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FY 2014 General Fund Revenue 
- 91% Generated by 3 Taxes

45%

38%

8% 9%

0%

10%
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50%

Sales Individual
Income

Corporate
Income

Other

January 2013 estimate. Excludes beginning balance1/

1/

Source

Sales and Use Tax

Individual Income Tax

Corporate Income Tax

Other

SUBTOTAL

Urban Revenue Sharing

TOTAL REVENUE

Millions

$     3,997.1

3,396.9

703.7

790.0

$     8,887.7

(559.5)

$   8,328.2
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1st Half Growth Rate 3.6% *
- $32.3 M Above Forecast

(8.3)%Corporate Income Tax

7.6%Individual Income Tax

4.3%Sales Tax (without 1-cent)

% Change over 

Prior Year *

First half growth 0.7% above forecasted growth
Sales tax at forecast, individual income tax above 
forecast, and corporate income tax below forecast

* Based on preliminary December numbers
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FY ’13 Quarterly Growth Rates Have Tapered 
Off From Growth Rates of FY ‘12
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Where Are We Headed Over the Next Few Years?
- Four-Sector Consensus Forecast Incorporates 

Different Economic Views, Including the FAC

4-sector forecast equally weights:

FAC average

UofA model – base

UofA model – low

JLBC Staff forecast

Remaining revenues (9% of 
total) are staff forecast

* Includes Big 3 categories of sales tax, 
individual income and corporate income taxes

JLBC
25%

UA - Low 
25%

FAC 
Consensus 

25%

UA - Base 
25%
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Historical 4-Sector Forecast

Sales Tax
- The Consensus Forecasts Growth of 4.1% in FY ’13 

and 4.8%* in FY ’14

’13 YTD = 4.3%

’12 Actual = $3.65 Billion

Percent Change in Base Revenue Excluding Tax Law Changes and 1-Cent Sales Tax

* Prior to the estimated impact of Amazon sales tax collections. Baseline adjusts for 
this factor, which revises FY ’14 growth to 5.1%.

*
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Amazon Sales Taxes Expected to Add $15 M in ‘14

Online purchases not subject to sales tax if 
company has no physical presence in the state

Amazon has agreed to begin taxing sales
• Fully phased in by FY ’14

• Baseline revenue incorporates this increase

Non-Amazon online tax potential is overstated
• Study has suggested state could collect several 

hundred million – only possible if “business to 
business” is taxed
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Individual Income Tax 
- The Consensus Forecasts Growth of 5.9% in FY ’13 

and 4.7% in FY ’14

’13 YTD = 7.6%

’12 Actual = $3.09 Billion

Percent Change in Base Revenue Excluding 
Tax Law and One-Time Changes 
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Potential One-Time FY ’13 Tax Shift

Federal fiscal cliff threat incentivized companies to 
issue dividends and stockholders to take capital gains
• 4th quarter dividends 4 times higher than a year ago
• May only accelerate, not increase, investment income

Creates potential to shift future year collections into FY 
’13 – and reduce FY ’14 by a corresponding amount
• Very difficult to determine magnitude in advance – Baseline 

does not incorporate

Legislature may consider setting aside potential FY ’13 
individual income tax “windfall” above Baseline
• Approach would help prevent repeating the mistake of 

counting all FY ’06/’07 bubble as permanent revenue
• Set aside should first be dedicated to offset FY ‘14 drop-off
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’13 YTD = (8.3)%

’12 Actual = $644 Million

Corporate Income Tax 
- The Consensus Forecasts Growth of 4.6% in FY ’13 

and 11.7% in FY ’14

Percent Change in Base Revenue Excluding 
Tax Law and One-Time Changes 
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Consensus Predicts Base Growth Rate of 
4.0% in FY ’13 and 4.9% in FY ’14*

UA Base UA BaseUA Low UA LowFAC FACJLBC JLBC
0

2

4

6

8

10
FY ’13 FY ’14

5.9%

4.0%
4.7% 4.9%

7.5%

2.5%

5.9%
5.4%

Details in Appendix A

* Weighted Big 3 average growth prior to 1-Cent sales tax is 4.9% in FY ’13 and 5.5% in FY ’14.  After 
adjusting for small tax categories, the base growth rate is 4.0% in FY ’13 and 4.9% in FY ’14.
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time revenues, and urban revenue sharing

Consensus Accelerates Growth Through FY ’16
- FY ’14 – ’16 Average Annual Base Growth = 5.7%
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Fiscal Impacts of Enacted Tax Laws
- Includes Property Tax Change Impact on K-12 Budget

Revenue Loss/Spending Increase Relative to Enacted FY 2013 Budget
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Major Tax Provisions Affecting General Fund

($ in Millions)

695218Capital Gains Reduction

453818New Employee Tax Credit

47250Corporate Sales Factor Phase In (FY ‘15 – FY ‘18)

116540Corporate Rate Phase Down (FY ‘15 – FY ‘18)

674119Business Property Taxes / Homeowner Rebate

FY ‘16FY ‘15FY ‘14Provisions

All impacts relative to FY ‘13
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State’s Distribution to Urban Revenue Sharing 
Will Increase by $45 M in ’14  
– Amount Linked to Income Tax Collections 2 Years Prior
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FY ’14 – FY ’16 Baseline Revenue Changes

Base Revenue Growth (4.9%/5.9%/6.2%)

TPT 1 ¢ Expires

Elimination of Fund Transfers

One-Time FY ’13 Revenue Loss 1/

Previously Enacted Tax Legislation

Urban Revenue Sharing

Change In Beginning Balance 2/

Additional Revenues

Total Resources

FY ’14
Above ’13

416

(924)

(90)

52

(47)

(45)

254

(384)

8,979

FY ’15
Above ’14

526

--

(6)

--

(134)

(28)

(341)

17

8,996

FY ’16
Above’15

575

--

--

--

(108)

(35)

(285)

147

9,143

General Fund - $ in Millions

1/ TPT early payment threshold

2/ Beginning balances: FY ’13, $397 M; FY ’14, $651 M; FY ’15, $310 M; FY ’16, $25 M
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Revenue Changes Between FY ’13 and FY ‘16

FY ’13 Total Revenue

Base Revenue Increase

Loss of 1 cent Sales Tax

Beginning Balance Reduction

Enacted Tax Reductions

Increased Urban Revenue Sharing

Other

FY ’16 Total Revenue

$ in Millions

$9,364

1,517

(924)

(372)

(289)

(108)

(44)

$9,143
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Consensus Forecasts Remains Below FY ’07 High 

Excludes balance forward and other one-time revenues.  Includes tax law 
changes and Urban Revenue Sharing.

9.128.69
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Risks to the Economic Forecast – Fiscal Cliff 2
- Impact of Federal Spending Reductions

As part of the January 1 budget agreement, Congress 
deferred mandated spending reductions to March 

At that time, 9% reduction to domestic and defense 
expenditures would occur absent other action

Defense cuts may disproportionally focus on 
procurement
• Studies have estimated AZ defense industry generates $71 M 

in business taxes and $52 M in individual income taxes

Domestic reductions would affect state grants such as 
education and job training – but excludes Medicaid, 
TANF and SNAP
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Beyond the “Cliff”, Other Risks to the
Economic Forecast

Unforeseen natural disasters and political events have 
economic consequences
• Since the October FAC meeting, Superstorm Sandy is an 

example

International economics increasingly has domestic 
repercussions – Europe’s debt crisis and the slowing 
of the Chinese boom

4-sector Baseline has accelerating revenue growth in 
FY ’16
• Long term forecasts usually get more cautious
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Given Unknowns, How Do We Evaluate
Likelihood of Forecast?

Since no one forecast is likely to be correct, 
a “probability” percent clarifies the risk

Probability percent of meeting or exceeding 
FY ’14 Baseline forecast is 65%

Derived from consensus input
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FY ’14 – FY ‘16 Baseline Spending Changes

K-12 Formula
Medicaid Formula (prior to expansion)

Medicaid Mandatory Expansion
One-Time FY ’13 Caseload Savings

ADC Operating – phase-in approved beds
Debt Service

Land Department Fund Source

Other
Additional Spending

Total Spending

FY ’14 
Above ’13

55

(97)

74
76

9
20

11

9
157

8,669

FY ’15 
Above ’14

54

115

140
--

19
--

--

(26)
302

8,971

FY ’16 
Above ’15

82

128

22
--

7
--

--

3
242

9,214

General Fund - $ in Millions
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FY ’14 – ’16 Baseline Projections

$651 M

$8.7 B

$9.0 B

$397 M

‘13

$25 M$310 M$651 MBalance Forward

$(70) M$25 M$310 MEnding Balance

$9.2 B$9.0 B$8.7 BSpending

$9.1 B$8.7 B$8.3 BRevenues

‘16‘15‘14Baseline

1/

1/ $8.5 billion after adjusting for Rainy Day Fund deposit

After statutory spending, effectively no money remains for 
discretionary spending without increasing out-year shortfall

Excludes impact of K-12 inflation court ruling – would add a new 
$80 M+ to budget each year.  If funded, would result in $(223) M
FY ’15 shortfall and $(346) M FY ’16 shortfall
$450 M Rainy Day Fund available to offset shortfalls
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JLBC Baseline Revenues Compared to Expenditures
- If No Discretionary Spending – Small FY ’16 Shortfall

FY ‘13 FY ‘14 FY ‘15 FY ‘16

$9.36

$8.71

$8.98

$8.67

$9.00 $8.97
$9.14 $9.21

$8.04

$8.51
$8.33

$8.69

$9.12

$651 M $310 M $25 M $(70) MEnding
Balance

Rev Rev Rev RevExp ExpExpExp
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Base Beg Balance 1 ¢ Sales Tax BSF

FY ‘13 FY ‘14 FY ‘15 FY ‘16

Rev Rev Rev RevExp ExpExpExp

$9.36

$8.71

$8.98

$8.75
$8.91

$9.14 $9.12

$9.46

$8.04

$8.51
$8.33

$8.69

$651 M $228 M $(223) M $(346) MEnding
Balance

JLBC Baseline Adjusted for K-12 Inflation Ruling
- Every Extra $1 Spent in ’14 Increases ’16 Shortfall by $3
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Executive Budget Comparison

30
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2 Factors Influencing Budget Outlook through ’16

How much revenue forecast risk in an 
uncertain economic environment?

