures will be used to make additional
space anailable for the more serior¡s criminals. The Southern Arizona Correctional Release @nter
would be converted to a women's prison to alleviate the female overcrowding problem-

- Appropriating $15 million from the Corrections Fund to furd the increased operating costs of the
state's prison system, thereb¡ sving the General fund a like amounl
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- Constructing 1,050 new prison beds; 250 for women and E00 for men. This construction will need to be
financed through the use of Certificates of Participation (COP) if the Conections Fund monies are used
for the operating budger The future rwenue stream from the Corrections Fun<l (beginning in FY
1994) can serve as the repayment mechanism for the COP's. The state has a statutory obligation to
incarcerate convicted felons sentenced by the courts. Although revisions to the Criminal Code to reduce
prison populations are envisioned by some, any changes enacted n t992 are unlikely to reduce the
anticipated growth of our prison population over the next 2 yea$.

The JLBC does not oonsur, howeveç with the Governot's proposal to oontract for 200 release-to-custody
(RTC) beds and 250 DUI beds at a otxt of $4O per day per inmate per facility. Insteaq we provide
additional funds for ¿ higher average daily population, and leave the policy issue of prinate prison beds up
to the l-egisliature, as an authorizing bill is required-

EDACATION

frte JLBC St$ Rmmrrßrrds 835.7 Míllíon Morc Tlun tlp Gwer¡n¡ for K-12 Eduúbry htdttdhg a
17o Infubn,4djustment, thc Sanc as Fl 1992 - Govermor Rmmtuends No hflatìon,adjusnwt.

Full funding of the formulas for K-12 education has become increasingly difEcult To help balance the FY
198E state budget, the I-egislature deferred $56,100,000 in Basic State Aid pa)¡ments to the following fiscal
year. The "rollover'has been continued and increased in each succeeding year, until it reached
$142500,000 in FY 1991 where it has remained for the last 2 yean. The graph below indicates the effect
that the rollover has had on General Fund appropriations for K-12 In essence, while the rollover was
increasing, it was absorbing increases due to student growth and declining assessed value growth. Since
the rollover has been maintained at a constant level, growth in students has acf,€lerated and assessed r¿lue
growth has disappeared necessiøting even larger General Fund appropriations. In effect, in both FY L9y2
and FY 1993, the state is having to finance tOOVo of. the increased cost of equalization
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The JLBC Staff recommendation includes an overall increase of $99.5 mitlion for Basic State Ai4 which
would fund:

a 1% GNP Price Deflator adjustment at a oost of $21.5 million Fully fuuling the inflation
adjrstment requires $52.7 million aborre the JLBC Staff recommendation The Governot's budget
does not include any GNP Price Deflator adjutmenr
Full student en¡ollment græ'th at a oost of $56.6 millis¡, which would fund an additional 252
preschool handicappe( L5577 elementary students and 1,600 seconda¡y students. The Governo¡'s
budget recomnendation includes approximateþ $39.9 million for student growth- JLBC Statr
analpis indicates that the amount included in the Governo/s budget is approximately $10 million
short of funding his growth assumptions.
64Vo of. the requirenent for'Sudden Groq¡th'and'Rapid Decline'student count adju¡¡tments at a
cost of $125 million. The Governor concunl. Full fun<ling of these 2 adjrstmena requires $7
millio¡ above the JLBC Statr reoommendation.

ILDC Stafr Rmmmends 814.0 þfrIlíon ùIørefor C.omnanþ CdI¿p Than tlre Govertu4for an
hwuse oI80.ø Mìllbn Ovq FI1992.

The Governor proposes no increases in Operating State Aid or Fqualization Aid for FY 1993 and
¡ecommends completely eliminating Capital Outlay Aid -- which amounts to a $10.3 millio¡ reduction in
W 1992. On the other han4 the JIJC Staff recommends:

AIVo inflatiqnary increase and half of the actual totål FTSE growth of.1.3Vo at a cor¡t of $3.2
millis¡, or 4.7Vo in Operating Søte Aid- This method of funding Operating State Aid is consistent
with the method recently recommended by the Joint Legislative Study Conm¡ttee on Qemmuniti
College Finance, albeit at a reduced level.
An adclitional $375300, ot 6.4Vo, for Equalization Ai{ reflecting a proposed change in current law.
[d¿i¡t¡ining Capital Outlay Aid at the FY 1992 approved level
Concurring with the Governor's proposal to provide an additional $3 million of job uaining funds to
the oommunity college districts.
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Staff Recommende $3.6 Million lncrease ln AH --
Governor Propoees $10.3 Million Decrcase
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ILBC Stafr Rømrncrrds,addÍtÍonal Fundíngfor tlp UnÍvøtítírs -- The Govenpr Rmntnends No
Irctease

The JLBC Staff recommends a $5.8 million increase for the Universities, whereas the Governor's proposal
mainl¡ins funcling at the FA t992lwel. The Governor recommends reducing the state's contribution rate
for faculty and staff optional retirement fuom7Vo to 3.59Vo, while the JLBC Stafr recommendation
maintains the current contribution rate. The JLBC Sratr recommendation also includes additional funding
to enhance the qu¡lity of undergraduate education by providing Teaching Incentive Grants equivalent to
2Vo of the FY 1992 Instructional Faculty Personal Services base. However, a 4Vo reduction in personnel
costs is recommended to enoourage productivity enhancements at the universities.

C4PTTÁL OATI,AY

ffu Chary¡rg of Gemal Fund Renttor State-Onnd Spæe |Yould h Râtord k tlr¿ ILBC Stú:
Rmmmendatíory bw Næ in tlp Govermor\

The JLBC Staff reoommends the resumption of charging rent to General Fund agencies for state-ocmed
offrce and storage space. The es ¡mated $8 million to be collected from this charge wiü be deposited into
the Capiøl Outlay Stabili"'tion Account and ¡¡sed to fund the capital outlay re@rnmendations made by
the JLBC Staft In addition to providing a dedicated souroe of revenue for capital projects, chargng
agencies for thei¡ office space increases l-egislative ovenight of state-owned spaoe, by requiring them to be
budgeted for this space prior to absorbing added square footage.

JLBC StSRmmnends Addít¡onal Funding of BuíUùg Renevat Formula

The JLBC Staff recommends $12.9 millio¡ for funding the Building Renewal Formula (BRÐ, more than
double the Governor's recommendation of $5.7 million. However, due to our reoommen<ted policy of
depositing rent charges into the Capital Outlay Stabilization Account (COSA), we are able to ofßet $E
millio¡ of the cost to the General Fund through the appropriation of COSA monies.

ARS. S 41-793.01 establishes guidelines for a BRF, based on the age, size and replacement r¡alue of state
buildingp. This formula wÍ¡s established in 1986 to provide a source of fun<ling foi tne maintenance and

9



repair of state buildingp. Since ia inception, the General Fund share of his formula has been funded at
an average of.45Vo. The Governot's FY 1993 recommendation for the General Fund share of building
renewal is based o¡, LlVo support sf this formula for the Board of Regens and ?ßVo for the Department of
Administration building systeuL On the other hand, the JLBC Staff recommendation for building renewal
is based on 45Vo support of the General Fund share for both buil<ling systems.

REYENA E. NEIATED IS S A E S

ILBC StafrRmmnørds Statury Crungâ to Brwden Invæþttctú Opptîun¡t¡æfor Pernarcnt Fwds
and to htsuse Pryz¿øc htænp

In order to increase expendable earningp from investment of the state's liand endoc¡ment ñrnds, the JLBC
Staff recommends 3 slatutory cbanges, including a Congressional rer¡ision to Arizona's Enabting Act First
is an Arizona statutory change to establish that capital gains from the sale of securities should be included
as income to the Expendable Fund an<t not added to the corp¡¡s of the Permanent Land Fund- This
change is estimated to add $4 million ann¡¡¿lly to the Public Schools Expendable Fund in FY 193. The
income ftom investment of the Permanent I¿nd Fund directly oßets the state's General Fund
conuibution to K-12. The second change requires a rer¡ision to both Arizona statutexi and Arizona's
Enabling Act, one that would permit invesûent of the Permanent I¿nd Fund in stocks and other equities.
Currentl¡ ¡he Permanent Fund may be invested only in interest-bearing securiti€s.

Arløona could realize an additional $Z) million annually by increasing the rate of return on the $500
millie¡ Permanent Land Tiust Fund by roughly 4 percentage points. Indeed" had these changes been in
effect since FY 19&5, and if the portion of the Permanent Fund dedicated to Comnon Schools had an
investment portfolio over the past E years that matched rrat of the State Retirement Fund, the savinp to
the General Fund during the E yean ending in FY 1992 would have been about $114 million.

ILBC St@ Rmmnteús húormfuB Cltanp for Inwanæ hemíum Tax Mi* RdotãI to PmperTy
ad Canalty Guaruty Fund Assæs¡zulen& to Ga¡n 84.9 Míllbn

Sudden and historically large losses in the life insurance industry recently car¡sed the Fourth Special
Session of the ,l0th I-egislature to revise the schedule of tax cedits available to liceDs€d Arizona life and
disability insurance 6smpanies. These tax credits are generated when annual assessments are charged to
solvent Añzn¡a licensed companies to pay the insurance and other cliaims on insolvent companies. The
prwious sjËtem allowed companies to write{ff these assessmeûts at 20Vo per yea¡ for 5 years. The new
las¡ amended A-R.S. S 206192 by lowering the annual credits in the frst years and extending the period in
which credits are taken These new credits arc: 7Vo of assessments in 1991, 9Vo in t992, IlVo in 19q3,
I3Vo in 19614, and 20Vo each year from 1995 to 1997. An administrative decision nms also made by the
Department of lnsurance to defer extraordinarily liarge assessments in 1991 until calenda¡ 1992. The result
is that insurance premium tax rwenues will be about $90 million in FY 1992, and s¡ nnanticipated loss to
the General fund of $37.5 million was avoided-

However, signiñcant problems are now appearing in property and casualty companies. Tax credits for
¡¡ssessments on these companies a¡e still ?ßVo pet year over 5 years. Jr¡st a week after the end of the 4th
Special Session, the Insurance Commissioner informed us of a prospective $4.7 million loss of revenue in
FY 1993 due to the insolvency of Old Hickory Life Insurance, which wrote property and casualty br¡siness
in addition to life products. There måy be other bankuptcies of property and casualty companies that will
inctease this amounL Therefore, the JLBC Staff is recommendin g a tãx. credit rystem for property and
casualty insurers similar to the recently passed statutes for life companies. Such a change would save the
General Fund $4.9 millio¡ in FY 1993.
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Govermorh htætnc Tax Rdudíon Pmpsal

The Department of Rwenue (DOR) calculates that the Governot's income tax proposal will provide $60
million in tax relief for the t992 t¡q. year. The tax proposal çsatains three major elements:

(1) Raise the allowable exemption for taxpayers age 65 or over from $15(X) to $400Q
(2) Maintain the six year phase-in of full medical deductibility as passed by the 40th

I-egislature during the 4th Special Session;
(3) l¡wer all individual income tax rates.

