
 
 
 
 
 

Finance Advisory Committee 
 
 

Briefing Materials 
 
 

October 12, 2017 
 
 
 
 
 
 
 
 
 
 
 
 
 
 JLBC 

 
 

   



Finance Advisory Committee 

Briefing Materials 

October 12, 2017 

Table of Contents 

JLBC Staff Presentation ................................................................................................ Tab A 

JLBC Staff October 2017 Revenue and Budget Update ............................................... Tab B 

Jim Rounds Presentation ..............................................................................................Tab C 

Treasurer Presentation ................................................................................................ Tab D 

Arizona Economic Trends.............................................................................................. Tab E 

Background Information ............................................................................................... Tab F 
Sales Tax 

Historical Data Table – Total Collections ...................................................................... 2 
Historical Data Tables – Major Categories 

Retail .......................................................................................................................... 3 
Contracting ................................................................................................................. 4 
Utilities ....................................................................................................................... 5 
Restaurants and Bars ................................................................................................. 6 
Use Tax ....................................................................................................................... 7 

Individual Income Tax 
Historical Data Table by Component ............................................................................ 9 
 Historical Data Table – Payment Breakdown ............................................................. 10 

Corporate Income Tax 
Historical Data Table by Component .......................................................................... 12 

Insurance Premium Tax 
Description of the Insurance Premium Tax ................................................................ 14 
Historical Data Table – Collections by Insurance Line ................................................ 17 
Historical Data Table – Total Collections .................................................................... 18 

Economic Indicators ....................................................................................................... 20 

Finance Advisory Committee Member List (with biographies) ................................... Tab G 

JLBC
 





October 12, 2017

JLBC

Finance Advisory Committee
Revenue and Budget Update



JLBC 2

 ’17 revenue growth was below budget; 
consensus foresees trend continuing

 New forecast results in projected Baseline cash 
shortfalls:

’18 = $(24) M
’19 = $(80) M

Key Points
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The Shortfall Could Be Eliminated if . . .

 Projected revenue growth improves slightly 
(signals are mixed)

We continue $90 M of 1-time ’18 spending 
in ’19

The Shortfall Could Be Worse if . . .
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How Did We End Up with a Projected Shortfall?

 ’18 General Fund budget balance had little 
margin for error – 0.4%

 At that rate, small forecast shortfall easily 
pushes us negative

 1% variance in forecast yields $635 M over 
3 years



Revenue Forecast

JLBC
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’17 – Slowest Growth Since ’10

’17 Actual
Forecast Error 

($ in M)
Sales/TPT 4.5% 55

Individual Income 4.1% 12

Corporate Income (35.5)% (52)

Insurance Premium 2.8% (11)

Unclaimed Property/Other (2.9)% (23)

Overall 1.5% (19)

 ’17 Revenues were $(19) M below forecast; would have been 
positive $33 M without Corporate

 Revenues exclude fund transfers and urban revenue sharing
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’18 – 1st Quarter 4.0% Growth
- Improvement over ’17

’18 YTD
Sales/TPT 5.3%

Individual Income 5.4%

Corporate (5.1)%

Insurance Premium 4.2%

 1st Quarter Revenue: $17 M above forecast

 Individual income withholding up 5.3% year to date, 
continuing the trend from ’17

 Corporate losses more moderate than ’17
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Sales Tax
- Continued Moderate Growth 

’17 Actual = $4.5 Billion

’18 YTD = 5.3%

 Retail grew by 3.7% in ‘17 
compared to overall TPT
growth of 4.5%

 Share of spending on 
non-taxed services is 
growing

Base %

Net %

4.1%

3.7%

4.0%

4.0%

4.4%

4.4%

4.4%

4.4%
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Corporate Income Tax
- ’17 Was $(52) M Below Forecast
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Base %

Net %

5.3%

(14.6)%

4.8%

(13.5)%

4.5%

4.2%

3.9%

3.6%

 ’17 forecast error due to 
flat profit growth?

 US corporate profits 
forecast to improve

 Phase in of tax cuts mostly 
done by ’19

 ’18 collections lowest since 
’93

’17 Actual = $368 Million

’18 YTD = (5.1)%
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 Strong ’17 withholding 
growth of 5.6%

 ’17 aided by minimum wage 
hike, but more refunds?

