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Key Points 

• FY 24 General Fund revenues have fallen short of the enacted forecast. The 
Individual Income Tax is the primary underperformer. 

• Due to declining revenues, the budget is projected to have a shortfall of 
$(835) M in FY 24 and $(879) M in FY 25, or a combined total of $(1.7) B.  

• The Legislature may opt to continue $369 M of traditional “ongoing one-
times” and litigation-related one-time spending in FY 25.  

• We will need $2.2 billion of shortfall solutions after adjusting for the $369 M 
in continued one-time spending and a $100 M ending balance.  

• The shortfalls continue through FY 27, the last year of the 3-year budget 
window.  The projected FY 27 shortfall is $(187) M.  

2



After 6 Months of FY 24: $(480) M General Fund Revenue Loss
- Relative to Enacted FY 24 Budget 

• Individual Income Tax collections have dropped (27.7)% compared to 
last year and are $(481) M less than anticipated.  Likely due to:
- Lower pre-tax income, such as capital gains, and 
- The logistics of the 2.5% tax rate.  The enacted budget included $(2.3) B for the 

impact of the rate reduction.     

• Corporate Income Tax growth started strong but is now negative.
- (8.1)% less than the prior year and $(9) M below forecast.

• Sales Tax has grown 4.2%, but is $(36) M below forecast.
- Retail sales drives this result, but contracting still posting double digit gains.
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Forecasting State Revenues
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January Forecast: Revenue Projected to Decline in FY 24 
- With Accelerating Recovery in FY 25 through FY 27

FY 25-FY 27 4-Sector Components 
• Finance Advisory Committee

• UA model – base forecast

• UA model – more cautious

• JLBC Staff (sole source of FY 24) 
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January Forecast Reduces FY 24 Revenue by $(905) M
- Compared to Enacted Budget 
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Corporate Income Tax Grew 250% Between FY 20 and FY 23
- In FY 24, Projected to Decline (8.5)%;  Blip or Bubble Bursting?
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JLBC – Executive Revenue Differences 
- Executive is $823 M above JLBC in FY 24/FY 25
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($ in M)
Exec > JLBC

FY 24 436
FY 25 387
FY 26 200
FY 27 199

This revenue comparison excludes Executive proposed tax law changes: 
• Executive would eliminate some (all?) School Tuition Organization tax credits 

starting in FY 26 at a revenue gain of $185 M.
• Executive would expand the Low Income Housing Tax Credit starting in FY 26 at a 

cost of $8 M in FY 26 and $16 M in FY 27.  Extends the credit from FY 33 to FY 42. 



Spending Adjustments
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Baseline Spending Projections
• Baseline reflects changes to active statutory/other funding formulas: 

- ADE, Medicaid and the Community Colleges. 

• Follows guidance of the enacted budget 3-year plan in terms of $2.9 B in 
one-time FY 24 spending:
- Of that amount $2.3 B was deleted in the FY 25 estimates 
- $571 M was retained in FY 25, primarily $333 M of water supply funding and   

$126 M in K-12 new school construction.

• $369 M of traditional “ongoing one-times” and litigation-related one-
time spending were not continued in FY 25:
- School building repairs, $183 M; State employee health insurance, $73 M; and 

ADC prison health care and related costs, $113 M.  
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FY 25 Baseline Spending Projected To Decrease By $(1.5) B
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FY 25 Ongoing Spending Changes

$ in M

Medicaid Formula 499

ADE – K-12 Formula 319

Other _8_

Total 826

FY 25 One-Time Spending Deletions

$ in M

One-Time K-12 State Aid Supplement (300)

K-12 Building Renewal Grants * (183)

State Employee Health Insurance * (73)

Corrections Dept Operating Funding * (113)

Housing Funding (190)

Other Agency Spending (674)

Transportation Projects (620)

Capital Projects (158)

Total (2,311)

Total Spending Changes $(1,485) M

Total Spending $16,271 M

% Change (8.4)%

* Executive budget continues in FY 25



Executive Caseloads are $(137) M below JLBC in FY 24 and FY 25
- Smaller Differences in Other Years

Executive Caseload Forecasts Above (+)/Below(-) JLBC Baseline
($ in M)

FY 24 FY 25 FY 26 FY 27

Medicaid 65 (51) (123) (163)

ADE (Excluding ESAs) (75) (76) 71 136

Exec below JLBC (10) (127) (52) (27)
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ESA Spending Trends 

• The FY 24 budget assumed $625 M of ESA awards for 68,000 students. 

• Actual enrollment is currently 72,000 and awards are $690 M.  Baseline 
assumes final awards reach $703 M by end of FY 24.

• Public school enrollment is projected to decline by (1.0)% in FY 24 
compared to FY 23, which will offset the ESA shortfall.