However, the gain in disposable income for Arizona residents will be less than $60 million Because state
income taxes paid can be taken as an itemized deduction on tbe federal income tax return, Ariz)na
taxpayers will have lower deductions an{ in turn, pay more federal income tÐL JLBC Staff estimates that
most filen¡ will itemize deductions. This translates into an ofßetting loss of $14.2 million in federal
income tax savings. In addition, a part of the utx reduction will flow outof-state to non-residents and

Part-year residens who pay Arizona income t¡- This results in a tæt disposable írcotne gain of 844.47
million for Arimna residents that is available for consumption.

While it is likely rhat a tax cut would have a positive economic impaa on our economy, it is doubtful that
the effect would be noticeable. One reaso¡r is that not all the extra disposable income will be spent on
goods and services: many will pay down debts and some will save more, anticipating possible layofß.
Furthermore, not all the disposable income gain will be spent on Arizona businesses. Approximately,lOVo
to ISVo of the inoome sr¿in will be exported outside of the state. More importantty, the tax reduction is
tonr small to change oonsumer confidence or economic behavior. The $44.5 million gain in disposable
income is tiny when compared to our estimate for FY 1993 state personal income of $69 billion: -hís ig
6/100ths of lVo. Arizona's curent economic malaise is driven by a variety of complex factors, most of
which a¡'e dominated by the national sitr¡ation Thus, small state tax cuts or increases, for that matter,
uually cannot significantly influence our eoonomy.

Moreover, there is, in economic tenu¡, an 'opportunity cost" associated with the tax proposal: an estimated
$60 million in state spen<ting for goods and services will be foregone. For example, the JLBC Statr FY
1993 budget recomnendations already underfr¡nds the statutory education requirement by $195.2 million
(by lowering the GNP Deflator to save $527 million, and 6¿i¡--ining the "Rollover'to save 31425
nillion). Yet" the Governor's recommended K-12 budget is $35.7 millio¡ lower than JLBC's.

Finally, another aspect of the tax proposal is the prospective loss of $7.7 million in state r€,venue sharing
by cities and tos,ns. Though this would not oocur until FY 1995, the Urban Revenue Sharing to cities s,as
reduced by the Tax Reform Act of 1990 to keep cities ftom receiving any of the tax increase. A consistent
Poticy for returning a portion of the tar inqease would be to readjust the percenøge of income t¡-
revenues¡ allocated to cities, to hold them 'harmless'from the tax reduction.

OTIIER /SSUES

Govrtor Rmmmends Addítional A.5 ùfrll¡onþr AperatÍon'SLilW--fLBC StúlM Not

The Governor is recomnending an additional $4.5 million be appropriated in FY 1993 for the Statewide
Long-term Improved Management Study ('Froject SLIM'). This amount would be in addition to the $2.5
millis¡ already appropriated for SLIM and the approximate ${100,000 value of the 24 senior level state
employees on loan to SLIlvL In other words, the Govemor is recommending hat total resor¡roes
committed to SLIM be increased to over $7.8 million--an amount signiñcantly larger than the resources
devoted to other studies such as 'Mini-Grace", $1.5 miltion and 'Fiscal ?M,'$600,(n0.
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' The JLBC Statr does not re¡om.mend the additional $4.5 million for the following reasons: First" the
Governor has not provided a budget nor any rationale for the a<lditional M.5 million; Secondly, the ?A
loaned employees and directon of the affected agencies crn be charged by the Governor with
implemenøtion of SLIM recomnendatioru¡, particularty those which are administrative and do not require
legislative action; Thirdly, any SLIM recommendations requiring legislative action will be anaþed by
legislative staff including the JLBC Staff and the Legislative Auditor General and, subsequentl¡ rer¡iened
by the reler¿nt standing comnittees of both houses of the Iægislature -- if implementation monies are
required, they can be provided through the appropriations process; Finall¡ the consultant contract wirh
Coopers-Lybrand for $1J33,000 should entail some implementation responsibÍlities.

Ultimately, to be successful, Project SLIM re¡ommendations will have to be judged worthy of
implementation by state elected ofEcials and state employees will have to make it happen- It is not clear
that $4.5 millie¡ of additional funds neÆd to be provided on top of the $3.3 million alrea<ly committed to
this effort.

ILBC StofrRmmrrunds Addit¡orul $5.1 Míllionlor RÍsk Managensrt

JLBC Staff recomnends Risk Management rates of $45.9 million, an increase of $9.8 million, ot 27Vo
above the F\ 1992 rates. This substantial increase is due prinarily to a significant rise in projected
liability and property cliairß, which has proven to be a rapidly growing problem in the last serreral years.
Arizona is only one of 9 states which does not have some type of limit on such cliaims against state and
local government entities.

The JLBC Staff recommends disuibuting the projecte<l $9.8 million increase proportionally across fund
sourc€s in line with actuarial experience. ,This proposal would cost the General Fund" $5.1 millie¡, Other
Appropriated Funds, $4 millisq and Non-Appropriated Funds, $700,(n0. The Gor¡ernor recommends an
increase of $9.5 millie¡, with only $650,(n0 of the incuease from the General Fund- This artificial cap on
the General Fund contn'bution distors the Risk Ìvlanagement Division's fund allocation qñtem amongst
agencies and funds, which is designed to reflect differing loss experience and actuarially projected claims.

JLBC Støf Forcastfor tlw Btdgd Stùílízøíon Fmd (BSF)

Under our cturent €npectations of a rebound in the eoonomy and penonal income growth in the latter half
of CY t992 a¡d. accelerating throughout CI L993, the first required 'pay-in' to the BSF will be at the
beginning of FY LW3. If personal income gfo\ls as qpecte( the amount of the pay-in is forecasted at
$5.4 nillio4 reflecting estimated growth in our eoonomy that is just bareþ above the 7-yea¡ trend that is
us€d in the BSF formula. For FY 1994, howerrer, the required pay-in is estimated to jump to $60 millio¡,
reflecting the substrntial acceleration of growth being forecasted for CY 1993.

It is important for fiscal planning purposes to note that these required pay-in's must be appropriated to
the BSF at the time the General Appropriations Bill is enacted. Thereafter, an adjustnent can be made
the following year based upon EEC calculations and initiar reporrs of CY l9l2 Aizn¡a Personal Income
from the U.S. Department of Commerce.

For an orplanation of the history and operation of the BSF, please refer to the Table of Contents sf this
rePort.
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Calculatíon oltlrc Stotc þpopríøtìotts lÅmíttor Ff /993

Article DÇ Section 17 of the Arizona State Constitution establishes a limit on state appropriations. Under
this limit the appropriation of certain state revenues tnay not exceed 1.L8Vo of Arizona Personal Income
(a slightly different percent iD FY 1992, pursuant to Chapter 296, Laun of 1991). A preliminary
assessment of the JLBC Staff Recommended FY 1993 bu<lget and the State Appropriations I imit 5¡ggssts
that appropriations subject to the limit are at least $4{X) milliq¡ below the linir

A detailed estimate will be prepared and will be transmitted to the legislature wirhin two weeks.

Futtdìttg Shß

To help formulate a balanced General Fund budget for FY 1993, the JLBC Statr have recommended a
number of funding shifts to ofßet General Fund dolþn. Some of the major funding shifts a¡e shown
below:

Ooeratins Budsets
.AHCCCS--Shifi. tSVo of MN/Mls to Federally-Matched
.DES-Dev. Disabled Client Conve¡sion to Fed LTC

--Fed Funds from 6th Cottage at Coolidge
.Courts-Unclaimed Lottery for Cr Appointed Special Advocates
.DHS-Use AFIS Disproportionate Share Payment Fund

--CRS Increased Title XD( Match
.Youth Tleatment and Rehab--Federal Title XD( Match
.Corrections-Use Corrections Fund for Incr. Operating Costs
.DPS-Further Shift to HURF Monies to Fund Highway Patrol

--Fund Shift to CIEF for AZFngerprint ID $ntem
-Fund Shifr to RICO for Aviation Activities

.State Parts-Use Portion of State l¿le Tmprovement Funds
to Operate Vfater-based Parls

Caoital Outlav Budset
.Building Renewal Formula--Use Capital Outlay Stabilization

Monies from Charging Rent on State-Ocmed Buildinp as
a Funding Source for BSF

$ Milrions)
s tz2

3.9
0.9
0.6

11.6
0.7
0.6

15.0
5.0
1.0
o.2

1.0

E.0

Accordin$¡ when considering the JLBC Staff recommendation, it is important to note those agencies
whose budgets are actually Larger when viewed on a 'Total Funds" basis. Most notable are the operating
budgets for the Departments of Health Services, Corrections, and Public Safety, as follo*s:

($ Milrions)
Chanse from FY 1992

Asenc.tt
Health Services

General Fund
Total Funds

Corrections
General Fund
Total Funds

Public Safety
General Fund
Total Funds

JLBC

$1.s
13.2

(1.s)
13.5

Ditr

$(8.7)
3.4

0.0
15.0

(1.s)
(1.s)

(s.2)
0.0

(2.0)
(0.7)

(7.2)
(0.7)
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TOTAL

ALL OTHER

pEPT OF PrrBLrC SAFETY

DEPT OF REVENT,E

couRTs

coMMt NITY COr r FGES

DEFT OF HEAI.]TI{ SERVICES

DEPT OF CORRECTIONS

DEPT OF ECONOMIC SECURITY

Ar{cccs

I.JNÍVERSITIES

K-l2

AGEYCT

3,512,W1m]

g,tz44ú
6,tæ,5ú

50,Nf2,Ð

716g¿n

85,888200

19E¡æ',m

255,V25,M

359,1ã5m

370,ó/,5,m

533,988,7(x}

13O5J39rtæ

w Lrn
Appropdetlon

3J93,659,5(x)

ut,7t3,5ú

4,L76,N

¡ß,7m,(m

73,7ú,m

78,5022m

T9,0Ú.1,7æ

É5,t25,m

374,L255æ

3ææ1300

53,988,700

13ó5,77t,100

Fr 1993
E¡cottvc

l¡conæ¡drtlo¡

3,676,9893m

4W,W
38,93ó,üB

48,4933æ

76241fi

92J,Or,ffi

?,tù.3r9,7û

253531,N

ns$so.?,o

418J?s¡m

59,82E¡m

1,401,45¡,9100

FT 1993

JI.BC St¡fi
Rccomæ¡d¡üon

83329.Eæ

(9,668,6ü¡)