How much discretionary spending 
above the Baseline? 
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Executive Has $261 M More in Higher Revenue 
Than JLBC Baseline in FY ‘14

General Fund Revenue

FY ’13 - $84 M

FY ’14- $261 M
• $74 M: higher Beginning Balance

• $125 M: higher revenue growth rates

• $62 M: employee Health Insurance Fund transfer

• $7 M: insurance premium

• $(7) M: new lottery distributions – counties/parks

32
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Besides $261 M in Higher Revenue, Executive has 
$258 M in Higher Spending

General Fund Spending

FY ’13 - $15 M (CPS supplemental)

FY ’14 - $258 M
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What Is The Margin For Error?
- Ending Balance Projections

JLBC Baseline

Executive

Executive – Modified*

FY ‘13

651

725

725

FY ‘14

310

313

123

FY ’15

25

122

(322)

FY ‘16

(70)

139

(263)

$ in Millions

* Modified to include JLBC’s FY ’14 – ’16 base revenue forecast
and ADE statutory formula estimate
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How Different Assumptions Affect Executive’s
FY ’15 Estimate

$313

(65)

(125)

$123

(190)

(85)

(170)

$(322)

’14 Executive ending balance

’14 JLBC higher ADE formula costs

’14 JLBC lower revenue

’14 revised Executive ending balance

’15 lower beginning balance
($122 M rather than $313 M)

’15 JLBC higher ADE formula costs

’15 JLBC lower revenue

’15 revised Executive ending balance

$ in M Changes to Ending Balance
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Base Beg Balance 1 ¢ Sales Tax BSF

Executive Revenues Compared to Expenditures
- As Adjusted for JLBC Revenues and ADE Formula

FY ‘13 FY ‘14 FY ‘15 FY ‘16
$9.45

$8.72

$9.12
$8.99

$8.84

$9.16 $9.15

$9.42

$8.09

$8.52
$8.39

$8.72

$651 M $123 M $(322) M $(263) MEnding
Balance

Rev Rev Rev RevExp ExpExpExp
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Appendix A: January 2013 4-Sector Forecast

**   Adjusted for Amazon and small revenue categories
*      Does not include the estimated impact of Amazon sales tax collections – with Amazon, estimate is 5.1%

6.2%5.9%4.9%4.0%Consensus Weighted Average***
6.2%5.9%5.5%4.9%“Big-3” Weighted Average **

*** Adjusted for Amazon and tax law changes

5.0%4.4%4.3%3.6%Adjusted Consensus Weighted Average***

5.7%5.9%5.9%4.7%FAC Weighted Average
7.2%7.4%7.5%5.9%UA Base Weighted Average
5.8%4.4%2.5%4.0%UA Low Weighted Average
6.1%5.9%5.4%4.9%JLBC Weighted Average
4.0%7.2%11.7%4.6%Average:
7.6%7.5%7.3%5.3%FAC
2.4%10.2%22.5%5.1%UA – Base
0.8%6.5%14.0%4.7%UA – Low
6.1%4.1%2.8%3.3%JLBC Forecast

Corporate Income Tax
6.2%5.3%4.7%5.9%Average:
5.9%5.8%5.7%5.2%FAC
7.3%6.3%6.2%7.6%UA – Base
4.8%2.2%1.0%5.2%UA – Low
6.5%6.5%5.9%5.5%JLBC Forecast

Individual Income Tax

6.6%6.3%4.8%4.1%Average:
5.2%5.7%5.8%4.2%FAC
7.9%7.9%6.1%4.7%UA – Base
7.5%5.8%1.8%2.8%UA – Low
5.7%5.6%5.5%4.6%JLBC Forecast

Sales Tax
FY 2016FY 2015FY 2014FY 2013

*
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Elliott D. Pollack & Company

Trying to Snatch Defeat from 
The Jaws of Victory
(But it won’t work…)

Finance Advisory Committee
Joint Legislative Budget Committee

January 24th, 2013

Presented By:
Elliott D. Pollack

CEO, Elliott D. Pollack & Company

Elliott D. Pollack & Company

The economy we wanted…
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Elliott D. Pollack & Company

What we got…

Elliott D. Pollack & Company

It is only because 
conditions have been 

so poor for so long 
that we feel this 

mediocre recovery is OK.
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Elliott D. Pollack & Company

NATIONAL ECONOMY –

Continued subpar growth.  
But, recovery should continue. 
(unless the Federal Gov’t does something stupid…)

Elliott D. Pollack & Company

FISCAL CLIFF
(still unresolved)

Causes great 
uncertainty.



4

Elliott D. Pollack & Company

Keep your eye on 
the ball.

(The ball is 
deficit reduction).

Elliott D. Pollack & Company

Best case scenario, 
The American Taxpayer Relief Act 

will reduce the deficit 
by $737 billion over 10 years.

Total Reduction Needed:
$4-6 Trillion

*Source: Office of Management and Budget
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Elliott D. Pollack & Company

What we’ve got so far resolves 
only 12-15% of the problem.

Elliott D. Pollack & Company

ObamaCare

•Uncertainty over costs
•Uncertainty over implementation
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United States Real Gross Domestic Product*
Annual Growth 1970 - 2014**

Source: U.S. Bureau of Economic Analysis & Blue Chip Economic Indicators
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Elliott D. Pollack & Company

At least we’re growing!

And growth should continue, 

BUT…
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Elliott D. Pollack & Company

…growth will remain weak 
because of the following:

• Consumer spending modest, but up 
(Additional jobs and hours worked).

• Business spending up 
• Excess industrial capacity.
• Continued housing recovery in 2013. Large 

percent gain. Small numerical gain.
• Limited commercial construction.
• Continued pressure on state 

and local government.
• Limited policy options on part of 

Federal government.

Elliott D. Pollack & Company

Consumers
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Elliott D. Pollack & Company

Consumer debt has declined by 
$1.7 trillion over the last 4 years.

Elliott D. Pollack & Company

Financial Obligation Ratio**
1980 – 2012* 

Source: Federal Reserve
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Elliott D. Pollack & Company

Non-Mortgage Consumer Credit Outstanding
Percent Change Year Ago

1970 – 2012* 
Source: The Federal Reserve Bank of St. Louis
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Elliott D. Pollack & Company

US New Job Data 
Change from Prior Month (S/A)
June 2010 – December 2012

Source: Bureau Labor of Statistics
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Hours Worked
Percent Change from Year Ago

1976 – 2012* 
Source: Bureau of Labor Statistics
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Consumer Confidence
1978 – 2012* 

Source: The Dismal Scientist
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Approval of medical 
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WEALTH EFFECT

Housing prices are up.

Stock market is up 
from a year ago.

Elliott D. Pollack & Company

Net Worth – Owners' Equity in Household Real Estate
Source: Board of Governors of the Federal Reserve System

Recession Periods
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Total Net Worth 
Source: Board of Governors of the Federal Reserve System

Recession Periods

Elliott D. Pollack & Company

Jobs are being created at a slow rate.

Those that have jobs are spending a little more but 
will remain cautious.

Unemployment to remain high, but should trend 
lower.

Wealth levels are improving.

Will the additional uncertainty translate into 
reduced consumer spending?

Consumer Summary: 
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Business

Elliott D. Pollack & Company

Business debt has declined by 
$2.9 trillion over the last 4 years.
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Corporate Profit
(Billions of Dollars, SA) 

1975-2012*
Source: BEA
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Elliott D. Pollack & Company

Business Spending on Equipment
Percent Change from Prior Quarter 

2005 – 2012* 
Source: Bureau of Economic Analysis
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Business Spending on Plant 
Percent Change from Prior Quarter

2005 – 2012* 
Source: Bureau of Economic Analysis
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*Data through third quarter 2012

Elliott D. Pollack & Company

Capacity Utilization Rate
1970 – 2012* 

Source: The Federal Reserve Bank of St. Louis
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Businesses are in better shape.

Spending on equipment to continue to 
grow.

Spending on plant will lag until capacity 
utilization goes higher…getting close.

Employment to continue to grow.

Business Summary: 

Elliott D. Pollack & Company

Government 
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Gross Government debt has 
INCREASED by $5.8 trillion 

over the last 4 years.

Elliott D. Pollack & Company

Balanced Budget

We are borrowing $0.34 of every 
dollar we spend and can’t collect 

enough in taxes to make it up.
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Balanced Budget

RECEIPTS $ tril
Individual income taxes 1.165
Corporate income taxes 0.237
Social insurance & medicare taxes 0.775
Unemployment insurance 0.066
Other 0.226

TOTAL $2.469

Source: U.S. Treasury; FY 2013 U.S. Budget

Elliott D. Pollack & Company

Balanced Budget

EXPENDITURES $ tril
Discretionary (security – military, defense, homeland security, 
FBI, CIA and non-security – departments of education, energy, etc.)

1.319

Mandatory (Programs such as Medicare, Medicaid, SS, TARP) 2.252

Interest on debt 0.225

TOTAL $3.796

Source: U.S. Treasury; FY 2013 U.S. Budget
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Balanced Budget

EXPENDITURES $3.796 trillion
RECEIPTS $2.469 trillion
= DEFICIT $1.327 trillion

Discretionary Expenditures = $1.319 trillion

Source: U.S. Treasury; FY 2013 U.S. Budget

Elliott D. Pollack & Company

So, even if we completely shut 
down government, including the 
military, we still wouldn’t have a 

balanced budget.

Balanced Budget
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Balanced Budget

The federal debt scheduled to be:

$16.2 trillion in 2013
$25.9 trillion in 2022

Source: U.S. Treasury; FY 2013 U.S. Budget

Elliott D. Pollack & Company
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Federal Surplus (+) or Deficit(-)
1905-2012

Source: Office of Management and Budget

Elliott D. Pollack & Company

What is 
the 

tipping 
point?
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You won’t 
know what 

you’re 
getting
until it’s

TOO LATE.

Elliott D. Pollack & Company

The reality is that 
there is no chance that 
the U.S. will default on 

its debt.
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What does the government 
need to do?

First, admit there is a problem

Second, deal with the problem.

It will be painful and there is no 
easy way out.

Elliott D. Pollack & Company

What does the government 
need to do?

• Need significant cuts in the rate of 
increase for long term fiscal health.

• Modest tax increases designed not to 
hurt incentives.

• But, significant cuts or tax increases 
will hurt the economy next year.

• Therefore, they need to phase it in!!!
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Individual Income Taxes as Percent of GDP
Source: Office of Management and Budget

Recession Periods

Elliott D. Pollack & Company

Federal Outlays as Percent of GDP
Source: Office of Management and Budget

Recession Periods
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In 1930, the average life 
expectancy of someone entering 
the workforce was 66 years old.

Elliott D. Pollack & Company

Today, the average life 
expectancy of someone entering 

the workforce is 79 years old.
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In 1934, the retirement age 
was 65.

Elliott D. Pollack & Company

Today, the retirement age 
is 67.
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Social Security Beneficiaries per 100 Covered Workers
1950-2090*

Source: Social Security Administration

*2012-2090 Intermediate Forecast by Social Security Administration

Elliott D. Pollack & Company

Today, persons 65 years and 
older represent 13% of 

the U.S. population.