• Baseline includes $(44) M FY 24 ex-appropriation in ADE for estimated 
formula savings.

• Forecast assumes ESA enrollment grows to 82,000 in FY 25 with total 
awards of $825 M.
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Executive FY 2025 ESA Proposal $(413) M Below Baseline
• Executive proposes limiting universal ESA eligibility to pupils who 

previously attended public school for 100 days, among other changes

• With program changes, Executive estimates total FY 25 ESA enrollment 
of 27,000 and awards of $411 M.

• Compared with enacted FY 24 budget, the Executive calculates a savings 
of $(244) M.

• Compared with the FY 25 Baseline, Executive ESA enrollment is lower by 
(55,000) and awards are $(413) M lower.

• Without program changes, Executive ESA estimates are similar to 
Baseline
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Projected Ending Balances
Excludes $1.5 B in Budget Stabilization Fund
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More Information in Appendix C



Projected Shortfall of $(835) M in FY 24 & $(879) M in FY 25
- Assumes Each Year’s Shortfall is Resolved and Not Carried Into the Following Year
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Executive Budget
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Executive Solutions to the $1.7 B Baseline Shortfall
- Positive #s Reduce Shortfall/Negative #s Increase Shortfall
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($ in M)

(1,714) JLBC FY 24 & 25 Baseline Shortfall

823 Higher FY 24 & FY 25 Executive Revenue Estimates
137 Executive Lower K-12/Medicaid Caseload Spending
770 Executive Claws Back Pre-FY 25 Spending
737 Executive Reduces FY 25 Spending
300 Executive Sweeps Dedicated Fund Balances to the General Fund

(344) Executive Adds New FY 25 Non-Caseload Ongoing Spending
(527) Executive Adds New FY 25 One-time Spending
(48) All Other  

1,848 Total Executive Solutions 
134 Executive FY 25 Ending Balance



Executive Claws Back $(770) M of Existing Spending
- See Appendices D – F for Details

• $163 M Operating (33 projects)
- $15 M Prescott Rodeo
- $7 M ADE Administration

• $188 M Capital (9 projects) 
- $65 M ADC Repairs
- $48 M West Adams Renovations
- $25 M Northwest Arizona Veterans Home

• $419 M Transportation (23 projects)
- $113 M I-10 West Valley Widening (Citrus to SR 85)
- $88 M SR 24 East Valley Extension
- $49 M SR 347 and Riggs Road Overpass
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Executive Deletes $(737) M of FY 25 Funding
- Relative to JLBC Baseline 
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($ in M)

(413) ESA Limitations (Exec Scoring of $244 M) 

(300) Eliminate Most of 3rd Year of Long Term Water Fund  

(9) Racing – Purse Enhancement and County Fair  

(15) All Other 

(737) Total



Exec Sweeps $300 M from Dedicated Funds to the General Fund
- Combined Between FY 24 and FY 25 (See Appendix G)
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$ in M
36 ADOT Highway Fund Interest
13 ADOT Aviation Fund
13 State Parks Board (cancelled projects)
16 Attorney General Anti-Racketeering (including local pass-through $)
25 Corporation Commission Securities Regulatory Fund
25 DIFI Funds (including Auto Theft and Financial Services)
23 Land Department Trust Management Fund
10 Registrar of Contractors Residential Recovery Fund
41 “90/10” Regulatory Boards (such as Medical Board and Nursing Board)
98 All Other

300 Total



Executive Adds $344 M of Ongoing FY 25 Initiatives
- Above JLBC Baseline
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($ in M)
193 ADC Inmate Health Care
11 ADC Inmate Food Services
5 DPS Fentanyl Efforts (“SAFE”) + $10 M one-time

20 AHCCCS Behavioral Health Provider Rate Increases
38 DCS Operating Costs
6 DCS Backfill to Allow Child to Retain Social Security Benefit

16 DCS Provider Rate Increases
6 DES Adult Protective Services staffing 

21 Backfill Lost Federal Victim of Crime Act Funding (VOCA) 
28 All Other

344 Total



Executive Adds $527 M of One-Time FY 25 Initiatives
- Above JLBC Baseline 
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($ in M)
183 ADOA – School Facilities Building Repairs 
101 State Employee Health Insurance (Employer Contribution)  
54 ADC – Private Prisons Rate Increases 
20 Universities – Arizona Promise Program for Tuition Subsidies  
15 Universities – Arizona Teachers Academy
24 DCS – Kinship Support and Congregate Care Services

100 DES – Child Care  
10 AHCCCS – Non-Medicaid Crisis Behavioral Health Services
10 DEQ – Water Quality Fee Fund Deposit
10 Fentanyl Efforts

527 Total



Final Thoughts
• The Executive budget consists of over 250 different changes to the 

Baseline.
- Several different challenges in completing due diligence on these changes. For 

example: 

• Fund transfers will need to be examined for existing balances and legal 
issues. 