(s2Æø,

(ø7æ)
?lr444æ

13,999,,m

(q74¿m)

(1,4942m)

94,7æ

49,688Jm

5"839,7m

3it,68i¿,8ü)

f64,18ó,,100

(¿083500)

(7,1&7Jm)

(¿4O8,900)

3,614,400

6,613,m

15173m

(1,494¿00)

Ls,9A,7ú

47,929,m

5,&lg,7oo

95,921,1m

N l)lffcrlæ
JLBC.
w [rn

TEÌ{ I,ARGESIT Gn{ERAL TUND AGEI{CIES
FT 1993 JLBC STATT'RECOMMEI{DATION

COMPARISON WTTE ETECUTTVE RECOMMEhIDATTON A¡ID NI Y'N APPROPRHTIONS

JLBC STAFF v! EXECUTIVE RECOMMENDATION
OOLLAR CHANGE FROM FY 1992

S in Million¡
105

go

75

60

45

30

15

0

-15

AHC
cc9

DES DH9 cc

t-l ¡Lec ñNN execur¡ve

-14-

-2
-7 -7

-2 -2

16 rs

9E

4E

2
10 7 6

o
6

K-f 2 UN|V DPS OIHER



FI'LL.TTME EQT TVALENT POSITIONS - TOTAL APPROPRTATED FUITII)S
TUY IARGEST AGEI{CfF'S

F'T, 1993 JLBC STATT' RECOMMEI{DATION
COMPARISON WN,H HIECIJTIVE RECOMMEI\IDAITON AND FT U'92 APPROPRHTIONS

y E¡cc¡¡tivp rpcooncod¡tion ha¡ bcco adjr¡¡tcd tor æEp.r¡bility witb tùc JLBC St¡fi recoomcod¡tion

JLBC STAFF v! EXECUTIVE RECOMMENDATION
FTE C}IANOE FROM FY 1992

FTE¡
500

400

300

200

100

o

- 100

-200

-300
UNIV DOC DES DHS AHC

cc3
DOA DYTR OÎHER

t-] ¿¡-ec NN\ execulve

1tr- aJ -

77.æ

81.60

3ql.m

1E.70

057.ót)

(%.7s)

(5.80)

(3s.E0)

77.n

(31.00)

(67.00)

(ee30)

# Dlllcreæ
JLBC.
w L:lrv2

(6.00)

(z8o)

5E.70

(35.00)

(67.æ)

573ù.

(38s2e)

x5a0

(c240)

18.90

(323.05)

(s).74)

ñ7SO

586.10

$ß.m

nE37.Ot

Fr 1993

JIJC Sbí
R¡connc¡¿

13,43.10

ó,455.40

3314.00

16ir7.r5

L,62L.ú

1,611.æ

r24Lú

95650

ßp,.s

t33973ù

3Ðs.10

3,000,I)

1,710-g)

1,617.q)

t244Ð

897.n

ó/.2l,0

653.10

sz|s.n

Fr 1993

Èccuttrc
R:conænd. !

6,4Él;1il

37,75921

133sr50

6,úLû

3Ðss
?&4.æ

l,7t73t

1,61ó.9¡

rzn.n
t7&70

63t50

ó53.r0

5,4l2SO

w rrn
E¡ün¡rc

AHCCCS

DEPT OF ADMINISTRATTON

DEFT OF YOUTH TRTMENX & REI{AB

ALL OTITER

TOTAL

IJNIIY'ERSITIES

DEPT OF CORRECTTONS

DEPT OF TRANSPORTAIION

DEPT OF ECONOMTC SECI.JRITY

DEPT OF HEALTI{ SERVICES

DEPARTMENT OF PI'BLIC SAFETY

DEPTOFREVENTJE

AGE{CT

o419

78

165

46
a2

-31-7

-190

-67-97
-158



GEhIENAL TUND SIIMMARY

ESTIMATE

GEITBALG'OVNNMENT
ADMINISTRATION, DEPARTMENT OF
ATT1ORNEYGENERAL
COMMERCE, DEPARTMENT OF

Court of Agpeals
Comm onAppellatc a¡d Tri¿l Courr Appts
Comnicsio¡ o¡ Jud¡ci¡l Co¡duct
Superior Court
Suprene Court

COI'RTS -TOTAL
GOVERNOR" OFFICE OF TTIE
GO\/ERNOR . AFFIRMATTVE ACTION
GOVERNOR-OSPB
I.A,W ENFORCEMENT MERIT SYS COT.JNCIL

Sc¡atc
Houre of Reprcsentatives
Legislative Council
Joint Legislative Budget Committee
Auditor Getrer¡¡
Library, Archivcr & Pr¡blic Records

LEGISI.ATI'RE - TOTAL
PERSONNELBOARD
REVENUE,DEPARTMENTOF
SECRETARYOFSTATE
TAXAPPEAIJ, BOARD OF
TOURISMOFFICEOF
TREASIJRER. STATE
I.JNIFORM STATE T.AWS, COMMISSION ON

îOTAL. GENNAL G'IOVRNMn{T

EEALIEANDWELFARE
AHCCCS
ECONOMIC SECURITY, DEPARTMENT OF
E}ÍVIRONMENTAL QUALITY, DEPT OF
HEAL-TI{ SERVICES, DEPARTMENT OF
HEARING IMPAIIIED, COUNCIL FOR TT{E
INDIAN AFFAIRS, COMMISSION OF
PIONEERS'HOME
RANGERS'PENSIONS
VETERANS' SER\¡ICE COMMISSION

TOTAL. EE.üTS AND WEX,FARE

INSPECTTON AI{D RDCI'I.ATION
AGRIC. EMPIJOYMENT RELATIONS BD.
AGRICI.'LTT'RE DEPT. OF
BANKTNGDEPARTMENT
BUILDING AI{D FIRE SAFETY, DEPT. OF
CONTRACTORS, REGISTRAR OF
BUII.ÐING SAFETY, DEPT. OF
CORPORATION COMMISSION
INSURANCE, DEPARTMENT OF
LIQUOR LICENSES AND CONTROIT DEPT.
MINEINSPECTOR
OSI{AREVIEIVBOARD
RACING, DEP.ARTMENTOF
R.ADI,ATION REGUI.ATORY AGENCY
REALESTATEDEPARTMENT
}I'EIGI{TS AI{D MEASURES, DEPT. OF
BOXING COMMISSION

44o\ffi 23,0.;4ßt,7û 2,/1¡765,N

(2ß,m>
14m0

(206100)

G70¿00)
(15,000)

(ã9,$0)
16,100

t200)
(172¿.4m) +x\1m

49,688500
yù4,7ú

(840J00)
(8,742,000)

(600)
(1300)

(167300)
0

t4.7û
ûg162,'0 6d,tó5,tm

FY

ui,ns,ffi
t7.7lt30/t
3,746,,ffi
7,w,w

3J00
t:18,6(þ

53,911,000
10,645,800

Ð(ECREC
FY 1993

30,61}6,100

l7,1g,m
4fÛ]Ðo
82175t0

3J00
138,600

9,6?ß,7û
lo,7tzffi

JLBCREC
FY 19ql

z8,5l9,fn
18,01t6(xt
3540Ðo
8,012,800

3500
19,900

573fú,4N
t0,73.,7æ
762473t0
3J5E500
al,7ú

14y,M
41,100

5,!r¿o(n
7,145"E00

2,59t,100
1,735,000
7,46¿,0im
4,f69.7û

29,47t,ffi
?4,49

ß,4y3,N
437efoo

686,000
5,63),700
3241eú

8.ffi

418J75,8û)
n5,0fi,fo
1r,1æ,400

znp.3ß,7û
195m
156,4¡3

?-648,4û0
eJ00

751.8{X)

168,(n0
grw,7ú
2,424ffi

0
0

6118,100
sJn,W
3,154000
1,917,800

621,1æ
9,100

L5048p0
0

2,7923no
t,ßl5æ

51,800

DITT
JLBCOSPB

DIFF
JISC-FY 1992

T¿ß1eA0
336e,'0

zu,7û
\43r,m

41,800
6210,9û
7&Ð0
16n$0
\Cß,M
7zsù:tto
4,T2SJû

73,700,900

336eÐ0
AN

6,968,900
41,6û)

5,yn,w
7,(B5,goo

2;v2g
\6'ß30o
7,nE,?m
4.ytJ.M

1?5,600

9,ú9,N
143sÐo

0
0

6AX),M
4W,W
3,3ÍJl,M
1,985,3ü)

583,100
9,100

44r0,000
gg'1,ffi

¿800,000
¿158,300

42,5A0

1%,M
18e300
11,469

(4534500)
(500)

0
0

(sroo)
61,700

(56Ðo)
(263,7æ\

(7,600)
?x.'4p¡¡

(6,600)

0
0

(11,300)

Ø,Lû
(æ5,400)
(67500)
38,(Xlo

0
nffi

(en$0)
Q,7û)

(1e0,E00)
9300

D,yzl,lû
216,,o

9,glJ,¿,W
2649,tú

gx,M
5,mN
3,13,900

4w

3'0,645,900
359,125J00
tl,ñ19æ

19818ü¿400

æ3,0m
1591800

A653"oo
9N

751,800

L75,ffi
9,944800

35eeÐ
¿800¡00
3,847,W

0
4r8ó11800

3,ß4700
\qnm

560J00
9,100

?pz,ffi
w,w

z,ffi,ffi
4L67NnN

Ð,735,W
?;L6,4g¡

4t,?00,m0
4550,000

701,000
5,E59.óln
3Øp0

æ.ñ0

368,89t300
n4,l?s,fi

11,948,9(þ
D,06.1,7ú

æ0,100
157,7ü)

2ß15,7ú
e500

7nJæ
943,953,9m 967p43,9n L00tt19,700

(¿086,900)
zffi,7ú

(1ø3,000)
(m4,7û)

0
1¡00

1Tn,7ú
4ra0

1543,600
3043fl)

(2fb,400)
?8.800

0
rpæ

3,4,/,5,M
88,9m

3ó14,400
r89,300
17,fl10
3,000
(700)

(38,900)
(n45oo)
(53,700)

6r:tú
ztt3p0
(55,4O0)

(44eJ00)
t4N

(44æ,900)
1,7EJ.,7û

(10,400)
(87,6æ)
109,000

7ú

47,yÐW
15,%,7ú

(4%500)
15r7300

(3500)
(3,400)
(5,000)

3m
0

(7,600)
(847,100)

(1,170,6(n)
(2r8oo3oo)
(3"847,900)

6,41E,100
265Ð0
6e3m

Q4Ð0t
51,6ü)

0
1103æ

(937,800)

(76300)

Ge,?m)
u,ffi
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GE{ERALTUND SITMMARY

ESTIMATE
Fttcv2

$,000
e32&m

EKECREC
FY 1993

JLBCREC
FY 1993

DIFF
JLBC.OSPB

DIFF
JLBC-FY 19Y¿

(50.000)