*Source: U.S. Census Bureau



28

Elliott D. Pollack & Company

In 2030, persons 65 years and 
older will represent nearly 23%

of the U.S. population.

*Source: U.S. Census Bureau

Elliott D. Pollack & Company

U.S. is spending much 
more for older ages

Per Capita Health Care Costs by Age
Source: “US-Europe Comparisons of Health Risk for Specific Gender Age Groups”
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State & local under pressure.

But, more revenues available in FY2013.

Federal spending up but more slowly.

Fiscal problem not resolved.

Government Summary:

Elliott D. Pollack & Company

Question:
Can Europe cause a recession 
in the U.S.?
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Conclusion:

Europe unlikely to cause any 
significant problems for U.S. 

Elliott D. Pollack & Company

NATIONAL SUMMARY
Consumers still restructuring
Confidence low, but spending will 
continue to grow
Business in good shape but not 
confident because of:

Low capacity utilization
Cost of Obama Care
Fiscal Cliff?

Federal government, 
no leadership whatsoever.
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ARIZONA

Happy
Birthday!!

Elliott D. Pollack & Company

Arizona & US Move Together
(Non-farm Emp. Percent Change 1980 – November 2012)
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There is little that isn’t 
transitory or cyclical…

Elliott D. Pollack & Company

How did AZ go from 2nd to 49th?
Financial meltdown.
Credit crunch/freeze.
Overextended consumer.
Excess single family inventory.
Housing prices decline.

Loss of wealth including home equity.
Can’t sell homes or retire.
Homebuilding and home prices crash.
Population inflows weaken in AZ.
Household size increases.
Household formations decline.

Excess commercial construction

“Growth” job losses.
All sector job loses.
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How does AZ go from 49th to 2nd?
Overall US economic recovery improves.
Stock market improves.
Credit frees up.
Consumers more confident.
People start to move to AZ again, slowly.
Investors help absorb excess housing.

Excess housing absorbed
Housing prices rise.
Construction kicks in.
Construction job gains.

All sector job gains.
More people move to AZ.

Elliott D. Pollack & Company

But the local recovery 
will be slow because…

Slow national recovery
Consumers still restructuring
Low levels of confidence
Winding down of defense sector
Population flows slow:

40% of U.S. households are not mortgage 
creditworthy.
More than 39% in Arizona and 22% 
nationally have no equity in their homes.
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Year Rank
2000 5
2001 10
2002 12
2003 4
2004 2
2005 2
2006 2
2007 16
2008 46
2009 49
2010 49
2011 23
2012* 5

Year Rank
1991 20
1992 21
1993 5
1994 2
1995 2
1996 2
1997 2
1998 1
1999 2

Arizona Employment Growth
Source: Arizona State University, U.S. Bureau of Labor Statistics

*YTD December 2012 vs YTD December 2011

Elliott D. Pollack & Company

Arizona Employment*
Annual Percent Change 1975–2014**

Source: Department of Commerce, Research Administration
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If the mandated spending cuts take place, 
total loss to Arizona is projected at:

45,000 to 50,000 jobs.

(This does not take into account any slowdown 
caused by tax increases.)

We will still grow, but very 
slowly.

FISCAL CLIFF IN ARIZONA?

Elliott D. Pollack & Company

Arizona Employment*
Source: Bureau of Labor Statistics

Sectors in Decline
Net

Change
Information -1,000
Other Services -400
Natural Resources & Mining -100

*Dec. 2012/ Dec. 2011

Sectors Improving
Net

Change
Professional & Bus Services 13,300
Trade, Transp, Utilities 12,200
Education & Health Services 10,200
Leisure & Hospitality 8,800
Construction 7,300
Government 6,200
Financial Activities 3,800
Manufacturing 3,600
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Arizona-
Jobs Finally in the Black

Over last 12 months:            63,900
12 months before that: 22,900
12 months before that:           7,000
12 months before that:     (160,500)
12 months before that:     (138,100)

* As of December 2012

Elliott D. Pollack & Company

Arizona Jobs
Source: BLS 

Jobs lost Peak to Trough: 300,800
(Dec-07)     (Jul-10)

Jobs gained Trough to Current: 102,900
(Jul-10) (Dec-12)

***We are 34% of the way back***

*Based on seasonally adjusted monthly data
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Employment Levels: 
Arizona back to Peak in 2015?

Source: ADOA
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Peak

Elliott D. Pollack & Company

Arizona Non-Farm Employment Gains 
41 Months After Recession End

Source: BLS Seasonally Adjusted Data         
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Year Rank # MSA’s
2000 9 25
2001 7 26
2002 5 25
2003 3 25
2004 3 25
2005 1 26
2006 1 27
2007 9 28
2008 24 28
2009 24 25
2010 24 24
2011 12 24
2012* 3 25

Year Rank # MSA’s
1991 4 19
1992 4 19
1993 2 19
1994 1 19
1995 1 20
1996 1 21
1997 1 22
1998 1 23
1999 3 24

Phoenix-Mesa Employment Growth
(Ranking among all metro areas greater than 1,000,000)

Source: Arizona State University, U.S. Bureau of Labor Statistics

*Year-to-date, December 2012

Elliott D. Pollack & Company

Arizona Employment
Source: U.S. Bureau of Census; Arizona Department of Administration; University of Arizona Forecasting Project

YEAR EMPLOYMENT

1950 161,600
1960 333,800
1970 547,400
1980 1,013,900
1990 1,483,100
2000 2,242,700
2010 2,382,000
2020 3,104,900
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Arizona Population
Source: U.S. Bureau of Census; Arizona Department of Economic Security; University of Arizona Forecasting Project

Annual
Year Population Rate
1960 1,407,000
1970 1,795,000    2.5%
1980 2,716,500    4.2%
1990 3,684,100    3.1%
2000 5,175,600    3.5%    
2010 6,401,600    2.1%
2020(forecast) 7,395,100    1.5%

Elliott D. Pollack & Company
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Five Year Distribution of Movers in U.S. by Type*
1980-2010

Source: U.S. Census Bureau

*Excludes movers in the same county
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SRP Residential Utility Hookup Percentage Growth 
Greater Phoenix 2003 – 2012* 

Source: SRP
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APS: Slowest Growth in over 50 years
1954 – 2012*
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Elliott D. Pollack & Company

Arizona Retail Sales 
Percent Change Year Ago*

1999 – 2012**
Source: Arizona Department of Revenue

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

Jan
-99

Jul
-99

Jan
-00

Jul
-00

Jan
-01

Jul
-01

Jan
-02

Jul
-02

Jan
-03

Jul
-03

Jan
-04

Jul
-04

Jan
-05

Jul
-05

Jan
-06

Jul
-06

Jan
-07

Jul
-07

Jan
-08

Jul
-08

Jan
-09

Jul
-09

Jan
-10

Jul
-10

Jan
-11

Jul
-12

Jan
-12

Jul
-12

*Data through November 2012
**3-month moving average

Note: January 2010 and March 2010 retail sales are estimates.

Recession Periods



44

Elliott D. Pollack & Company

It’s hard not to be optimistic 
about HOUSING

Elliott D. Pollack & Company
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US Total Vacant Housing Units
1965-2012*

Source: US Census Bureau
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Number of Active Subdivisions
Greater Phoenix

Source: CRA
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A dimmer switch…

Not a light switch…
Bad

Good

Bad

Not great OK

Good

Great

Mediocre

Terrible

Housing

Elliott D. Pollack & Company

• Think of what the housing market is 
going through as the same as any 
manufacturer that finds themselves 
with excess inventory…

• Prices are cut 
until the excess
is sold.

• Then prices
rise.
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Single Family Permits
Source: RL Brown

Greater Phoenix Greater Tucson

Year Permits % chg Permits % chg

2004 60,872 27.6% 9,570 12.4%
2005 63,570 4.4% 11,783 23.1%
2006 42,423 -33.3% 9,607 -18.5%

2007 31,172 -26.5% 5,044 -47.5%
2008 12,582 -59.6% 3,018 -40.2%
2009 8,027 -36.2% 2,088 -30.8%
2010 6,822 -15.0% 1,865 -10.7%
2011 6,794 -0.4% 1,437 -23.0%
2012 11,615 71.0% 2,029 41.2%

Elliott D. Pollack & Company

Single Family Permits 
Greater Phoenix 1975–2016*

Source: RL Brown & Elliott D. Pollack & company
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Price gains are greater in 
distressed properties.

Elliott D. Pollack & Company

Growth in Single Family Home Prices
November 2012 / November 2011

Source: ASU / MLS / Bright Future Real Estate Research

Phoenix      Tucson  
New Homes: 9.5%           2.5%

Resale Homes: 33.9%         27.5%

NOTE: Resale includes normal and 
distressed single family home prices (MLS)
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Home Prices Indices
Greater Phoenix

1989 – 2012* 
Source: Macro Markets, LLC; AMLS
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Greater Phoenix Monthly New Home Permits
January 2008 – November 2012

Source: RL Brown
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Greater Phoenix Monthly New Home Permits
January 2003 – November 2012

Source: RL Brown
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Total Single Family Units Occupied by Renters
2000-2011

Greater Phoenix
Source: American Community Survey
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U.S. Homeownership Rate
1994-2012*

Source: Census Bureau
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Top 10 States
Percent of Homes with Mortgages with Negative Equity

Source: Core Logic
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Percent of Homeowners
by Market Status

(National)
Source: CoreLogic

Homeowners that could be in resale market:  67%
(Free & clear or LTV less than 90%)

Homeowners not in resale market: 33%
(LTV greater than 90%)

Elliott D. Pollack & Company

Also, about 40% of Households 
are not credit worthy.

Source: CoreLogic
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Until this gets resolved 
locally and nationally, 

the rate of 
population growth 

will be anemic.

Elliott D. Pollack & Company

This will limit the rate of 
growth in jobs.
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As housing prices go up, 
more and more people will be 
able to sell their homes 
because they aren’t 
underwater.

Elliott D. Pollack & Company

Household Formations
Lower during recessions (doubling 
up, living at home with mom & dad, etc)
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Percent of 25-34 Year Olds Living With Parents vs. 
Homeownership Rate, Under 35 Years Old 

U.S.:  1983 – 2011 
Source: US Census Bureau
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In a weak economy, 
population growth fails to 

translate into household growth, 
but when the economy begins to 

strengthen, there is pent-up 
demand for housing. 

Source: Linneman Letter
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As new housing and 
housing prices recover, the 
entire economy is helped.

Elliott D. Pollack & Company

There are still issues…

•Population flows
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So, we are on the 
right track.