• There are issues associated with the clawback of existing appropriations: 
- The Executive makes appropriations available in quarterly allotments. The 

Executive can defer allotments but cannot withhold funds indefinitely.
- We will need to examine the clawbacks for the availability of funds and any 

contractual issues with eliminating the appropriations. 
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Appendix A: January Revenue Forecast

26

FY 2024 FY 2025 FY 2026 FY 2027
Sales Tax

JLBC Forecast 2.7% 4.8% 4.6% 4.9%
UA – Low 1.3% 2.2% 4.4% 4.6%
UA – Base 2.8% 4.0% 5.0% 4.9%
FAC 3.3% 3.6% 4.8% 5.3%

Average: 2.5% 3.7% 4.7% 4.9%

Individual Income Tax with Deferral
JLBC Forecast -10.5% 5.0% 4.9% 5.4%
UA – Low -8.1% 6.8% 5.6% 5.7%
UA – Base -6.0% 7.3% 6.2% 6.2%
FAC -9.8% 4.6% 5.5% 5.3%

Average: -8.6% 6.0% 5.6% 5.7%

Corporate Income Tax 
JLBC Forecast -8.5% 0.0% 3.0% 4.5%
UA – Low 6.2% 1.7% 2.6% 3.0%
UA – Base 8.7% 2.4% 3.6% 4.3%
FAC 3.2% -0.7% 6.8% 6.2%

Average: 2.4% 0.9% 4.0% 4.5%

JLBC Weighted Average -3.4% 4.3% 4.5% 5.0%

UA Low Weighted Average -1.4% 3.7% 4.6% 4.8%

UA Base Weighted Average 0.4% 4.9% 5.2% 5.3%

FAC Consensus Weighted Average -1.4% 3.4% 5.3% 5.4%

“Big-3” Weighted Average -1.5% 4.1% 4.9% 5.1%

Consensus Weighted Average -1.8% 2.6% 4.1% 4.7%

1/ Represents ongoing revenue adjusted for small revenue categories.  
2/ Baseline revenue forecast for FY 2024 is solely based on the JLBC Staff sector forecast of (3.4)%.

2/1/



Appendix B: FY 23 – FY 25 January Forecast
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Appendix B: FY 26 – FY 27 January Forecast
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Appendix C: General Fund Balance Sheet
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 Appendix D: Executive Proposed Operating Budget Clawbacks of Existing Pre-FY 25 Spending

$ in thousands $ in thousands

Pre-FY 2024 FY 2024

1 Executive Budget GF Operating Revisions
2 ADOA - FY 2023 Healthcare Interoperability Grants (7,386.8)
3 ADOA - FY 2023 Fire Incident Management System Grants (5,934.5)
4 ADOA - K-12 Alternative Transportation (15,000.0)
5 ADOA - Fire Incident Management Software (6,100.0)
6 ADOA - Healthcare Interoperability Software/Technology Grant (1,598.3)
7 ADOA - Miami Unified School District - Miami & Kornegay Gym Floors (350.0)
8 ADOA/APF - FY 2023 Business One-Stop (9,114.3)
9 ADOA/APF - School Financial Transparency Portal (3,500.0)

10 Corrections - Inmate Dog Training (650.0)
11 DES - Graham County Rehabilitation Center (830.0)
12 ADE - Consumable Art/Music Supplies (10,000.0)
13 ADE - Administration (7,186.1)
14 ADE - Education and Career Exploration Program (5,000.0)
15 DEMA - National Guard Uniform Allowance (300.0)
16 DHS - Psilocybin Research (5,000.0)
17 Legislature - JLBC - FY 2022 Clawback Prior Year Operating Lump Sum (604.1)
18 Legislature - Legislative Council - FY 16 - FY 22 Clawback Prior Years Operating Lump Sum (14,779.0)
19 Legislature - Senate - FY 2022 Clawback Prior Year Operating Lump Sum (1,721.7)
20 Mine Inspector - Administrative Costs (300.0)
21 Parks - State Lake Improvement Fund (5,200.0)
22 Parks - Smartphone Application (535.6)
23 Treasurer - Secure Ballot Paper (5,000.0)
24 Treasurer - Nonprofit Volunteer Rodeo Organization (15,300.0)
25 Treasurer - SR 30 Utility Relocation (5,025.0)
26 Treasurer - International Dark Sky Discover Center (5,000.0)
27 Treasurer - County Recorder Voter Registration Accuracy Review (3,000.0)
28 Treasurer - Sun  City Transportation Study (850.0)
29 Treasurer - Snowflake Sewer Lift Station (375.0)
30 Treasurer - County Property Owner Notification Systems (63.1)
31 WIFA - Glendale Irrigation and Xeriscaping (405.0)
32 WIFA - Mohave Wash Recharge Basin (1,700.0)
33 WIFA - Gilbert Wells Project (13,900.0)
34 DWR - Brackish Groundwater Pilot (11,000.0)
35 Total - GF Operating Revisions (39,540.4)$    (123,168.1)$        