(1ø2,9n)
0 0 0RESPIRATORY CARE EXAMINERS BOARD

TOITAL. INSPECTION & RDGTJI.ATION

EDUCATION
ARTS, @MMI!¡SION ON TIIE
COMMI.JNITYCOI I FGES
DEAF AI{D TIIE BLIND, SCT{OOL FOR TT{E
EDUCÁTION, DEPARTMENT OF
HISTORICAL SOCIETY, ARIZONA
HISTORICAL SOCIETY, PRESCOTT
MEDICAL STI.,DENT I]OANS BOARD

Board ofRegcots
UDi\,€Gity of ArizoDâ - Mei¡
University of Arizona - Medici¡e
Arizo¡s State University - Ma¡¡
Arizo¡a Statc Univerrity - lYest
Norther¡ Arizon¡ Univtrrity

I.JNWERSITIES -TOTAL
T(}TAL.E)UCAITON

PR(yIECTTONA¡fDSAFETY
CORRECITONS, DEPARTMENT OF
CRTMINAL ruSTICE COMMISSION, ARIZONA
EMRG. &MILTTARYAFFAIRS, DEPT. OF
PARDONS AND PAROTI,S, BOARD OF
PUBLIC SAFETY, DEPARTMENT OF
YOUTIT TREATMENT REHAB., DEPT OF

TOTAL. PBC'IECIION AND SATETY

TRAI{SFORTATTON
TR.ANSPORTATION, DEPARTMENT OF

NATI'RALNESþTIRCES
E}ÍVIRONMENT, COMMISSION ON THEAZ
GEOI¡GICAL SUR\1EY, ARIZCTNA
I.AI{D DEPARTMENT
MINES & MINERALRESOURCES, DEFT.OF
PARKSBOARD
WATER RESOURCES, DEPARTMENT OF

TÛTAL . NAITIRAL REIÐTJRCES

AGE{CYTOTAL

I-csc Prior Sc¡¡ion Approprietioor - OSPB
OPR,ATING BT'DGEtr T(}TAL

37¡t0,fn 342$,tm G,uó¡m)

13sej00
85/888rm
ß3n$0

r305539,800
3219,000

517J00
1,000

6,757,W
zþ,608,700
45,470,500

181,?14,100
n,496,fr
71,941,9æ

533.98&700

100500
621,41¡

8,1493m
3õr,(xlo

5,636,8q)
t7-70s.m

t374,700
18,5Û2Ð
14,483Éoo

1365,778,100
32s\ú0

517300
1,0ü)

7,100,4{X)

t99,ß22ñ
4s2Ástuo

184557,000
26,75t,W
T1ßà0m

533'988,700
tgvt,wffi

1,306,700
92J01,Ø
14,951,700

l,¡101,460,900
3235,800

510,100
1,0ü¡

6,898,200
mt,9t4,ffi
452ß,4ú

184,13iij00
n,Lú9,4t0
74,4T1,4N

539.828.4æ

(68,000)

13,999,4{0
ß7,W

35,682,800
(17,000)

QN)
0

@2Æ)
?pe,N

18¿00

u78J00
117,fl

1,745,4û
5.&t9.700

(52,Eoo)

6'613'¡100

1,637W
95g¿t,lû

16"800

(7,400)

0

t4r,,o
1,305É00
(1&7,100)

Z42l,m
(tn]ú)

¿485,500
5"88ì9.700

rp{+r3+2oo

255,t25,M
2Jm,(no
4,VB:tú
1,996,000

ß,Læ.,ffi
n%t.ffi

255,VÌS,M
2,000,000
4Ø300

. 1,996,700

4,t76W
28-T2r-9l0,ù

100,900
715,N

8,14ffi
0

4,626,ffi
11.4163þ
24,tn¡.,ffi

159+90rrs00

253,531,[o
¿000,000
4,læ.3[o
\sn,m

3E,q36,000
8.3a3.'O0

(1,494p00)
0

GO3,0o0)
t0,700

(s240Ð0)
lÏ¡&znl

6N
(89,100)
(68500)
613,600

78,500
l39ãþ)

(1,494p00)
(500,000)

49,ffi
81,4¡g

(7,1C7J00)
tsfl.1ml

1É1796,Nt 55t9'7,6tþ 1t!9p62,tn0

33t666,{0O :Il6r{6gn 3p,l}5t 6{n O,09+9(n) (9,614100)

dr¡300 7l,lxl0 6t9,flo (Lru¡ 4fi

10?,100
626,1ú

8,054,100
613,600

4,705,100
11377.100

6,ffi
4,7æ

(e5Ðo)
n4,ffi

(931,700)

l3zl.r00)
24s'12,Ùo

3,5r2r0¿900

25,$3rroo

167t2:¡9Jm

stt1,500

t3,3ZDr00

0
tî_129fn

(t 116!r,100)

ró5,434.ln

(121),mo)
1641t6.{n

-

0 11250.m0ì d250.tmì
15r¿S¿90O 3,593,659500 3,6769t9¡O0

EEæ
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OTEER APPROPRIATED FT'NDS STJMMARY

GU{ENALG()VENNME{T
ADMIMSTRATION, DEPARTMENT OF U
ATTORNEYGENERAL
COLISET'M AND EXPOSITION CENTER
COMMERCE! DEPARTMENT OF
SIJPERIOR COI.JRT
CTOVERNOR" OFT'ICE OF Tl{E

Seo¡re
House of Reprcsentatives

LEGISI.ATUR.E -TOTAL
IJOTTERIARIZONA
RETIREMENTSYSTEM

Î(}TAL . GE{RAL G.OVN¡¡MEXYT

EE/\LIBAT{DWU,FANE
ECONOMIC SECURITY, DEPARTMENT OF
ET.TVIRONMENTAL QUALTY, DEPT
HE å¡-*TH SERVICES, DEPARTMENT OF
VETERANS' SERVICE COMMISSION

ÎOTAL. EEALTH AIIID WH.FANE

TNSPDCTION AI{I' NæUI.ATION
AGR¡CI LTUR4DEPT. OF
CORPORATION COMMISSION
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THE U. S. ECONOMY

F f ú91 in Review

The fiscal year ending June 30, 1991 was disappointing. National economic growth had already slowed as
that year started- The National Bureau of Economic Research has looked back at the statistics and said,
indee4 the first recession since 19&2-1983 began in July 1990, jrxt as the fiscal year opened- Then, the
Gulf War and a Large number of uncertainties taced oonsuners. Cons'mer confidence plunged at the
fastest rate in at least 20 years after the start of the conflicl The growth rate of consumer purchases
slowed and then declined.

Real Gross National Product (GÌ.IP), adjusted for infl¿¡io¡, increased at a sluggish annr¡al rate of l.4Vo t¡
the third quarter (July through September) of 1990, but then declined LSVo in the fourth quarter primarily
as a result of the uncertainty created by the Iraq invasion of Kuwair It declined again by LSVo in the first
quarter of 1991 when the brief Gulf lVar transpired- It rose only O.3Vo in the second quarter as the state
fiscal year ended- Tbvo out of the four quarten were negative. As the year passed, the reoession was
sustained mainl¡ by varying degree ftom quarter to quarter, by declines in consumer purchases of durable
goods, especially autos, continued wealmess in an overbuilt commercial oor¡struction sector, and reduced
spending on inventories by businesses. These depressed proñts led to rapidly rising unemplqrment

Consumer and business uncertainty increased during the year because of wents other tban jrst the Gulf
War. In an effort to reduce the federal budget deficit, Congress passed tax increases in late 1990, the first
tims this had happened in a weak economy. The Soviet Union's e,oonomy was un¡aveling, and it appeared
chaotic" The German unification process q/as becoming more difEcult and expensive than promised-
Finally, there were questions about the health of thè [J.$. þanking system and the arrailability of credit for
business, a soqlled "ctedit crunch', which many people still believe is a problem today.

The Gulf V/ar ended decisively ftom the U.S. military point of view in early 1991. It uas hoped that with
500,000 victorious troops returning home, oonsumers would be in the mood to resume spending but this
was not the case. While oonsumer oonfidence rose sharpþ immediately after the end of the War,
consumers were not ready to stan spending. In fact, oonsumer and business confidence resumed their slide
to levels below the locñ established at the start of the Gulf War. High debts left over from the 19BOs and
nervor¡sness about jobs kept consumers from naking major purchases such as autos or hogsing. The rate
of unemployment had been 53Vo at the beginning of the fiscal year, but had risen to 6.8Vo as the fiscal
year ended- Real GNP ended the fiscal ye:rt l.lVo lower than at its start; and, on average, therc was 0.2Vo
negative growth during the fiscal year (see Table 1).

The Outlook for ÍnY 1992

W IWz has been off to a better starl The average length of all recessions since WWII has been 11
months. Starting ftom July 1990, this would have put the enq of the recession about May or June of 1991.
In fact" the Bureau of Economic Anaþis now believes that May of 1991 marked the trough of the decline.
Real GNP grew at 2Vo pt annum in the third quaner of 1991, being the first quarter of the fiscal year.
This ¡¡'as welcome nenn, but nonetheless a somewhat disappointing performance. The first quarter of
growth of real GNP ooming out of the typical post WWU recession has been in the 4Vo fo 6Vo raÃgte.

The consensus of economisls is that GNP growth in the fourth quater of 1991 was l.8Vo or less. Auto
and houing sales have been disappointing so fa¡ in this reoovery. While most economists believe the U.S.
eoonomy will not go back into recession, there are conoents about a prolonged, anemic U.S. recovery.
After rebounding sharply after the end of the Gulf War, oonsumer sen iment has weakened in recent
months. Some of the most discouraging nens has continued to come ftom the employment sector, which
is barely growing out of the recessionary levels of the past year. Major corporations have been announcing
large payroll cutbacks on a weekly basis. Strong economic growth is probably going to wait until the rate
of job growth increåses, and the timing sf ^his is uncertain with some of tne struaural changes going on in
U.S. industry.
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Economic growth, although presently weak, is still expected to continue for the nLext 12 to 18 months for
several reasons (S€e Chan 1). Business inventories are beginning to pick up from low recessionary levels.

Most of the growth in GNP in the third quarter of 1991 was due to inventory buildup by companies.

Aggregate real personal incomes and consumption started to gr(Ne again, but growth rates sbrted to slow
as the fourth quarter progressed though. Consumer confidence has weakened but is expected to inctease
with the reaovery but at a slower pac€ than hoped for earlier. (See Chart 2).