Elliott D. Pollack & Company

But, we are recovering, 
we are not recovered.
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Multi-Family

Elliott D. Pollack & Company

Multi-Family Year-End Vacancy Rates
Maricopa County 1975–2014*

Source: ASU Realty Studies / Hendricks & Partners**
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Absorption Completions

2007 (3,121) 3,800
2008 (4,466) 5,900
2009  9,100                       6,231
2010  11,619 200
2011 7,729 248
2012q3 2,931 274

Multi-Family Housing Market 
Source:  PMHS and Hendricks & Partners

Elliott D. Pollack & Company

OFFICE

More 
lights on?
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Office Space Year-End Vacancy Rates
Maricopa County 1986–2014*

Source: CBRE
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Greater Phoenix Office Market
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)
2006 3,245,888 **2,320,302
2007 1,500,704 4,905,374
2008 (603,112) 3,402,646
2009 (677,329) 1,798,415
2010 233,670 2,011,404
2011 1,857,433 3,144,910
2012q3 1,111,008 1,033,684

*Only includes multi-tenant space greater than 10,000 SF
** A number of buildings in downtown and mid-town are being converted to office condos.
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As of third quarter 2012, 
there are 300,975 square feet 

of office space 
under construction.

Source: CBRE 

Elliott D. Pollack & Company

Under any reasonable 
employment growth scenario, 

we believe it will be 2016 before 
any significant office 
construction occurs 

(although some sub-markets 
will be sooner).
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INDUSTRIAL

Slowly filling up?

Elliott D. Pollack & Company

Industrial Space Vacancy Rates
Maricopa County 1980 – 2014*

Source: CBRE
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Greater Phoenix Industrial Market 
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)
2006 6,032,175 7,829,959
2007 8,359,835 13,914,181
2008 629,838 13,467,215
2009 (4,649,352) 4,753,218
2010 4,455,097 2,451,202
2011 7,753,111 2,842,185
2012q3 6,093,132 2,132,574

Elliott D. Pollack & Company

As of third quarter 2012, 
there are 5.4 million square feet 

of industrial space 
under construction.

Source: CBRE 
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RETAIL

Elliott D. Pollack & Company

Retail Space Vacancy Rates
Maricopa County 1985–2014*

Source: CBRE**
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Greater Phoenix Retail Market 
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)
2006 5,244,597 4,582,618
2007 9,424,362 11,104,865
2008 3,395,986 6,229,205
2009 (1,117,100) 4,405,985
2010 (75,352) 902,380
2011 (152,647) 24,543
2012q3 1,179,828 (58,535)

NOTE: 325,000 sf were deleted from inventory during 
2011 and 175,000 through q2 2012 due to market data 
updates and demolitions.

Elliott D. Pollack & Company

As of third quarter 2012, 
there are 0.9 million square feet 

of retail space 
under construction.

Source: CBRE 
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The economy is improving 
in both absolute and 

relative terms.

Elliott D. Pollack & Company

Is the Glass Still Half Full?
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Growth is slow by historic 
standards because the 
U.S. economy
is slow and 
incentives 
are perverse.

Elliott D. Pollack & Company

The economy should 
gain some momentum

(unless the Federal government does 
something stupid)
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There is a 
BOOM 

for Arizona 
out there 

somewhere.

Elliott D. Pollack & Company

But not in 
2013.
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ARIZONA–
Slow but mildly accelerating 
recovery.

2013 will be better than 2012

2014 will be better than 2013

2015 should be a good year.

Elliott D. Pollack & Company

ELLIOTT D. POLLACK
& Company

7505 East Sixth Avenue,  Suite 100  Scottsdale, Arizona   85251
480-423-9200 P / 480-423-5942 F / www.arizonaeconomy.com / info@edpco.com

• Economic and Fiscal Impact Analysis/Modeling

• Real Estate Market and Feasibility Studies

• Litigation Support

• Revenue Forecasting

• Keynote Speaking

• Public Finance and Policy Development

• Land Use Economics

• Economic Development



OFFICE OF THE ARIZONA STATE TREASURER

1.24.2012

Finance Advisory Committee 
Cash Flow Update

ARIZONA STATE TREASURER DOUG DUCEY

STATE CASH FLOW
TOTAL OPERATING ACCOUNT AVERAGE MONTHLY BALANCE

Up 65% in First Half YOY

$1.46 billion 
in December



ARIZONA STATE TREASURER DOUG DUCEY

STATE CASH FLOW

ARIZONA STATE TREASURER DOUG DUCEY

STATE CASH FLOW
YTD FY 2013 Cash Flow vs. Last Two Fiscal Years
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SUMMARY OF FY 2014 JLBC BASELINE’S GENERAL FUND REVENUE ESTIMATES 
 

FY 2013 

 
FY 2013 General Fund Baseline revenues are projected to 
be $9.36 billion.  As indicated in Table 1, the revised 
FY 2013 revenue estimate is $341.5 million higher than 
the estimate from the FY 2013 budget enacted May 2012. 
 

Table 1 
FY 2013 Revenue Forecast 

($ in Millions) 
  
Adopted FY 2013 Revenue Estimate $9,022.3 
  
Revised Revenue Forecast $   341.5 
  
Revised FY 2013 Revenue Estimate $9,363.8 

 
The Baseline Revenue projection is $341.5 million higher 
than the original forecast due to: 
 
• A gain of $66 million in ongoing revenues under the 

updated January consensus forecast, as discussed 
below. 

• Increased balance forward from FY 2012.  The original 
budget assumed an ending balance of $122 million for 
FY 2012. The actual balance carried forward into FY 
2013 was $397 million, an increase of $275 million.  
This increase was due to a combination of both higher 
than expected revenue collections and lower than 
expected expenditures in FY 2012. 

 
The FY 2013 base revenue growth is based on the 
consensus forecasting process (see FY 2014 section 
below).  “Base Revenues” reflect the underlying growth in 
the economy and do not include one-time adjustments, 
urban revenue sharing or new tax law changes.  Table 2 
shows the FY 2013 base revenue growth rates for the “Big 
3” General Fund revenue sources (sales tax, individual, 
and corporate income tax) provided by each of the 
components comprising the 4-sector consensus forecast.   
 
Table 2 

FY 2013 4-Sector Forecast Percentages 

  
FAC 

UA 
Low 

UA 
Base 

 
JLBC 

 
Avg. 

Sales 4.2% 2.8% 4.7% 4.6% 4.1% 
Individual 
  Income  

 
5.2% 

 
5.2% 

 
7.6% 

 
5.5% 

 
5.9% 

Corporate 
  Income 

 
5.3% 

 
4.7% 

 
5.1% 

 
3.3% 

 
4.6% 

Weighted 
  Average 1/ 

 
4.7% 

 
4.0% 

 
5.9% 

 
4.9% 

 
4.9% 

____________ 
1/ Once adjusted for minor revenue categories, the base FY 2013 

revenue increase is 4.0%. 
 
Based on the weighted average of the components of the 4-
sector consensus forecast, “Big 3” General Fund revenue 

would grow by 4.9% in FY 2013.  After adjusting for 
small revenue categories, the base revenue growth rate 
would be 4.0%.  After including tax law changes, the 
projected adjusted revenue growth would be 3.6%.  
 
The original FY 2013 budget assumed base revenue 
growth of 5.1%.  The Arizona economy, however, has not 
grown as quickly as anticipated. For example, year-to-date 
sales tax growth is 4.3%. 
 
Based on preliminary tax collections through December, all 
year-to-date ongoing revenues (including the 1-cent 
temporary sales tax) are 3.6% above the same period in 
FY 2012.  While this growth rate includes tax law changes, 
this estimate is likely comparable to base revenues.  Most tax 
law changes will affect the second half of FY 2013.  
 
Despite having revenue growth below the original 
budgeted rates, overall revenues are projected to be higher 
than budgeted by $66 million.  The higher than expected 
FY 2012 base more than offsets the lower FY 2013 
revenue growth rate. 
 
FY 2013 state revenue collections are also likely to be 
affected by the increase in capital gain and dividend taxes 
at the federal level on January 1, 2013.  This change 
incentivized taxpayers to take capital gains and businesses 
to issue dividends in the 4th quarter of calendar 2012.  Due 
to the difficulty in estimating this one-time gain, the 
Baseline does not reflect these added revenues.  (See Other 
Issues at the end of this section for more information.) 
 
The individual revenue detail for FY 2013 is found in 
Table 8 at the end of this section.   
 

FY 2014 

 
While base revenues are forecast to grow in FY 2014, one-
time factors are forecast to reduce overall FY 2014 collections 
to $8.98 billion, or $(384.6) million below FY 2013.  This net 
revenue loss includes:  
 
• $416.4 million representing a 4.9% gain in base 

revenues under the 4-sector consensus forecast for FY 
2014, as outlined below. 

• $254.0 million increase in the balance forward from the 
previous fiscal year. 

• $52.0 million increase due to a one-time budget cost in 
FY 2013. 

• $(924.2) million loss due to the expiration of the 
temporary 1-cent sales tax in June 2013. 

• $(90.0) million loss as a result of discontinuing fund 
transfers. 

• $(45.9) million loss due to an increase in urban revenue 
sharing. 
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• $(46.9) million loss due to previously enacted 
legislation. 

 
The FY 2014 Baseline estimated growth rates for the “Big 
3” ongoing revenue categories were developed through a 
consensus process.  The Baseline revenue estimate is based 
on averaging the results of the following 4 forecasts:  
 
• Finance Advisory Committee panel forecast of 

January 2013.  Consisting of 15 public and private 
sector economists, this independent panel meets 
3 times a year to provide the Legislature with 
guidance on the status of the Arizona economy. 

• The University of Arizona Economic and Business 
Research (EBR) General Fund Baseline model.  The 
model is a simultaneous-equation model consisting of 
more than 100 equations that are updated on a regular 
basis to reflect changes in the economy.  The model 
uses more than 200 variables related to Arizona’s 
economy and is updated quarterly. 

• EBR’s conservative forecast model, and 
• JLBC Staff projections. 
 
The growth rates from each sector of the forecast are 
detailed in Table 3. 

 
Individual and corporate income tax collections are 
forecast to grow by 4.7% and 11.7%, respectively.  
 
In FY 2014, sales tax revenue (excluding the temporary 1 
cent tax) is projected to increase by 4.8%, prior to an 
adjustment for Amazon sales taxation.  Amazon 
announced in October 2012 that it will begin collecting 
and remitting sales tax for any goods sold to Arizonans 
beginning February 1, 2013.  This is expected to increase 
revenues by $3 million in FY 2013 and $15 million in FY 
2014 when this change is fully phased in.        
 
After adjusting for small revenue categories and excluding 
the 1 cent tax expiration, FY 2014 base revenues would 
grow by 4.9%, or in dollar terms, $416.4 million. 
 