 Appendix E: Executive Proposed Capital Budget Clawbacks of Existing Pre-FY 25 Spending

$ in thousands $ in thousands

Pre-FY 2024 FY 2024

1 Executive Budget GF Capital Revisions
2 Capital - ADOA - Building Renewal (12,875.8) (22,554.2)
3 Capital - ADOA - FY 2023 West Adams Building Renovations (47,798.2)
4 Capital - ADOA - FY 2023 Building Demolition (68.6)
5 Capital - ADC - HVAC Replacement Funding (33,396.4)
6 Capital - ADC - Building Renewal (31,764.5)
7 Capital - DPS - Aviation Hanger Enhancement (320.0)
8 Legislature - Legislative Council - FY 2023 Capital Improvements (4,894.9)
9 Legislature - Legislative Council - FY 2022 Repair, Restore, & Renovate Historic Capitol (9,721.6)

10 Capital - DVS - FY 2022 Northwestern Arizona Veterans' Home (25,000.0)
11 Total - GF Capital Revisions (100,359.1)$        (88,035.1)$    



 Appendix F: Executive Proposed Transportation Budget Clawbacks of Existing Pre-FY 25 Spending

$ in thousands $ in thousands

Pre-FY 2024 FY 2024

1 Executive Budget GF Capital Revisions
2 Capital - ADOT - US-95 Improvements (Wellton Mohawk Canal to Aberdeen Rd) (19,825.0)
3 Capital - ADOT - SR 347 Intersections (Casa Blanca/Cement Plant) (18,000.0)
4 Capital - ADOT - Repave US-60 between Morristown and Wickenburg (10,460.0)
5 Capital - ADOT - I-10 & Jackrabbit Trail Interchange (5,000.0)
6 Capital - ADOT - Navajo County SR 260 Improvements (4,210.0)
7 Capital - ADOT - SR 24 Extension (Allocate to Queen Creek/Collaborate w/ Pinal County) (87,500.0)
8 Capital - ADOT - FY 2023 Additional I-10 Lanes (SR-85 to Citrus Road) (113,000.0)
9 Capital - ADOT - FY 2023 Maricopa County I-11 Tier 2 Study (24,999.4)

10 Capital - ADOT - FY 2023 SR 347/Riggs Road Overpass Construction (24,000.0)
11 Capital - ADOT - FY 2023 US-191 Pavement Rehabilitation (Mile Post 163 to 173) (21,252.0)
12 Capital - ADOT - FY 2023 US-191 Pavement Rehabilitation (Armory Road to East Safford) (18,457.0)
13 Capital - ADOT - FY 2023 Tier 2 Study (North-South Corridor to Pinal) (12,279.0)
14 Capital - ADOT - FY 2023 Loop 101 Screen Wall (51st Ave to 59th Ave) (9,314.0)
15 Capital - ADOT - FY 2023 SR-90 Pavement Rehabilitation (Campus Drive to Border Patrol Station) (7,562.5)
16 Capital - ADOT - FY 2023 SR 303 & US-60 Interchange Design (5,043.0)
17 Capital - ADOT - FY 2023 SR 74 Interchange Study and Design at Lake Pleasant Parkway (4,650.0)
18 Capital - ADOT - FY 2023 SR 90 Improvements (Monson Road to Campus Drive) (3,300.0)
19 Capital - ADOT -  FY 2023 Tier 2 Study (Sonoran Corridor in Pima) (2,400.0)
20 Capital - ADOT - FY 2023 SR 87 Design of Improvements near Coolidge (269.0)
21 Capital - ADOT - FY 2023 SR69/SR169 Roundabout (244.5)
22 Capital - ADOT - FY 2023 Design for Loop 303 Improvements (I-17 to Lake Pleasant Parkway) (178.0)
23 Capital - ADOT - FY 2021 Overpass Construction at Riggs Rd & SR 347 (25,000.0)
24 Capital - ADOT - FY 2021 SR 90 Improvements near Fort Huachuca (1,705.8)
25 Total - GF Transportation Revisions (273,654.2)$     (144,995.0)$     



Appendix G: Executive Proposed Fund Sweeps
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