Thlor other a¡eas favorable for a sr¡stained reoovery are the inflation rate and exports. The Consumer Price
Index is now increasing at about 3.6Vo pet year. The Producer Price lndex for the calendar year ended
1991 actually declined abolt0.SVo, the first decline in many years. An increase in inflation in the ooonomy

is not elrpected because of the cr[rent oversupply of oil, and moderate increases in food costs. This low
rate of inflation should ontinue over the next year. Exports should also æntinue to show strong growth
due to the wealoess of the dollar against many major cwrencies. (S€e Charts 5-7).

The apparent loss of momentum in the reoovery in the fourth quarter caused the Federal Reserve Board
to cut its discount rate from SVo to 4.5Vo oa. November 6th- The "Fed' further surprised anal,'sts and the
pubtic when it slashed the discount rate a full point to 3.5Vo oî December 20. This is the lowest rate in
2E years, since 19ó3. This has caused the interest rate for 'federal funds', short term funds loaned between
banl¡s, to decline to the loç'est levels since about that time also. The result is that almost all interest rates,
especiaüy the important home mortgage rates, have declined to date and may continue to fall further. (See

Chart 6).

It is hoped that one result of such low interest rates could be a boom in refinancing of home mortgages
over the next year. Indeed, recent evidence shouß the volume of refinancing to be 4 to 5 times higher
than two years ago. Refinancing mortgages at lower rates will increase the amount of monthly cash in
many homeownen'pockets by $100 to several hundred dollars, depending on the original mortgage
interest rate and size of the mortgage. This extra money may be r¡sed for extra purchases that will start to
sFmulate the economy by late spring. A negative side of the decline in interest rates is that persons living
largely on interest earningp have seen their incomes decline recently.

The 'Fed' has found itsef in a quandary now. The federal deficit continues to grow and may reach $360
billion for the fiscal year that started in September. Because of the federal deficit problen, monetary and
interest rate policies are the main tools used to attempt to move the eænomy. The Fed has been easing
interest rates steadily for the past seteral years while slowing the growth of the money supply. Some
people have blamed the slow growth of the eoonomy on a slow growth of the money supply. However,
money supply growth has increased in the last two quarteni. (See Chart 5.)

New unemployment claims are still running at a very higù level. Capital spending by business has turned
positive but is still barely growing. Investment in new commercial construction is currently at the lowest
level since ln+^79. Real estate sales and the property market in most parts of the U.S. are still very slow,
althougb reoovery in the residential sector is probably only a quarter or two auay (see Charts 9 & 10).
The Administration thinks interest rates should continue to decline.

Commercial banks remain reluctant to loan to anyone but the most creditworthy customen. They are
teking advantage of lower interest rates to earn a large spread betq'een the oost of their funds and loan
rates. These profirs help them to make up for pa¡¡t loan mistakes and also help restore their balance
sheets and ratios to conform with what regulaton want today in order to make them more competitive in
the near future.

As mentioned above, a debate continues about the "credit cruncb-' The growth of borrowing by consumen
and corporations has been very low Howwer, this is probably not one of the major reasons for
continuing economic wealoess. It is true that banks have been placing a greater p€roent of their assets in
government bonds, but this is because loan demand has been low in a weak economy. Borrowers and
lenders alike a¡e cautior¡s today. Many U.S. þ¡nks, including some of the largest" currentþ have high
levels of loens rhat are not payrng as originalty agreed, which might result in losses. The result is that
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lenders have been cautions, and much of the inqease in produaion and investrnent may come from
internal cash flow of corporations and increased savingÞ by consumers (see Chan E).

Governnent fiscal poticy offered no significant relief for the eoonomy in the recession. As mentioned
above, the Congress raised taxes in l¿te 1990 <luring the recession- Also, FY 1991 witnessed a record
increase for state taxes in one year, at over $17 billion. Prer¡ior¡s recessions were characterized by a
smaller federal budget deficit that allowed some fiscal easing (tax cuts or spending increases) to help
economic growth, but not this time. The <leficit in the federal fiscal year that began in October 1991 is
exPected to so:ü to $350 to $360 billion, S.wo of GNP, a record high percentage. There were no tax cuts
or special spending programs in this recession, because of the budget deficit problem-

The end of the Cold War in the last two years has also car¡sed a neey anns raoe in the U.S. and other
westem countries--one to disann The U.S. defense budget could be cut from ils curent 4.7Vo of. GNP to
as low as 2Vo in the next several yean. President Bush has already called for cuts in tactical nuclear
weaPons, and the nanpower oount in the defense sestof will certainly come steadiþ down congress
cunently seems more interested in spending the potential savins from the'peace dividend'¡¿ús¡ rhâr
shrinking the huge national debt" now es imated at $3.E trillion, 6Vo of curent dollar GNP. Reduction in
the federal deficit will probably not oocur becar¡se of defense cutbacls. Savingp on defense will probably
be diverted into increased non{efense purchases, expanded entitlement programs, or even a small tax cuL

Noq the possibility of a modest t¡D( cut for middle income taxpayers, a capital gains tax cut and a
surcharge for the top lVo of incomes are options being discussed by the administration and Congress.
Howerrer, by the ime tax cuts aould take effect, thg result for the economy could be unaertain for at least
two reasons. Fifsq the addition to aggregate incomes Inay oome at the wrong time in the business cycle,
and it is also never known whether oonsumes will spend or save the extra money from tax cuts. Second,
fin¡ncial markets in the U.S. and around the world know that with the U.S. federal deficit now well over
$3ü) billion annuall¡ any ta¡ cut would increase it further unless it were financed by equal reductions in
other federal expenditures. Unless t[at happens, the increa,sed deficit would automatically increase
borrowing by the Tieasury and possibly increase the rate of interest on longer maturity Treasury bonds in
order to induce their sale. This aould cause long term interest rates to increase when it is hoped they will
continue to decline. The benefits from a tax cut niqht be oßet by the negative effects of higher rates on
housing and auto sales.

GNP should grow by 0.7Vo tnFlt l9l which is much lower than had been anticipated earlier. Inflation
should remain very low by historical standards of the last 20 years. Interest rates will remain low until the
eoonomy picks up steam. This period will remain the best time to buy a house or refinance a mortgage in
almost 20 yean.

Industrial production is already increasing and should gather momentum from the reæssionary low base
year. Unemploymeng however, will remain a problen and may oontinue to fise for a while due to the
continuing restructuring of the U.S. economy. There may be aO.3Vo decline in total urage and salary jobs
in FY 1992. Nonetheless, by most measures the latest recession has been mild when compared to prerrious
recessions and a recovery appears sustainable. (See Charts 9-12.)

The Outlook for FÍ 1993

While Ff 1993 will not start for another six months, it should be a relativety good one for the national
economy, when compared to recent yean. While the recovery måy be a weak one, it should be sustained
through that year. Consumen and corporations will oontin¡g to take adrantage of low interest rates to
¡sfinanc€ homes and" bonds, and other loans. Houshg, an important sector of the eoonomy, should have
an excellent year.

Real GNP is expected to increase by as much as 3Vo in FY 1993, while inflation will remain low profits

¡loukl be on an upswing, which will help to boost employment by t.9Vo. These growth rares are lonr by
historical standards, but nonetheless will be a weloome reüef when compared to the last fe* years.
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Risks to the Forccast

Poeitive Alteinaüve'Stronser Growth Than Andcipated

I-ooking at the rest of W 1992 and into the first half of FY 1993, the higher growth alternative rests on a
near term increase in corporate profits and an increase in the rate of hiring, resulting in a sharp reduction
in unemploymenl Hou¡ing and manufaauring should be leading sectors as the reoovery builds.
Consumer confdence would begin to increase again in the spring of 1992 due to the low interest rates.
Growth in the rest of the world would continue to be strong and continue to help U.S. expors, as well as

provide foreþ investment in U.S. assets. If inflation can remain low, then interest rates will stay low and
real consumer incomes should start to improrre more than expected.

A major crisis overseas, perhaps in the Soviet Union, may cause a further erosion of confidence.
Consumer spending could also remain weak because people may choose to pay docm debts further or save
more. Many br¡siness firms could remain too cautior¡s about oonsumer deman4 ontinue to keep their
inventory to sales ratio lorv, and also reduce fixed investment plans. The result would be continued anemic
employment and sales growth in this reoovery.

Table I
IGT U.S. ECONOl}flC INDICATORS

Actr¡al Acn¡al Actual Actual Actual Actual
FY 19E6FY lfffFY 198E FY 1989 FY 1990 FY 1991

Real Gross National Product ! 3.5V" Z2Vo 4.7Vo 3.3Vo l.6Vo (O.l\Vo

GNP Deflato¡ -u 2.7 3.2 2.9 4.t 3.9 4.I

Consume¡ Price Index -u L8 2.2 4.I 4.6 4.7 5.5

Industrial Producrion -u 1.1 L2 6.1 4.3 1.1 (0.6)

Th¡ee Month T-Bil? 6.8 5.5 6.0 7.9 7.8 6.5

Aaa Corporate Bonds ? tO.O t.8 9.8 9.7 9.1 9.1

Wage and Salary Fmploymenr -v 2.5 Z2 3.1 3.1 Zl 0.1

Manufacruring Fmployment -v (1.4 (1.0) 1.6 L.3 (0.Ð (3.0)

Unemplo¡ment Rate 3 7.1 6.7 5.8 5.3 5.3 6.2

ffioar Percent Change.

l/ Average Rate for Year.
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REAL PERSONAL INCOME
1987 DOLLARS
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INDUSTRIAL PRODUCTION INDEX
AND PERCENT CHANGE
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FEDERAL DEFICIT AND PERCENT
OF REAL GNP-1982 DOLLARS
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THE ARIZONA ECONOIWY

F f f99l tn Revtew

In a nutshelt FY 1991 tu¡ned out to be an economically-disappointing year which was not significantþ
different from that of the past several years with emplo¡ment in the important Goods Producing -v sector
again declining and employment in the Service Producing ? sector showing a los, rate of growtb-

In terms of growth in Personal Income, FY 1991 was just marginally different from FY 1990 as shown
below:

FY 1990 FY 1991

Personal lncome - Cu¡rent
- Constant Dollars
- Per Capita - Constant Dollars

5.SVo

l.6Vo
(o.4>vo

5.9Vo

l.$Vo
(o.2)vo

It should be noted rr¡t Per Capita Personal Incone in Constant Dollars (adjusted for inflation), which is
probably our best measure of the state of the Arizona economy, showed a decline in both yean.

The number of jobs in the Goods Producing s€ctor declined in FY 1991 as it has in the four prior yean.
The Service Producing sestor, while not showing negative growth, has been on a reduced growth trend
since FY 19E5. As might be enpecte{ Total Wage and Salary Emplqæent also has been declining,
showing growth of.8.9Vo in FY 19&5 and l.1Vo tn FY 1991.