Risks to the Revenue Forecast 
 
Although economic conditions have improved since the 
recession officially ended in June 2009, there are 
considerable risks that could have an impact on future state 
revenue growth.  The current environment of economic 
uncertainty is reflected in recent policies adopted by the 
Federal Reserve.  In addition to its decision to retain the 
near 0% short-term interest rate until the unemployment 
rate falls below 6.5%, the Fed has also launched a new and 
open-ended program of asset purchases in an effort to 
drive down long term interest rates. 
 
There are numerous other risks to the forecast, such as: 
 
Unforeseen natural disasters and political events – Superstorm 
Sandy is a recent example of an event with direct economic 
consequences.  
 
International economics – the sovereign-debt crisis in 
Europe and the slowing of economic growth in countries 
such China and India have impacts on the U.S. economy.   
 
Federal fiscal policy uncertainty – while the New Year 
fiscal cliff legislation averted most of the tax increases that 
otherwise would have taken effect in January 2013, it did 
not address the current federal debt ceiling.  Although the 
federal government’s authorized borrowing limit of $16.4 
trillion was technically reached in late December, the U.S. 
Treasury is expected to have the means to continue 
financing government spending until late February or early 
March.   

 
Unless the debt ceiling is raised at this time, however, 
there would be immediate, steep reductions in government 
spending since the federal government will be able to 
spend only what it receives in revenues.  Such a sharp 
reduction in government spending would likely cause the 
economy to contract.   
 
Apart from the possibility of another debt ceiling crisis, 
there is also uncertainty associated with the current 
spending sequester (scheduled reductions in government 
spending).  Instead of addressing the sequester, Congress 
decided to postpone its implementation from January 1 to 
March 1.  The sequester could reduce some domestic and 
defense spending by approximately 9%.  If that reduction 
occurred in defense contractor spending, for example, 
Arizona would be negatively affected.    
 
Additionally, the continuing resolution under which the 
federal government is now operating expires at the end of 
March.  Without a new resolution, the federal government 
will shut down in April.   
 
The discussion above underscores that any forecast is 
uncertain and therefore unlikely to be correct. In an 
attempt to spell out the risk associated with the January 
Consensus Forecast, JLBC Staff asked FAC panel 
members to submit the probability percentage at which 

Table 3 
FY 2014 4-Sector Forecast Percentages 

  
FAC 

UA 
Low 

UA 
Base 

 
JLBC 

 
Avg 

 
Sales 

 
5.8% 

 
1.8% 

 
6.1% 

 
5.5% 

 
4.8% 1/ 

Individual 
  Income 

 
5.7% 

 
1.0% 

 
6.2% 

 
5.9% 

 
4.7% 

Corporate 
  Income 

 
7.3% 

 
4.0% 

 
22.5% 

 
2.8% 

 
11.7% 

Weighted 
  Average 2/ 

 
5.9% 

 
2.5% 

 
7.5% 

 
5.4% 

 
5.5% 1/ 

____________ 
1/ After adjusting for Amazon sales tax collections, the adjusted sales 

tax would increase from 4.8% to 5.1%.  The “Big 3” weighted 
average has been adjusted accordingly. 

2/ Once adjusted for Amazon and minor revenue categories, the base 
FY 2014 revenue increase is 4.9%. 
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they believed that their revenue forecast would be met or 
exceeded.  Based on the average of survey responses, there 
is a 65% probability of meeting or exceeding the FY 2014 
Baseline Consensus Forecast.  
 
To address the uncertainty of the forecast, the JLBC Staff 
has also developed an Alternate scenario.  See Other Issues 
at the end of this section for more information. 
  

Revenue Adjustments 

 
Table 4 provides an overview of base revenue growth rates 
for FY 2013 and FY 2014 with budget legislation changes 
(which include a number of tax law changes and revenue 
adjustments described in more detail in Table 6) and one-
time financing sources.   
 

 
Prior Budget Legislation 
 
Each year, statutory tax law and other revenue changes 
affect the state’s revenue collection base.  These may 
include tax rate or tax exemption changes, conformity to 
federal tax law changes, or the implementation of programs 
that affect revenue collections.   
 

FY 2013 
 
In FY 2013, ongoing budget legislation is expected to 
reduce General Fund revenues by $(33.3) million.  Table 5 
provides a summary of budget legislation changes with 
ongoing revenue impacts in FY 2013.  As noted above, the 
FY 2013 base revenue growth of 4.0% excludes these 
changes.  Further details on these changes can be found on 
pages 294 and 295 of the FY 2013 Appropriations Report.  
In addition, there is $(52.0) million in one-time tax law 
changes as described in the One-Time Financing section.  

The combined impact of all tax law changes in FY 2013 is 
$(85.3) million.   
 

FY 2014 – FY 2019 
 
Several tax law changes enacted in 2011 and 2012 will 
either take effect or be further phased in during FY 2014.  
As shown in Table 6, ongoing budget legislation is 
expected to result in a total new net revenue loss of $(46.9) 
million in FY 2014 compared to FY 2013.  By FY 2019, 
the revenue loss is projected to grow to $(512.0) million 
relative to the FY 2013 budget. 
 
Below is a description of the ongoing revenue changes 
relative to the FY 2013 budget.   
 
Laws 2011, 2nd Special Session, Chapter 1 
• Elimination of Capital Gains on Income Derived from 

Small Business – Capital gains generated by small 
business are no longer subject to income tax, 
beginning in Tax Year (TY) 2014.  This legislation 
defines small businesses as having assets up to $10 
million.  The individual income tax loss is estimated 
to be $(11.6) million in FY 2015 and grow to $(13.6) 
million in FY 2019.  

 

• Phase-Down of Corporate Income Tax Rate – The 
corporate income tax rate is reduced from 6.968% to 
4.9% over 4 years, beginning in TY 2014.  The rate 
reduction is estimated to reduce corporate income tax 
collections by $(53.8) million in FY 2015 and grow to 
$(269.6) million in FY 2019.  

 

• Phase-In of Single Corporate Sales Factor – This 
provision increases the optional sales factor available 
to multi-state corporations from 80% to 100% over 4 
years, beginning in TY 2014.  This provision is 
estimated to reduce corporate income tax collections 
by $(24.6) million in FY 2015 and grow to $(84.0) 
million in FY 2019. 

Table 4 
General Fund Revenue Baseline  

For FY 2013 and FY 2014 
($ in Millions) 

 
 FY 2013   %   FY 2014   %   
Base Revenue $8,512.2 1/ 3.6% $8,928.6 4.9% 
Prior Budget 

Legislation N/A  (46.9)  
Temporary 1¢ TPT 

Increase 924.2      N/A   
Urban Revenue 

Sharing (513.6)  (559.5)  
One-Time Financing     
Budget Legislation     (52.0)      0.0  
Fund Transfers     96.0       6.0  
Balance Forward    397.0       651.0  
Adjusted Revenue $9,363.8 3.3% $8,979.2 (4.1)%
____________ 
1/ The FY 2013 Base Revenue of $8.51 billion includes $(33.3) million in 

ongoing tax law and revenue changes.  Adjusting for these changes, the 
FY 2013 base increase is 4.0%. 

Table 5 
FY 2013 Budget Legislation Changes  

With Ongoing Revenue Impact  
($ in Millions) 

 

Prior Year Changes (Year Enacted)  
  Renewable Energy Production Credit   (2010) $ (10.0) 
  Arizona Commerce Authority  (2010) (10.7) 
  QSCB Revenue   (2010) (1.8) 
  Lottery Decrease (Debt Service)  (2010)    (16.8) 
 Subtotal (39.3) 
  

2012 Tax Law and Revenue Changes  
 New STO Tax Credit $ (4.0) 
 Clean Elections Tax Credit Elimination 12.8 
 Long Term Care Insurance (4.1) 
 Healthy Forest    (0.1) 
 Lottery Distribution 3.5 
 Pari-Mutuel Tax Redirect (0.3) 
 Use Tax Declaration Repeal   (1.8) 
 Subtotal $  6.0 
  

Total – FY 2013 Revenue Impact $ (33.3) 
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Table 6       

Prior Year Budget Legislation With Ongoing Revenue Impact in FY 2014 through FY 2019 
($ Millions) 1/ 

  
Bill/Description of Provision FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 
       
Laws 2011, 2nd SS, Ch. 1       
Eliminates capital gains on income derived from 
small businesses. 

$0.0 $(11.6) $(12.3) $(12.9) $(13.6) $(13.6) 

       
Phases down corporate tax rate from 6.968% to 
4.9% over 4 years. 

0.0 (53.8) (116.0) (183.5) (269.6) (269.6) 

       
Phases in corporate sales factor from 80% to 100% 
over 4 years. 

0.0 (24.6) (47.3) (67.8) (84.0) (84.0) 

       
Creates a $3,000 new job tax credit claimed 
annually for 3 years.  2/ 

(18.2) (37.9) (44.7) (45.7) (42.9) (42.9) 

       
Increases small business eligibility for 30% 
“angel” investment tax credit from $2 million to 
$10 million in assets through FY 2016. 

0.0  (0.5) 4.0 4.0 4.0 4.0 

       
Laws 2012, Ch. 2       
Provides a change in the calculation of the 
corporate sales factor for service companies. 

(3.0) (3.5) (3.9) (4.4) (4.4) (4.4) 

       
Laws 2012, Ch. 343       
Phases in (over 3 years) a 25% reduction of long 
term capital gains on assets purchased after 2011. 

(17.5) (40.5) (56.5) (61.4) (65.6) (69.3) 

       
Extends the net operating loss (NOL) carry-
forward from 5 years to 20 years. 

0.0 0.0 0.0 0.0 0.0 (12.2) 

       
Provides income tax deduction equal to 10% of 
federal bonus depreciation for assets placed in 
service in 2012. 

(4.2) 0.0 0.0 0.0 0.0 0.0 

       
Creates an income tax credit for capital 
investments in new/expanded manufacturing/ 
research facilities and commercial headquarters 

(4.0) (8.0) (12.0) (16.0) (20.0) (20.0) 

       
Total Revenue Impact Relative To FY 2013 

Baseline 
$(46.9) $(180.4) $(288.7) $(387.7) $(496.1) $(512.0) 

Revenue Impact Over Prior Year $(46.9) $(133.5) $(108.3) $(99.0) $(108.4) $(15.9) 
       
____________ 
1/ All impacts are stated relative to the original FY 2013 budget projection.  Excludes property tax changes, which affect 

Department of Education spending rather than General Fund Revenues. 
2/ Includes impact of Laws 2012, Chapter 343 provision which eliminated individual company cap of 400 eligible 

employees. 
 