In FY 1991, the Real Fstate and Finance-related areas continued to experience diffrculty. Construction
reached its Peak in June 198ó, and by June 1991, 38,700 ooilitruction jobs had been lost, a decline of 33Vo
over five yean. In FY 1991, arrcrzge construction employment declined by SVo, after having dectined by
6.7Vo tn FY 1990.

In recent years, the Manufacturing sector has been another problem child of the Arizona economy, with a
decline in employm.ent in each of the three yean of FY 19E9 tbro"gh FY 1991 and relatively slow growth
in the three years before that During his period, at least prior to FY 1991, the problem was essentially
localized in Durable Goods N{anufact¡¡ring employment This was not true in FY 1991, however, when
total manufaauring jobs declined 3Vo,Dwable Goods lvlanufacturing declined 2.9Vo, a¡d Nondurable
Goods lvlanufacturing declined 3.4Vo. T\e decline in Durable Goods Manufacturing has þs¡ fairþ broad
based and includes wealoesses in high tech and defense employment ln addition, manufacturing is still
being negatively impacted by the oou¡truction decline,

Mining hes þse¡ a bright spot in the Arizona economy in recent yean, wit! emplqtment increasing by
4.lVo in FY 1991. Mining, while still a significant positive factor in the Arizona eaonomy, has undergone a
considerable dsqmsizing since its peak emplqrment of over 27,m. Mining employment in FY 1991
averaged 12,m.

In FY 1991, the narrowly defined Services se,ctor showed some strength with an employment increase of
4.6Vo, down slightly fuom 4.8Vo in the year before. This was despite a weak Tourism s€ctor and very low
growth in employment in lodgng plac€s.

!/ Manufacturing, Construction, and Mining.
/ Transportation, Comnunications, Public Utilities (TCPÐ; Trade; Finance, Insurance, Real Esrate

(FIRE); Services; and Government
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Government employment also showed surprisin$y high growth of. 4.9Vo during FY 191, with employment
in education the major contributor 1e this growth.

Table 2, ARÍZONA WAGE A¡ID SAI.ARY EMPLOYMENT, PERCENT GROWTFI O\1ER PRIOR
YEA& RECENT HISTORY, shoc6 employment growth from FY 1985 through FY 1991.

The Outlook for FY 1992

T est sPring, when our Ft Ig92 forecast was finalize4 the consensus view was that FY 1992 would be the
year when, for both the U.S. and Arizona, our economic and fiscal health would b€gin to improrre. The
national recession would have run its course, and both the U.S. and Arizona economies would begin
upuard movement. Arguably, the U.S. recession bottomed out in May. The national eænomic recovery
since has been anemig and a growing number of economists believe that a 'double dip' economic
recession is a distinct possibility. Consumer and br¡siness confidence is, once again, falling to levels below
that found in the early stages of the Gulf War.

Arizona nay outperfotm m¡ny other states, but with the U.S. eoonomy in its curent st¡rte of disarray, the
b,est we can hope for is a continuation of the slow growth pattern of Arizona's re,eent years.

TAbIE 3, ARIZONA WAGE AI.ID SAI.ARY EMPLOYMENT, PERCENT GROWTI{ O\1ER PRIOR
YEAR shows, by sector, our current forecast for Fy 1992.

ARTZONA WAGE AITD SAI,ARY EXI,ÍPII)YMEIYT
PERCEIYT GROWTE OVER PRIOR YEAR

RECEIYT HISTORY
(Bas€d on Average Employment)

FY 19&5 FY 1986 FY 19ffi Fy 19BE Fy 1989 Fy 1990 Fy 1991

Total Wsse/SsIùT Emoloypent EVo ØVo üV" 3QVo 4V" 4V" !V"

6.0
LT
0.9
4.8
4.O

3.6

zt
0.8

(0.1)
4.6
4.9
L9

T¡bb 2

4.6
6.0

12.4
9.8
4.1
7.2

Senice Producins

Goods Pnoducing

9.ZVo

(11.5)
19.0
11.3

7.3
4.7
7.5
6.L
3.0
5.2

6.7
3.8
3.7
7.3
3.1
4.9

l.ÙVo
5.9

(e.1)
(L4)

(o.r)vo
3.L

(8.6)
(27)

Manufacturing
Mining
Construction

Total Goods Producing

L4
3.7

(2.7)
5.9
L7
3.6

2.lVo
(7.e)
8.9
4.1

L2Vo
(2.7)
(s.e)
(1.0)

(o.l)vo
1.5

(6.7)
(2s)

(3.o)vo
4.1

(5.0)
(3.3)

Ttansportation/Com m uniqrtion
& Public Utilities

Trade
Finance/Insurance/Real Estate
Services
Gor¡ernment

Total Servis Producing

4.5
9.7

10.5
LO.2

3.8
8.2
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The Outlmk for ÍY 1993

Ariz)na wilt begin to show improved but modest growth. In general, Arizona's economic well-being is
stron$y influenced by the state of the U.S. economy; and we €xpect that by the tine FY 1993 arrives, the
U.S. economy will have recovered from its current malaise.

FY 1993 should see the inprovement in the Goods Producing se,ctors. Manufacturing, a sector which
should be the bedrock of a stable, growing Arizona" has been a souroe of weakness in recent yean, with
FY 1986 througb FY 1988 showing very slow growth in employment and FY 1989 through FY 1991

showing declining employmenr In FY l992"we €,xpect the sector to ag'ain show negative growth- In
FY 1993, we expect positive growth of.l.SVo,largely the result o¡ ¿¡ exFanding national economy. On the
downside, Arizona's defense related emplqtment will be under siege ftom Washin4on

The Mining se,ctor should be relatively stablg with emplqrment for both FY L992 atd FY 1993 t¡ txLe 3Vo

to 4Vo fange.

The Construction sector will not show a total retum to health during our forecast perioq but employment -

will bottom out in W L992 and shoq'positive grwth in FY 1993 of.4.OVo.

In FY 19E5, the Sen¡ice Producing sectors aooounted fot 75.9Vo of the emplolment in Arizona Today,
despite a generally declining growth rate, the Service Producing sectors aooount for over 81Vo of. ttre
emplqæent in Arizona Weakness in the Goods Producing sectors accounts for the increased sha¡e of the
Service Providing sectors. Over time, the share will probably move back in the direction of the 75.9Vo
share, but Dot during our forecast period.

Our forecast is for the Service Providing sector to account for approximately EzVo of Arizona emplqruent
in FY 1993. The reliative wealoess in the Goods Producing sêctor may be partially to blame for our poor
reveûue picture in recent years. On average, the Service sector pays lower u¡ages tüan the Goods
Producing sector and generates more jobs (ie., is more labor intensive).

Table 3, ARIZONA WAGE AI.ID SALARY EMPLOYMENT, PERCENT GROWTFI OrÆR PRIOR
YEAFI, shovn anticipated employment growth for the forecast years of Fy lgy¿ and FY 1993, together
with aaual growth in FY 1991. FY 1991 enployment is subject to change in the rebenching of employ-
ment which takes place early in each calenda¡ year. FY 1991witl not be fully rebenched until CY 1992.

Table 4 KEY ARIZONA ECONOMIC INDICATORS, shows the JLBC Staff forecast for nine Aítznt¿
variables. We expect growth in Arizona Personal Income to be at 5.9Vo for Ft IW¿ and,7.6Vo lor
FY 1993 in cunent dolla¡ terms, with growth in aonstant dollar terms at LTVo t¡Flt lryZ a¡d,45Vo in
FY 1993. Per Capital Arizona Personal Income in current dollar terms is expecteO to be O.4Vo il Fl{ t9y¿
and 2Vo in FY 1993.

Chart 13 is a line chart showing emplqrment for FY 1980 through FY 1993 for the Service Providing and
Goods Producing sectors together with Total Wage and Salary Emplolment Of particular note is the
declining number of jobs in the Goods Producing sector for the period FY 1fn6 through F{ lggL

Chart 14 is a bar chart which conpares U.S. and Arizona growth rates for Constant Dollar (infla¡is¡-
adjusted) Per Capita Personal Income. In recent years, Ariz)na growth has shocm a substantial slowing
reliative to the U.S. Stårting with FY 1991, this trend has reversed itself sügbtty. In general, this chart
shoc,s that the Arizona economy is dependent upon population growth. Actually, much of ArizoDa's
publicized strong gfowth is illusory in that it reflects our Strcng population growth. Per capita income in
Arizona remains some IOVo below the U.S. average.
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Chart 15 is a line chart showing, for the period FY 1986 through FY 1993, tbe percent change each year
over the preceding year for:

Arizona Personal Income - Cu¡rent Dollaß
Ariz)na Personal Income - Constant Dollars (Inflation A<ljusted)
Per Capita Ariæna Personal Income - Constant Dollars

ARIZONA WAGE AIYD SAI,ARY EIVÍPI¡YMU{T
PER.CEI{T GROWTE O\TER PRIOR YEAR

FORECAST

TABLE 3

Forecast

Ft Isgz FY 1.993

(Bas€d on Average EnploymenQ

Goods Pnoducins

Manufacuring
Mining
Construction

Total Goods Producing

Servlce Producins

Ttansportation, Comrnunication and
Public Utilities

Tla<le
Finance, Ins¡¡¿¡6P, Real Est¡te
Services
Government

Total Services Producing

Total Tltaee and Salarr Epploypent

FY 1991

(3.0)Vo
4.1

(s.0)
(3.3)

zt
0.E

(0.1)
4.6
4.9
L9

l.7Vo

Q.O)vo
4.0

(1.2)
(1.4)

I.EVo
3.5
4.0
2-5

3.7
3.2
3.3
5.5
2.9
4.0

o.2
1.3

0.2
3.4
z9
2.2

lSVo 3.7Vo
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Table 4
IßT ARIZONA ECONOMIC INDICATORS

Actual Actual Acû¡al Actual Actual Acn¡al
FY 198ó FY 19&7 FY l%E FY 1989 FY 1990 FY 1991

Personal Income- Current $ -u

- Constant $ -u

- Per Capita Q6¡5tent $ -u

¡st¡il Sales - ---------------

lO.wo 8.9Vo

7.3 5.7
3.0 1.0

7.3 3.9
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5.9Vo

1.8

(0.2)

8.LVo

5.0
1.3

4.8

3.7

3.3

1.0

(e.1)

5.9

7.3Vo

3.1
0.E

5.7

L2

z2

(0.1)

(8.6)

5.9

5.5Vo

1.6

(0.4)

4.2

LO

2.3

(0.Ð

(6.7)

5.2

L6

LO

1.7

(3.0)

(s.0)

5.1

Population ! 4.2

Wage and Satary Employment -v 6.4

Manufacturing Employment! Lt

Construction Fmployment -v E.9

Unemployment Rate 1 6.E

y Annuål Percent Change.

U Baø on DOR definition of Retail Sales.

!/ Average Rate for Year.