 
• Job Tax Credit – Laws 2011, 2nd Special Session, 

Chapter 1 created a $3,000 annual tax credit for each 
net new qualifying job added by an employer in the 
state.  To qualify for the 3-year credit, the new 
employment position must:  (1) be full-time, (2) pay at 
least the county median wage, and (3) include health 
insurance paid by the employer.  In addition, a 
business cannot claim the credit unless it meets certain 
minimum job creation and capital investment 
requirements.  Laws 2012, Chapter 343 removes the 

400 maximum job tax credit claims per employer 
established by Chapter 1.  The job tax credit is 
estimated to reduce FY 2014 revenues by $(18.2) 
million over and above the estimated revenue loss in 
FY 2013.  The revenue loss is expected to increase to 
$(42.9) million in FY 2019.  

 
• “Angel” Investment Tax Credit – This provision 

increased the eligibility for tax credits available to 
“angel” investors in certain small businesses.  This 
program, which is capped at $20 million, allows 
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qualified investors to receive a 30% tax credit over 3 
years on investment in qualified small businesses 
(35% if the business is located in a rural area or is a 
bioscience enterprise).  Chapter 1 extended the credit 
authorization by 5 years through FY 2016.  Additionally, 
the act also expanded the definition of qualified small 
business to include firms with assets up to $10 million, 
compared to an asset cap of $2 million under prior 
law.  This provision of Chapter 1 is estimated to 
reduce individual income tax collections by $(0.5) 
million in FY 2015 over and above the $(4.0) million 
revenue loss expected to occur in each year between 
FY 2012 and FY 2014.  The $20 million credit cap is 
assumed to be reached by the end of FY 2015.  
Therefore, when the credit is exhausted beginning in 
FY 2016, this provision is estimated to produce a one-
time revenue gain of $4.0 million relative to the 
original FY 2013 budget projection.     

 
Laws 2012, Chapter 2 
• Corporate Sales Factor for Service Providers – This 

legislation allows multi-state service-providing 
companies to reduce their Arizona corporate income 
tax liability through a change in the calculation of the 
sales factor.  To be eligible for the change, a company 
is required to derive at least 85% of its sales of 
services from out-of-state customers.  The change in 
the calculation of the sales factor is phased in over 4 
years, beginning in TY 2014.  This provision is 
estimated to reduce corporate income tax collections 
by $(3.0) million in FY 2014 and grow to $(4.4) 
million in FY 2019. 

 
Laws 2012, Chapter 343 
• Reduction of Long Term Capital Gains – This 

provision reduces the individual income taxation of 
long term capital gains on assets acquired after TY 
2011 by 25% over 3 years, beginning in TY 2013.  
This provision is estimated to reduce individual 
income tax collections by $(17.5) million in FY 2014 
and grow to $(69.3) million in FY 2019. 

 
• Extension of Net Operating Loss Carry Forward – The 

legislation increases the net operating loss (NOL) 
carry forward from 5 years to 20 years, beginning in 
TY 2012.  This provision is estimated to reduce 
corporate income tax collections by $(12.2) million, 
beginning in FY 2019.  

 
• Income Tax Deduction for Federal Bonus 

Depreciation – This provision allows a one-time state 
individual income tax deduction equal to 10% of the 
bonus depreciation claimed on federal tax returns for 
assets placed in service in 2012.  This provision is 
estimated to result in a one-time income tax loss of 
$(4.2) million in FY 2014. 

 
• Qualified Facility Tax Credit – A new income tax 

credit is created for businesses that expand or locate 
qualified facilities in the state, beginning in TY 2013.  

The credit is 10% of the lesser of (1) the capital 
investment in the facility or (2) $200,000 for each net 
new employee hired at the facility.  To qualify for the 
credit, a company is required to devote at least 80% of 
its property and payroll at the facility to 
manufacturing, research, or a national or regional 
headquarter.  There are also certain minimum 
requirements with respect to wage and health 
insurance coverage for new employees at the facility.  
The credit is refundable but no single taxpayer can 
claim more than $30 million per calendar year.  The 
credit must be taken in equal installments over 5 
years.  The qualified facility credit is subject to an 
annual aggregate cap of $70 million, which it shares 
with the renewable energy credit enacted in 2009.  
This provision is estimated to reduce revenues by 
$(4.0) million in FY 2014 and grow to $(20.0) million 
in FY 2019. 

 
Temporary 1 Cent TPT Increase 
 
At the May 2010 Special Election, voters approved a 1 
cent increase of the TPT (sales tax) for 3 years.  The 
temporary TPT increased General Fund revenues by 
$864.5 million in FY 2011 and $915.8 million in FY 2012. 
As shown in Table 4, the 1 cent sales tax is expected to 
generate $924.2 million in its third and final year in FY 
2013.    
 
Urban Revenue Sharing 
 
The Urban Revenue Sharing (URS) program provides that 
a percentage of state income tax revenues (including both 
individual and corporate income tax) be shared with 
incorporated cities and town within the state.  The amount 
that is currently distributed to cities and towns is 15% of 
net income tax collections from 2 years prior.  As indicated 
in Table 4, total URS distributions will increase from 
$513.6 million in FY 2013 to $559.5 million in FY 2014.  
This URS increase results in a FY 2014 General Fund 
revenue loss of $(45.9) million relative to FY 2013. 
 
One-Time Financing 
 
As shown in Table 4, one-time financing sources are 
included in the budget for FY 2013 as well as FY 2014. 
The following is a discussion of these one-time financing 
sources.   
 

FY 2013 
 
The $44.0 million in one-time financing sources for 
FY 2013 includes: 
 
TPT Estimated Payment – Laws 2010, 7th Special Session, 
Chapter 12 lowered the threshold for estimated TPT 
payments from $1.0 million in annual TPT liability to 
$100,000 for FY 2010 through FY 2012.  Chapter 12 
generated an estimated one-time General Fund revenue 
gain of $48.0 million in FY 2010 and is expected to result 
in a one-time revenue loss of $(52.0) million in FY 2013 
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when the estimated payment threshold reverts to 
$1.0 million. 
 
Fund Transfers – The enacted FY 2013 budget provides 
for a total of $106.0 million in fund transfers.  Under the 
Baseline, this amount has been adjusted to $96.0 million.  
The FY 2013 budget assumed a $10.0 million transfer to 
the General Fund from the Citizens Clean Elections Fund, 
based on the level of prior year transfers.  A 1998 ballot 
initiative establishes a formula for the reversion of unused 
Clean Elections Funds to the General Fund.  The ballot 
language makes the Citizens Clean Election Commission 
responsible for calculating the reversion amount.  The 
Commission currently projects, however, that the ballot 
formula will not require a reversion. 
 
Balance Forward – The FY 2012 General Fund ending 
balance carried forward into FY 2013 was $397.0 million. 
 

FY 2014 
 
The $6.0 million in one-time financing sources for 
FY 2014 reflects previously enacted transfers from 
Judiciary Funds.  
 
Balance Forward – The FY 2013 General Fund ending 
balance carried forward into FY 2014 is estimated to be 
$651.0 million.  Compared to the $397.0 million FY 2013 
beginning balance, the projected FY 2014 balance reflects 
a gain of $254.0 million.   
 

Other Issues 

 
Federal Fiscal Cliff Impacts 
 
The possibility of Bush-era tax cuts expiring on December 
31, 2012 may have shifted some of Arizona individual 
income tax collections forward into tax year (TY) 2012 
that would have otherwise occurred in future years.  
Though the United States Congress eventually passed 
legislation to avert many tax increases of the “fiscal cliff,” 
investors appear to have proactively taken steps to avoid 
even the potential of higher tax rates in TY 2013.  As a 
result, investors’ TY 2012 personal income may have 
increased substantially, which may result in higher 
FY 2013 income tax collections in April.  This short term 
gain, however, could be offset by lower than expected 
income tax liability in FY 2014. 
 
Even without the fiscal cliff, the federal Affordable Care 
Act (ACA) of 2010 created incentives for investment 
income to be accelerated into calendar year 2012.  To help 
finance federal health care changes, the ACA legislation 
established a 3.8% surtax on the lesser of net investment 
income (capital gains, interest, dividends, rents, etc.) or 
annual earnings over a certain threshold amount ($250,000 
for married couples) as of January 2013.  These ACA 
provisions were not subsequently changed in the January 1 
federal budget legislation. 

 
The federal fiscal cliff further added to the incentive to 
post gains in 2012.  Prior to the American Taxpayer Relief 
Act of 2012 passed by the Congress on January 1, 2013, a 
maximum federal tax rate of 15% applied to both long 
term capital gains and qualified dividends.  Absent federal 
legislation, long term capital gains would have been taxed 
at the pre-2003 rate of 20%, beginning in 2013.  Qualified 
dividends would have been taxed as ordinary income with 
a maximum tax rate of 39.6%.   
 
The American Taxpayer Relief Act of 2012 increased the 
top rate on long term capital gains and qualified dividends 
from 15% to 20% for joint filers with income above 
$450,000 ($400,000 for single filers).  For taxpayers 
earning less than the thresholds, income tax rates were left 
unchanged (excluding the health care surcharge). 
 
While the magnitude of this potential tax year shift is 
difficult to estimate, it could be substantial.  Numerous 
corporations paid significantly higher dividends in the last 
quarter of calendar year 2012.  According to a market 
research company, the amount of special dividends ($30 
billion) distributed in the last quarter of 2012 was 4 times 
that paid in the same quarter in the prior year. 
 
As a result of these tax year shifting activities, Arizona 
will likely receive increased final income tax payments in 
April 2013.  However, such increases would come at the 
expense of reduced income tax collections in future years.  
 
The JLBC Staff is analyzing the potential impact of this 
provision.  There is little available data, however, to 
quantify the magnitude of the tax shift with any certainty.  
In addition, the state received an unusually large one-time 
individual income tax payment of $60 million in January 
2012.  Since this payment is not expected to be repeated, 
the federal cliff windfall may help offset the loss of these 
funds. 
 
The FY 2014 Baseline Summary on page S-2 provides 
possible options for addressing the windfall.   
 
Alternate Scenario 
 
Under the January 4-sector forecast, base revenue growth 
accelerates in the out-years, increasing from 4.9% in FY 
2014 to 6.2% in FY 2016.  The 3-year average is 5.7%.  
Long term forecasts, however, typically become more 
cautious with each succeeding year due to various risks 
and uncertainties (some of which were discussed in the FY 
2014 section).   
 
To address such contingencies, JLBC Staff developed an 
Alternate forecast that caps base revenue growth at 4.7% 
annually from the period from FY 2014 through FY 2016.  
This is 1% below the average annual growth rate of 5.7% 
for the same period under the 4-sector forecast.  The JLBC 
Staff used a similar approach at the last FAC meeting in 



7 

October 2012.  The probability that the Alternate forecast 
will be met or exceeded is 75%. 
 
This 4.7% forecast would reduce total General Fund 
revenues from $9.36 billion in FY 2013 to $8.96 billion in 
FY 2014, $8.78 billion in FY 2015, and $8.85 billion in 
FY 2016.   
 
The level of projected General Fund revenues under the 2 
scenarios is summarized in Table 7 below.      
 
 

 

Table 7    

Comparison of Revenue Forecasts 
($ Billions) 

Forecast Scenario FY 2014 FY 2015 FY 2016 

4-Sector Baseline    
Beginning Balance $0.66 $0.31 $0.02 
On-Going Revenue 8.32 8.69 9.12 
Total Revenue $8.98 $9.00 $9.14 

 
Alternate    
Beginning Balance $0.66 $0.22 $0.00 
On-Going Revenue 8.31 8.56 8.85 
Total Revenue $8.96 $8.78 $8.85 
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BUDGET STABILIZATION FUND 
 

Background 
 
The Budget Stabilization Fund (BSF) for Arizona was 
enacted in 1990 (A.R.S. § 35-144).  The fund is 
administered by the State Treasurer, who is responsible for 
transferring General Fund money into and out of the BSF 
as required by law.  The BSF is designed to set revenue 
aside during times of above-trend economic growth and to 
utilize this revenue during times of below-trend growth.  
The BSF is also known as the “Rainy Day Fund.”  
 

The Formula 
 
There is a statutory formula to calculate the amount to be 
appropriated to (deposit) or transferred out (withdrawal) of 
the BSF.  The formula is based on total annual Arizona 
personal income (excluding transfer payments) adjusted 
for inflation.   
 
The January budget documents of the JLBC and the 
Governor are to include estimates of the amounts to be 
appropriated to or transferred from the BSF for the 
upcoming budget year.  The final determination of the 
amount to be appropriated or transferred is based on 
calculations from the Arizona Economic Estimates 
Commission (EEC).  This final calculation is not made 
until June 1 of the budget year.  The EEC determines the 
annual growth rate of inflation-adjusted total state personal 
income, the trend growth rate over the past 7 years, and the 
calculated appropriation to or transfer from the BSF.  The 
EEC calculations, however, do not result in any automatic 
deposits or withdrawals, as they must be authorized by 
legislative action.  In practice, the formula has only served 
as a general guideline and has infrequently been used to 
determine the actual deposit or withdrawal. 
 
Key features of the BSF can be summarized as follows: 
 
• The deposit into or withdrawal from the BSF for a 

given fiscal year is determined by comparing the 
annual growth rate of inflation-adjusted Arizona 
Personal Income (AZPI) for the calendar year ending 
in the fiscal year to the trend growth rate of inflation 
adjusted AZPI for the most recent 7 years. 

 
• Adjusted personal income in the BSF formula is 

defined as total Arizona personal income less transfer 
payments, adjusted by the gross domestic product 
price deflator index.   

 
• If the annual growth rate exceeds the trend growth 

rate, the “excess” percent multiplied by General Fund 
revenue of the prior fiscal year would equal the 
amount to be deposited into the BSF.   

 
• If the annual growth rate of Arizona personal income 

is both less than 2% and less than the trend growth 

rate, the deficiency when multiplied by the General 
Fund revenue of the prior year would equal the 
amount to be withdrawn from the BSF.  This 2% floor 
avoids withdrawing monies from the BSF when 
economic conditions are slowing but there is not a 
recession.   

 
• By a two-thirds majority, the Legislature, with the 

concurrence of the Governor, can decrease a deposit 
or increase a withdrawal.   

 
• The BSF's total balance cannot be larger than 7.0% of 

the current year’s General Fund revenues, excluding 
the beginning balance. 

 
• In addition to the fixed income investments, the 

Treasurer is allowed to invest up to 25% of the BSF in 
equity securities. 

 

Deposits/Withdrawals 
 
FY 2011 
Arizona real adjusted personal income declined by (0.42)% in 
CY 2010.  Since this was both less than 2.0% and the trend 
growth rate of 1.92%, the formula recommended a BSF 
withdrawal of $(163.9) million in FY 2011.  This 
recommendation could not be implemented, however, since 
the fund was depleted in the spring of 2010 when Laws 2010, 
7th Special Session, Chapter 1 authorized the transfer of the 
remaining BSF balance of $2.8 million to the General Fund.   
 
FY 2012 
Arizona real adjusted personal income increased by 3.42% in 
CY 2011.  Since this was 2.07% above the trend growth rate 
of 1.35%, the formula recommended a BSF deposit of $167.4 
million in FY 2012.  This amount was less than the $250.0 
million BSF deposit authorized by Laws 2012, Chapter 294.  
 
FY 2013 
The University of Arizona’s Economic and Business 
Research Center (EBR) estimates that Arizona real adjusted 
personal income will increase by 3.55% in CY 2012.  Since 
this is 2.69% above the estimated trend growth rate of 0.86%, 
the formula is expected to recommend a BSF deposit of 
$234.2 million in FY 2013.  This amount, which is based on 
EBR’s current estimate, would be greater than the $200.0 
million BSF deposit authorized by Laws 2012, Chapter 294.  
 
FY 2014 
According to EBR, Arizona real adjusted personal income is 
projected to grow by 3.36% in CY 2013.  Since this is 2.98% 
above the trend growth rate of 0.38%, the formula is expected 
to recommend a BSF deposit of $265.9 million in FY 2014. 
 
Statutory Provision 
Laws 2012, Chapter 297 notwithstands the BSF formula 
through FY 2015. 
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Table 1 
Budget Stabilization Fund 1/ 

($ in Thousands) 

  Actual Actual Estimate Estimate 
General Fund Revenues FY 2011 FY 2012 FY 2013 FY 2014 
Adjusted Revenues $8,053,922.7 $8,704,595.1 $8,922,835.9 $8,322,171.2 
Statutory Limit of Revenues 7.0% 7.0% 7.0% 7.0% 
Maximum Balance 563,774.6  609,321.7  624,598.5  582,552.0  

Arizona Personal Income in Prior CY     
Real Adjusted Annual Income Growth (0.42)% 3.42% 3.55% 3.36% 
7-Year Average Income Growth              1.92%              1.35%                0.86%                0.38% 
Annual Difference (2.34)% 2.07% 2.69% 2.98% 

BSF Transactions     
Beginning BSF Balance 0.0 0.0 250,062.8 454,112.8 
BSF Formula Recommendation (163,903.8) 167,370.4 234,153.6 265,900.5 

Actual Transfer In     
Actual Appropriation – L'12, Ch. 294 2/ 0.0 250,000.0 200,000.0 0.0 

Actual Transfer Out                   0.0                   0.0                  0.0                  0.0 

Balance  0.0 250,000.0 450,062.8 454,112.8 

Interest Earnings & Equity Gains/Losses 3/  0.0 62.8 4,050.0 4,160.0 

Ending BSF Balance  $          0.0 $          250,062.8 $         454,112.8 $         458,272.8 
Percent of Revenues 0.0% 2.9% 5.1% 5.5% 
____________ 
1/ BSF history prior to FY 2011 can be found on the JLBC website. 
2/ Laws 2012, Chapter 294 authorized the transfer of $250.0 million in FY 2012 and $200.0 million in FY 2013 from the General Fund to the BSF. 
3/ Estimated interest earnings for FY 2013 and FY 2014 were provided by the State Treasurer’s Office. 
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Economic Indicators – January 2013 
 

NATIONAL 
 
The Conference Board’s U.S. Consumer 
Confidence Index fell (9.0)% in December, 
bringing the indicator’s year-over-year growth 
down to 0.5%.  The index’s drop was largely due 
to consumer fears about future impacts of 
going over the “fiscal cliff”.  In December, the 
measure’s sub-index for confidence in 
economic conditions 6 months into the future 
dropped (17.8)%.  Congress’ recent action to 
avert the most austere changes of the cliff may 
help restore some of the lost confidence in 
coming months. 
 
The Conference Board’s U.S. Leading Economic 
Index decreased by (0.2)% in November to a 
reading of 95.8. The latest reading is 1.8% 
above that in November 2011.  November 
decreases in stock prices and new 
manufacturing orders more than offset 
improvements in credit conditions and building 
permits.  
 
The Semiconductor Industry Association (SIA) 
reported that Semiconductor Billings (3-month 
moving average) in the Americas increased 
5.1% in November to $5.03 billion.  This amount is 
9.7% above billings in November 2011 and 
represents the highest reading since January 
2001.  Semiconductors are Arizona’s largest 
international export industry. 
 
Consumer prices, as measured by the U.S. 
Consumer Price Index (CPI), were unchanged 
in December and grew by 1.7 % above the 
prior year.  During December, a 0.1% increase 
in core inflation (all prices except for food and 
energy) was offset by a (1.2)% decrease in 
energy prices. 
 

ARIZONA 
 
The Federal Reserve Bank of Philadelphia’s 
coincident index gauges current economic 
activity in each state.  The index combines 4 
indicators:  employment, average hours worked 
in manufacturing, unemployment rate, and 
inflation-adjusted wages.  
 
In November, 45 out of 50 states had increases in 
their coincident indexes.  Arizona’s coincident 
index increased by 0.3% compared to the prior 
month.  Year-over-year, the Arizona index is 2.8% 
above last year, which is the 19th highest growth 
rate in the country.  While this is a significant 
improvement, Arizona’s index is still (10.9)% 
below its peak, which occurred in August 2007.  

See Appendix A – Tracking Arizona’s Recovery 
for additional historical information. 
 
The Federal Reserve Bank of Philadelphia also 
publishes a leading index for each state that 
forecasts economic conditions for the next 6 
months.  In addition to the coincident index, 
Arizona’s leading index is based on Arizona 
housing permits, Arizona initial unemployment 
insurance claims, national manufacturing 
delivery times, and the interest rate spread 
between the 3-month and 10-year Treasury 
instruments.   
 
Using a 3-month average, Arizona’s leading 
index projects that state GDP will grow at an 
annualized rate of 3.2% over the next 6 months.  
This is lower than the revised 3.3% growth 
projection in October but higher than the 3.0% 
projection in November 2011.  
 
Housing 
 
The number of Maricopa County pending 
foreclosures decreased from 11,973 in 
November to 10,466 in December.  This 
represents the seventh consecutive monthly 
decrease in this measure.  The December total 
is significantly below the peak in December 
2009 (51,466).  See Appendix A – Tracking 
Arizona’s Recovery. 
 
The total housing inventory in the Greater 
Phoenix area decreased from 24,712 in 
December 2011 to 21,095 in December 2012, a 
(14.6)% decrease.  This continues the decline in 
inventory that started in January 2011. 
 