4.6

3.7

2.2

(s.e)

6.9

MAJOR SECTORS OF ARIZONA EMPLOYMENT
(ooo's)

I,eoo

1,4OO

1,200

1,OOO

aoo

6()0

4('0

2()('
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GENERAL FT]IYI) REVEI\TTJE

FY lCY2 Forecast

The current JLBC Revenue Forecast is shown on Table 5. The forecast for FY 1992 implies a rwenue
shortfall of $63.5 millio¡ compared with the oons¡eû¡r¡s forecast used during the session last spring. At
the time the consensus r€venue forecast was prepared, it cås beliwed that both the U.S. and Arizona
economies were ready to start a period of modest gfowth in FY 1992. Unfortunately, the U.S. eoonomy
has sputtered and as a result" FY 1ry2 has become another year in the Arizona eoonom/s series of slow
growth yean. Details of the r€venue shortfall are as follocÃ ($ in millions):

Original
Consensus Forecast

Current
JLBC Forecast Shortfall

Beginning Balance
Sales Taxes
Income Taxes
Loaery
Property Taxes
Estate Taxes
Interest
Gen Fund Share of Health Ins. Trust Fund
Miscellaneous
Tlansfers and Reimbursements
Other

Total

$ 37.2
1J'16.8
130n,.7

65.9
1&.1

26.O

24.0
0.0

31.0
19.0

317.0
s3554.7

s 4s.0
t,499.O
rw.3

2E.5

18¿0
22.5
15.5
11.8
35.3
n.o

315.3
s3.49r.2

$ 7.8
(47.8)

8.6

Q7.4)
(s.1)
(3.s)
(8.s)
11.8
4.3

8.0
fl.7\

s163.5)

-Sales Tsxes

The sales tax was forecast to grow by 5.9Vo based upon rising consumer confidence, a moderately paced
U.S. economic recovery, and increased outlays for consumer durables such as automobiles, trucks, and
major appliances. Unfortunatel¡ after rising sharply immediately after the conclusion of the Gulf War,
oonsumer confidence has resumed its downwarcl spiral.

Motor vehicle sales are running L6Vo belæt the depressed levels of a year ago. Fiscal year-to{ate (six
months) salesfise tax collections are only 2.6 Vo above FY 1991. Consequently, we are lowering our
saleslr¡se ta:( estimate by $a7.8 millio¡, leaving a net growth rate of oúy 3.7Vo.

The folloqring charts relate to the Arizona eoonomy in general, but are shon¡n primarily to ilh¡strate our
problems in the Sales/tlse Tax area:

Chart 16 relates the changes in Consumer Confidence and Arizona Retail Sales and sho*s an apparently
strong correlation between the tç,o.

Chart 17 shocß the depressed ler¡el of Retail Sales collected by the Department of Rer¡enue in recent
quarters. For the six months year-todate of FY 1992, Retail Sales a¡e only 3.2Vo ahead of the same
period last year.

Chart 18 shows Restauranß and Ban Sales growth as collected by the Department of Revenue. Relative
to Retail, Restaurants and Bars Sales are doing reasonably well with a 7.LVo inc'jeaæ for the six mon hs
yeaf-rodate in FY 1992.

Chart 19 shoca Hotel/\,lotel Sales colleded by the Department of Revenue. For FY 1991, Hotel/IVotel
Sales were up only 0.8Vo. For the six months year-todate in FY t992, we are up 6Vo. lt is too early to
tell how the depressed national economy will affect our winter tourism.
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Chart æ shoun the depressed level of Contracting Sales collected by the Department of Revenue. For the
six mon hs year-to{ate of FY 1992, Contracting is below the same period last year by 6.7Vo.

Chart 21 shour employment growth for Total Wage and Salary, Contracring and Manufacturing. The flat
but slightly positive growth for total Wage and Salary and the declines in Manufacturing and Construcrion
are widence of the weak Arizona eoonomy and the oonsequent weak rerrenue collections.

Incone Taxes

Although we have not made a forecast adjustment to the Individual Income Tax, we do have ooncerns
relative 16 his area of revenue, since, for the six 6s¡ths year-to date, we are belos' the forecast by $9.5
million.

While the Corporation Income Tax is ahead of the forecast by $ã.6 million for the six months year-to-
date, we have increased our forecast for the year by onfy ${1.6 million since we are concerned with a
possible upsurge in refunds or lower corporate tax receipts for the balance of FY 1992.

Lotten Revenue

We raised oonsenß about certain problems with the AÅzona Lottery and lottery rwenues nearly two yeañ;
ago. Subsequently, we expressed doubt when the administ¡ation proposed a Dew weekly game last spring
and es :mated that the new game would generate $7.5 million in additional revenue. While we stated rhat
the 'Fantasy 5" game would be hugely successful in terms of ticket sales, we estimated 'hat it would be at
the expense of existing 'pick' and 'insl¿a1' game sales. This has been the case in the fint 12 weeks of the
nes, game.

The JLBC also warned that player interest in the lottery h¿d been waning for nearly two years, if
underlying trends were properly examine<l and identified- For these reasons, the JLBC reported to the
I-eglslature in September, L99l,1hat our curent year estimate of lottery revenue for the General Fund
should be lowered by $15 to $20 million Unfortunarcly, we are ef,ren more pessimis¡iç today. VÍe now
es imate hat lottery r6,enues deposited in the General Fund wÍll be $37.4 mílli6¡ less than estimated last
June and $14.3 million below last year, despite the introduction of the new game on October 1.

Health Insurance Tþust Fund

The $11.8 millis¡ included in our r€venue forecast for FY 1992 ß an es imate of the General Fund share
of the Health Insurance Tn¡st Fund at the end of FY 1992.

FY 1993 Forecast

We expect FY 1993 to be the turnaround yeaf in which the Arizona Economy returns to an upward pat\
and the FY 1993 revenue forecast reflects this. Total Base Rer¡enue is expected to increase by 5.6Vo,-up
ftom the 3Vo inqease in FY 1992. However, when adjusted for one time revenue differences, the
comparable growth rates of Total Base Revenue zre 4.2Vo for FY 1992 a¡d, 5.6Vo lor FY 1993. Total
Gene¡al Fund Revenue (Total Base Revenue plus Beginning Balance) is €npected to increase by only
$151.5 million. One significant difference, apart ftom modest improvemeniin the U.S. an<l Arizona
e@nomies, is the beginning balance of $45 million in FY 1992 versus our assumed $5 million beginning
balance for FY 1993, a difference of $40 milliea. Details of the JLBC rer¡enue forecast are shocm in
Table 5.

The Sales and Use Tax category has been forecast to increase by 6.7Vo in FY 1993 an{ in general, is the
result of modestly improved economic conditions. Another factor is retum to positive growth of tax
collections in the Contracting category. While Contracting will not return to normaþ in our forecast
perio{ we will be moving in that direction

Individual Income Tax collections, too, are influenced by modestly improved economic conditions, as well
as by certain action on the federal level, which wilt impaa favorably on collections.
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For the Property Ta¿ we are forecasting an increase oL 6Vo. This inctease is primariþ due to a rate
increase for certain school districts from 75Vo ¡o ßVo of the auaü$ing Tax Rate. Sy'e are forecasting zero
growth in assessed valuation.

During the Special Session, which dealt with the insurance premium tax problem" it was beliwed that the
problem was only in the Life and Health Insu¡ance side. It has now been disclosed that problens also
exist in the Property and Casualty Insurance side; and in addition to the residual FY 1993 loss of S27
million from the Life and Health solution, our FY 1993 forecast provides for a loss of $4.7 millisa fte6
Property and Casualty insurance companies. How€rer, our budget recommendation proposes legislation to
extend property and casualty insuranoe tax credits in the same manner as was enacted for Life and Health
lnsurance tåx credits to gain $4.9 million

Table 6 oompares the JLBC and Governot's rer¡enue forecasts for FY I9l2 and for FY 1993. A summary
of difrerences in Total General Fund Rwenue for FY 1993 is as follows (amounts in millie¡5);

ñ¿ lqq? TitrNF.RÁ.I- FTTND RF-VFNIIF

Beginning Balance
Sales & Use Tax
Income Tax - Individual

- Corporation
- Urban Rerrenue Sharing

Property Tax
Other Revenue

Governor
$ s.0
t,575.6
138s.0

æ0.0
(183.7)
1E8.1

441.8

JLBC
$ s.0
1599.0
13E1.0

zUI.O
(183.Ð
193.0
ut.4

Difference
$ 0.0

23.4
(4.0)
7.O

0.0
4.9

10.4ì

rorAl $9é11€ Ð@. Eq2

The major difrerence for FY 1993 is in the Sales and Use category and is the result of lower erpectations
for the Arizona eoonomy on the part of the Governor. While the JLBC Staff forecast for FY 1993 calls
for $30.9 million or less th.an lvo mole fevenue than the Governor's estinate, it should be noted that ouf
FY t992 estimate for taxes is $13.7 million lows¡ than the Gor¡ernor (see Table 6). In otherwords, we are
slightly more pessimistic in the short-run, but more optimistic for 18 months from noyr than the Governor.

Ctrafi.2z shoun, for 15 yean, dollars of General Fund revenue as a ba¡ cha¡t and peroent change as a line
gfaph. In terms of percent change, Arizona has had very strong years and also some years which €xhibited
much lower growth. It should be noted that the FY 1979 through FY 1982 were yea¡s when the
Consumer Price Index was near or at double digit inflation Also shocm are 'underþing growth rates'
(after elimination of enhancements) for FY 1989 through FY 1993.

Chart æ shoun as a line chart, General Fund Base Revenue collections for major tax sources for the
period FY 1f/1 through FY 1993.

ùart 24 shouß, for FY 1993, major categories of General Fund rerrenue as a peroent of total General
Fund revenue.

ùaí25 shouß, in graphic form, the percent and dollar growth in FY 1993 over Ft tggz for significant
categories of General Fund revenue based on JLBC Staff estimates.