As the supply of housing has declined, the price 
has increased.  In the Metropolitan Phoenix 
area, the median price of a single family home 
was $162,500 in November.  This represents a 
3.5% increase from October, and a 29.0% 
increase from November of last year. 
 
Another measure of the health of the Arizona 
real estate market is permitting activity.  For the 
3-month period through November, a total of 
1,263 single-family building permits had been 
issued statewide, a 50.8% increase from last 
year.  This level of activity is comparable to the 
amount of permits seen in September 2008, a 
month which marked the beginning of the 
rapid decline in the state’s housing market.  Still, 
the current level of permitting remains far 
below a more normal 3-month average of 
3,000 to 4,000 permits.  See Appendix A – 
Tracking Arizona’s Recovery. 

“The Conference 
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Economic Indicators (Continued) 
 

The performance of the multi-family housing 
sector is similar to that of single-family housing.  
For the 3-month period ending in November, a 
total of 358 multi-family building permits had 
been issued in the state.  This figure represents a 
level similar to October 2008.  Multi-family 
permitting activity remains (66.2)% below the 
peak of activity in April 2007. 
 
State Agency Data 
 
At the beginning of January, total AHCCCS 
caseloads equaled 1.27 million members, a 
0.2% increase from the prior month. Overall, 
AHCCCS caseloads are currently (4.2)% below 
January 2012 levels. The traditional acute care 
AHCCCS population, which consists primarily of 
lower income children and their parents, 
increased 0.1% from last month and decreased 
(1.3)% from a year ago. The total population in 
this program is almost 900,000. 
 
The childless adult program has not allowed 
new participants since July 2011. This population 
has declined (137,773) since then to 86,719. Of 
the decline, (11,938) is attributed to members 
who were transferred to the SSI program. As a 
whole, the Proposition 204 program has 
declined (1.3)% compared to the prior month, 
and (21.8)% from the prior year.  
 
KidsCare provides coverage for children with 
incomes above those in the traditional 
population. Its enrollment has declined since a 
freeze was implemented in January 2010. 
Enrollment declined (1.2)% compared to the 
prior month and (35.5)% from the prior year. 
Beginning on May 1, 2012, AHCCCS began a 
new program, entitled KidsCare II, which 
provides coverage for children up to 175% of 
the Federal Poverty Level. The state match is 
provided by voluntary payments from political 
subdivisions. As of the beginning of January, 
25,844 children were enrolled in KidsCare II. 
 
There were 40,930 TANF recipients in the state in 
November, a monthly caseload decrease of 
(2.6)%. Year-over-year, the number of TANF 
recipients has increased by 6.8%. This marks the 
third month of year-over-year growth in the 
TANF program since November 2009. Since that 
time, the State reduced the lifetime limit a 
person may receive cash assistance, first to 36 
months and then further to 24 months.  
Previously, the maximum had been 60 months. 
The appropriation for TANF cash assistance in 
the FY 2013 budget funds a caseload of 
approximately 36,200 recipients in FY 2013. 

The Supplemental Nutrition Assistance Program 
(SNAP), formerly known as Food Stamps, 
provides assistance to low-income households 
to purchase food. In November, there were a 
total 1.1 million food stamp recipients in the 
state, a (0.8)% decrease over the prior month. 
Compared to the same month last year, food 
stamp participation was down by (0.7)%. The 
number of SNAP recipients began increasing 
steadily in July 2007, after several years in the 
550,000 to 575,000 range.   
 
The 3-month average count of the Department 
of Corrections (ADC) inmate population 
increased to 40,085 inmates in December 2012. 
Relative to the prior 3-month period, the 
population has increased by 46 inmates.  
Compared to a year ago, the population has 
increased by 54 inmates. 
 
Employment 
 
The state gained a total of 3,200 nonfarm jobs 
between November and December.  The 
private sector added a net of 4,900 jobs in 
December whereas the government sector 
shed (1,700) jobs.  The nonfarm job net gain of 
0.1% was comparable to the 10-year average 
increase of 0.2% for December.  The largest 
contributions to December’s month-over-month 
net job gain came from the following sectors:  
leisure and hospitality (+1,400), information 
(+1,100), financial activities (+1,100), and 
education and health services (+1,100). 
 
Compared to December 2011, nonfarm 
employment was up by 2.6%, or 63,900 jobs.  The 
last time employment grew at a faster year-over-
year rate was in January 2007.  The largest year-
over-year net job gains came from the following 
industries:  professional and business services 
(+13,300), trade, transportation, and utilities 
(+12,200) and education and health services 
(+10,200).    
 
For the calendar year as a whole, Arizona’s 
economy added an average of 50,500 jobs 
(+2.1%), the best performance since 2006.  
 
As of December, total nonfarm employment 
remained (7.5)%, or (204,800) jobs, below peak 
employment in December 2007.  See Appendix 
A – Tracking Arizona’s Recovery. 
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Economic Indicators (Continued) 
 

Table 5 
ECONOMIC INDICATORS 

Indicator Time Period Current Value 
Change From 

Prior Period 
Change From 

Prior Year  

Arizona     
- Unemployment Rate (SA) December 7.9% 0.1 % (1.1)% 
- Initial Unemployment Insurance Claims December 19,147 (4.3)% (14.2)% 
- Unemployment Insurance Recipients  December 38,101 (3.8)% (30.9)% 
- Non-Farm Employment - Total 
 Manufacturing 
 Construction 

December 
December 

October 

2.51 million 
153,100 
119,400 

0.1% 
0.5% 

(0.3)% 

2.6% 
2.4% 
6.5% 

- Average Weekly Hours, Manufacturing November 40.6 0.2% 0.5% 
- Contracting Tax Receipts (3-month average) Oct-Dec $36.1 million (1.0)% 3.6%* 
- Retail Sales Tax Receipts (3-month average) Oct-Dec $149.8 million 3.6% 6.2%* 
- Residential Building Permits (3-month moving average) 
 Single-family 
 Multi-unit 

 
Sep-Nov 
Sep-Nov 

 
1,263 
358 

 
(6.6)% 

(29.7)% 

 
50.8% 
 36.2% 

- Greater Phoenix Home Sales 
  Single-Family 
 Townhouse/Condominium 

 
November 
November 

 
8,007 
1,181 

 
(8.5)% 
(6.3)% 

 
12.7% 

9.9% 
- Greater Phoenix Median Home Price 
 Single-Family  
 Townhouse/Condominium 

 
November 
November 

 
$162,500 
$100,000 

 
3.5% 
6.4% 

 
29.0% 
23.7% 

- Greater Phoenix S&P/Case-Shiller Home Price Index  
  (Jan. 2000 = 100)  

October 122.39 1.4% 21.7% 

-  Foreclosure Activity, Maricopa County 
   Pending Foreclosures (Active Notices) 

 
December 

 
10,466 

 
(12.6)% 

 
 (47.6)% 

- Greater Phoenix Total Housing Inventory, (ARMLS) December 21,095 (9.2)% (14.6)% 
- Phoenix Sky Harbor Air Passengers November 3.31  million (1.1)% 0.2% 
- Revenue Per Available Hotel Room November $51.25 (14.1)% (2.5)% 
- Arizona Average Natural Gas Price 
    ($ per thousand cubic feet) 

November $4.47 10.6% (11.1)% 

- Arizona Consumer Confidence Index (1985 = 100) 2nd Quarter 2012 68.6 (1.3)% 32.2% 
- Arizona Coincident Index (July 1992 = 100) November 181.26 0.3% 2.8% 
- Arizona Leading Index -- 6 month projected growth rate Sep-Nov 3.2% (0.1)% 0.2% 
- Arizona Personal Income 3rd Quarter 2012 $236.8 billion 0.6% 4.2% 
- Arizona Population July 1, 2012 6.55 million N/A 1.3% 
- AHCCCS Recipients January 1,268,918 0.2% (4.2)% 
 Acute Care Traditional  883,617 0.1% (1.3)% 
 Spend Down  - - (100.0)% 
 Prop 204 Childless Adults  86,719 (3.2)% (43.5)% 
 Other Prop 204  148,114 (0.1)% (4.8)% 
 Kids Care  8,281 (1.2)% (35.5)% 
        Kids Care II  25,844   17.4% - 
 Long-Term Care – Elderly & DD  53,346 0.3% 2.8% 
 Emergency Services  62,997 1.2% 12.8% 
- TANF Recipients November 40,930 (2.6)% 6.8% 
- SNAP (Food Stamps) Recipients November 1,128,883 (0.8)% (0.7)% 
- ADC Inmate Growth (3-month average) Oct-Dec 40,085 46 inmates 54 inmates 
-  Probation Caseload  
 Non-Maricopa 

  Maricopa County 

 
November 
November 

 
17,911 
25,295 

 
(222) 
(168) 

 
(698) 
(255) 

United States     
- Gross Domestic Product 
    (Chained 2005 dollars, SAAR) 

3rd Quarter 2012 
(3rd Estimate) 

$13.7 trillion 3.1% 2.6% 

- Consumer Confidence Index (1985 = 100) December 65.1 (9.0)% 0.5% 
- Leading Indicators Index (2004 = 100) November 95.8 (0.2)% 1.8% 
- U.S. Semiconductor Billings (3-month moving average) Sep-Nov $5.03 billion 5.1% 9.7% 
- Consumer Price Index, SA (1982-84 = 100) December 231.0 0.0% 1.7% 
 
*Adjusted for 1¢ sales tax 
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positions of Vice President of Stotler Economics, Manager of Revenue Forecasting for 
Atchison Topeka & Santa Fe Railway, and Economist for the Arizona Department of 
Economic Security’s Research Administration.  Ms. Roubik has been a member of the 
FAC since 2001. 
 
Martin Shultz is a Senior Policy Director in Brownstein Hyatt Farber Schreck’s Phoenix 
Office.  Prior to joining Brownstein, Mr. Schultz was the Vice President of Government 
Affairs at Pinnacle West Capital Corporation and its subsidiaries.  Mr. Shultz has been a 
member of the FAC since 1984. 
 
Randie Stein joined the Investment Banking firm Stone & Youngberg as a Vice 
President in the Public Finance Department in September 2004.  Ms. Stein has 10 years 
of experience as a fiscal advisor and Finance Committee analyst in the State Senate and 
as an economist/budget analyst with the Joint Legislative Budget Committee, and is a 
former staff director of the School Facilities Board.  She has been a member of the FAC 
since 2005. 
 
Marshall J. Vest is Director of the Economic and Business Research Center at the 
University of Arizona’s Eller College of Management.  Mr. Vest has headed the 
College’s Forecasting Project for over 30 years.  He is past-president of the Association 
for University Economic and Business Research, whose membership includes university-
based applied research centers from across the country.  Mr. Vest has been a member of 
the FAC for over 30 years. 
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