C,brart ?ß shoc,s major General Fund tax souroes as a peraent of total General Fund base ref,tenue.
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STATE OF ARTZONA
GENERAL FT]NI)

STATEIVÍE{T OF PROJECTED TOTAL REVEI{IIE
.ILBC STAX'T'

(Thousands)

Âctr¡¡l FY 1991 Fo¡ecast

TABI.E 5

Forecast tr.f 1993
Amount % Chanee

s 5-000.0 (8.9\voBeeiuins Balsnce

Taxes

Sales and Use
Inæme - Individual

- Corporation
- Urban Ra¡e¡ue Sharing

Property
Luxury
Insurance Premium
Motor Vehicle LiceDs€ - Regular

- HURF Tra¡sfer
Pari-Mutuel
Estate
Other Taxes
Subtotal - Taxes 3.170.D_7

Other Non-Tax Revenues
I-ottery q7U-O
LiceDse, Fees aud Permits Y,gn.4
Interest æ,830.8
Sales and Services 4,2ß3-t
Other Miscellaneous U,9993
Transfers and Reimbursement ?S,lû3y'.
Gen. Fund Share of Healtb Ins. Trust Fund 0.0

Sub0otal - Other Non-Tax Rwenues 175.$3.0

1,4/.59t4-9
t243p7-4

19t,6723
(16ó,8633)
t6925r-6
7O,4935
v2533-4

105,199.9
(16,ó31.4)

4,W.0
29,0fJL2

0.4
2/4-8

7.6
10.8
30.0

7.2
(m.7)

L4
9A

(t42)
213
tl.7
95

1,499,ü)0.0

v46,ffi-o
199,(n0.0

(r76,m0.0)
184000.0
7taW-O
91,(n0-0

105,(n0.0
0-0

4,8ü).0
n5m.0

t.775.0

3.7
35
3.8
5.5
75
1.1

(1.7)
(02)

(0.e)
(22.4)

5.9
3-7

1599,(m.0
1381,(n0.0

m7,onlJ-o
(1&1,700.0)
193,(n0.0
712ffi-O
85,6ü).0

106500.0
0.0

4,9(X).0

ã,ü)0.0
1-850_0

6-7

7-4

4.0
4.4
6.0
0.0

(5.e)
t.4

LI
11.1

4-2
6.2

(4s.e)
6.8
8.4
4A

ItLt
(3:.8)

(10.7)

3.M575.0 3.491.350.0

35,ü)0.0
38,ü)0.0
17,500.0
4,400.0

344m.0
19,(n0.0

0.0
(9.4) 146.300.0

28500.0
37,m.0
15500-0
4,300.0

35300.0
27,W0.0
11.800.0

159.6m.0

(33.4)
65

(355)
0.9

(21.6)
(27.e)

28
))

729
23

(8.2)
(*:)

(83)

TOTAL BASE RWENIJE 3.%.13 7 82 3.Æ.175.0 3.0 3.637.ó50.0 5.ó

rorAl, GENERAL FrJNp REvE¡rrJE Et@ ry $-4e1-184.0 ry, EgÉ:!.g !Æ,
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STATE OF ARTZONA
GE{ERAL FTIND

STATAVTEhTT OF PROJECTH) TOTAL REVH\TTIE
COMPARISON OF GO\¡MNORS A¡TD JLBC STATT'ESTIMATES

(Ihousands)

rlY rc.D2

JLBC Stsfi
Estimate l)ilfercnce

TABLE 6

FY 19!13

Gover¡ot'e JLBC Stslf
Estip¡tc Estim¡te Diflerence

$ 5.0m.0 $ 5.000.0 $ 0.0

Goæt¡ot's
Egtim¡æ

Besitrnirs Bslsnce $ 45.0æ.0 $ 45.ü8.0 $ 0.0

Base Rcvenue

T¡xcs
Sales and Use 1508390.0
Inæme - Individual 12X,6535

- Corporation 195Ð65
- Urban Revenue Sharing (176,m0.0)

Property 179,110.0
Luury 71,(n0.0
Insurance Premium 90500.0
Moûor Vehicle Licenses - Regular fO5370.0

- HIJRS Transfer 0.0

Pari Mutuel 5300.0
Fstate 23,(n0.0
Otber Tues 1.700.0

Subtotal - Taes 3300.æ0.0

1,499,ü)0.0 (9390-0)
128ó3æ.0 (103s35)

199,(n0.0 3,7y35
(176,0m.0) 0.0
18¿0m.0 e890-0
7t,,J0,-0 200.0
91,000.0 500.0

105,ü)0.0 (370.0)
0.0 0.0

4,8ü).0 (500.0)
n5æ.0 (s00.0)
t.775.O 75-O

32%575.0 113.655.01

5300.0 4,9ü).0 (400.0)
?A,m.o 5,000-0 1,000.0

1-7flt-O 1.850-0 150.0

3.4573m-O 3.491350.0 33.960.0

1575,600.0
1385,000.0

zn,(n0.0
(1&¡,670.0)
188,(80.0
70,(n0.0
85300.0

l(bæ0.0

1599,000.0
1381,o(n.o

2ff1,w.0
(183,700.0)
193,(m-0
7tN.O
&5,ó00.0

1(b500.0
0.0

B,44lJ.-O

(4,m0.0)
7,000.0

(30.0)
4,9øJ.-O

\m.0
3m.0
4m.0

0-00.0

Other Non-T¡r xevenues
Lottery 29,q)0.0 285æ.0 (500.0)
Licenseg Fees and Pernits 36.319.9 37N.0 880.1
Interest 15200.0 15500.0 300.0
Sales and Services 6,799.8 4,300.0 (1499-8)
Miscellaneous 31,100-0 35300.0 4W.0
Trausfers and Reimbursements n,U2A.0 27,W.O (20.0)
Gen. Fund Share of Healtb Ins. Trust Fund 0-0 11.800.0 11.800.0

Subtotal - Other Non-Tax Revenues 145.439.7 159.600.0 14.1603

5,9(X)-0 35,000.0 (1,9m.0)
37,900-0 38,(n0.0 100.0

16,8ü).0 17500.0 7m-o
6,799-8 4,4ü).0 (2399.8)

33,(n0.0 3\m.0 (600.0)
18,ü)0.0 19,ü)0.0 1,000.0

0.0 0-0 0.0
149399.8 1¿16300.0 13.099.8)

TOTAL BASE RWENI'E 3. 5.æ9.7 3.Æ.t75.O 5053 3.ó6.789.8 3.637.650.0 n.ffi.z

rorAl, GENERAL FLNp REVENITE Ë¡99ÉZg¡Z !9¡gU4 !_:E E3é1¡@g !æ1åg:qq !4Égq2
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RETAIL SALES: 1983Q1 TO 1991Q4
QUARTER VS. SAME QUARTER-PRIOR YEAR
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RESTAURANT AND BAR SALES GROWTH
1983-Q1 TO 1991-Q4
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TOTAL MANUFACTURING, CONTRACTTNG AND
WAGE AND SALARY JOB GROWTH

1983-Q1 TO 1991-Q3
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MAJOR GENERAL FUND TAX SOURCES
COLLECTIONS
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GENERAL FUND REVENUE SOURCES
A9 A PERCENT OF TOTAL BASE REVENUE

FY l9og
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FY 1993 MAJOR REVENUE SOURCES
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i

ARTZONA'S BI]DGEI STAXTN ZATION FTJNI)

Description

The Budget Stabilization Fun<l (BSF) for Arizona was passed during the 1990 Third Special Session
(ARS. S 35-144). The Fun<l is a separaæ acoount administered by the Staæ Tteasurer, who is responsible
for transferring General Fund money into and out of the BSF as required by law. Interest earningp from
monies in the BSF will accrue to the Fund and will not rwert to the General Fund- Under the economic
formula which drives the Budget Stabilization Fun4 the frst palment into the Fund is €xpected to oocur
in Juþ 1993 at the beginning of Fiscal 1994.

The BSF is designed to set revenue aside during times of strong economic growth and to spend this
revenue during times of weak growth or decline. It is designed to provide revenue stabiliz^tion during a
typical business cycle. Arizona is one of the most recent strites to joia the majority of states (now 39) to
implement some form of counter-cyclical fiscal plan

The Arizona BSF can be summarized as follom:

. The Pay-In (or Pay-Out) for a given fiscal year would be determined by comparing the annual growth
rate of real, infl¿¡ien adjusted Arizont Pe¡sonal Income e@D for the calendar year ending in the
fiscal year to the trend growth rate of real, adjusted AZPI lot the most recent seven years.

. If the ennual growth rate exceeds the uend growth rate, the e,xcess multiplied by General Fund revenue
of the fiscal year ending in the calendar year would equal the amount to be paid into the BSF in the
fiscal year in which the calendar year ends.

. If the annu¡l growth ¡ate is less rhan the t¡end growth rate, the deficiency when multiplied by the
General Fund revenue of the fiscal year ending in the calen<Lar year would equal the amount to be
withdrawn ftom the BSF in the fiscal year in whicñ-the calendar year ends.

. By a two-thirds majority, the l-egislature, with the concurrenoe of the Governor, could decrease a 'pay-
in" or increase a "payout".

. Although interest earninp accrued to the BSR the State Treasuer may "dis-invest'the fund balance on
a day-to-day basis, if necessary, to avoid a negative cash balance in opera :ng monies.

. The BSF balance is limited to D,o more that LSVo of prior yea¡ revenue.

Est''nates of required "pay-ins" and 'payouts" are made by both OSPB and JLBC Statrwith an¡ual budget
submissions.

Final estimates would be made by the Economic Estimates Commission (EEC) based upon economic data
supplied by the U.S. Departnent of Comme¡ce, Bureau of Economic Analpis, and testimony received
fiom Staff of the EEC, JLBC, and OSPB.

Flrst Oftcial Calculations

The first BSF calculations were done for FY 1991 by the EEC and reported to the Governor and
Legislative I-eadenhip in Juae 1991. As expected, the recession in the U.S. and AÅzn¡z car¡sed the
growth of inflation-adjusted personal income to grow only O.9Vo in CY 1Ð0, far below Arizona's seven
yeaf average growth rate of 5.3vo. As this yeaf c¡as below the tfend, the result would have been a
signiñcant pay€ut by the Treasurer from the BSF to the General Fund on June 30, 1991 (FY 1991).
However, the Fund has not yet received an initiâl tra¡uifer so a pa''ment to the General Fund was not
made at that t''ne. A transfer out of the Fund would also be expected for FY l9lL,bu;t this will not oocur
because of lack of a balance in the Fund.
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JLBC Stafi Forccsst for the Budqet Stab¡|fu¡don Fund

Under the curent expectations of a rebouad in the economy and personal income growth in the latter half
of CY 1992 and accelerating throughout CY 1993, the fi¡st required pay-in to the BSF will be at the
begiming of FY t993. ll personâl income g¡ocÁ a¡i expecte4 the amount of the pay-in is forecasted at
$5.4 nillion, reflecting esrimated growth in our eooûomy that is just barely above the 7-year trend that is
used in the BSF formulia. For FY 1994, however, the required pay-in is est'mated to jump to $ó0 millio¡,
reflecting the subsrendal acceleration of growth being forecasted for C{ I9y3.

It is important for fiscal planning purposes to note that these required pay-ins must be appropriated to the
BSF at the time the General Appropriations Bill is enacted. Thereafter, an adjrstment can be made the
following year based upon FFC calculations and initial reports of CY L992 AÉzon¿ ps¡s6nal Income ftom
the U.S. Department of Commerce.

For an explanation of the history and operation of the BSF, please refer to the Table of Contents sf ^his
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