 ’17 payments declined (0.6)% 

 May be due to investment 
income delays in hopes of 
federal tax cuts

’17 Actual = $4.1 Billion

’18 YTD = 5.4%

Individual Income Tax
- ’17: Strong Withholding, Weak Payments

Base %

Net %

4.8%

4.4%
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5.0%
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5.2%

5.2%
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 ’17 2.8% growth lowest 
since ’13

 Federal health care 
changes could disrupt 
forecast

 Health care represents 
62% of IPT

’17 Actual = $504 Million

’18 YTD = 4.2%

Insurance Premium Tax
- Slow Growth After ’14 - ’16 Expansion

Base %

Net %

3.7%

1.9%

2.6%

0.5%

2.7%

1.8%

3.2%

2.3%
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Consensus: Modest Growth Through ’21
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October 4-Sector Forecast

Percent change in Base revenues excluding balance 
forward, statutory changes, one-time revenues, 

and urban revenue sharing

October Consensus Forecast

 Finance Advisory 
Committee

 UA model – base 
 UA model – low
 JLBC Staff

Chance of Exceeding Forecast

 60%

Long Run Average Growth

 4.6%
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4.3%

4.1%

4.5%

4.1%

3.9%

4.5%

'18 '19 '20

Base Revenue Growth Rate *

Enacted Budget Oct FAC

13

’18 & ’19 Forecast Below Enacted Budget
- Primary Reason for Projected Shortfalls

*Excludes one-time revenues, tax law changes, and urban revenue sharing
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4.8% 4.5%

2.9%
2.3%

4.2% 4.2%
4.6% 4.4%

“UA Low” Adds More Caution to Forecast

Details in Appendix A

UA Base UA Low FAC JLBC UA Base UA Low FAC JLBC

’18 = 4.1% ’19 = 3.9%

Base Revenue growth adjusted for small categories

 “UA Low” is a slower growth scenario; not a recession

 . . . but we are approaching historical length of expansion
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Forecasted Net ‘19 Revenue Growth is 3.3%
- Net Growth Adjusts Base for Transfers & Tax Cuts

$ in M

’18 ’19 ’20 ’21

Base Revenue Growth (4.1%/3.9%/4.5%/4.6%) 414 397 482 514

Loss of 1-Time Fund Transfers (137) (8) 0 0

Previously Enacted Tax Legislation (117) (75) (6) (6)

Urban Revenue Sharing (17) 6 (19) (16)

Total 143 320 457 492

% Change 1.5% 3.3% 4.6% 4.7%

Excludes Change in Beginning Balance



Spending Forecast
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 Baseline reflects changes to active statutory and other 
funding formulas - no discretionary additions

 Continues annual suspension of $513 M of inactive
statutory formulas 

 Continues $931 M in K-12 “rollover” payments

 Assumes spending classified as one-time or expiring          
in ’18 budget does not continue

 Baseline excludes $250 M in ’19 discretionary increases 
requested by state agencies

1717

’18 – ’21 Baseline Spending Projections
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Projected Baseline Spending Increases by $226 M
- ’19 Statutory Spending Offset by Elimination Of 1-Times

’19
ADE – K12 Formula 148
AHCCCS – Medicaid Formula 112
DES – Medicaid Formula 47
U’s – Bonding Payment 27
Other 17
Total 351

$ in M 
’19

SFB Debt Service (35)
Loss of 1-Times
Counties – DJC/Other (10)
DES – DD Prop 206 (12)
ADE IT (7)
SFB Bldg Renewal (17)
Universities (15)
Employee Health (25)
Other (4)
Total (125)

Total Spending Changes $226 M
Total Spending $10,041

% Change 2.3%

$ in M Spending Above Prior Year Spending Below Prior Year



Cash and Structural Balance Forecast 
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’19 – A Structural Balance But A Cash Shortfall

 Ongoing Revenues exceed 
ongoing Spending

 Not enough, however, to 
pay for $99 M 1-time $ 
— primarily SFB

 Excludes $460 M Rainy 
Day Fund Balance

($ in M)

Balance Forward $ 0
Ongoing 
Revenues 9,965
Ongoing 
Spending (9,946)
One-Time 
Spending (99)

Cash Balance $ (80)

$19 M 
Structural 
Balance

FY 2019 Baseline Projection
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Projected ’21 Balance Grows to $287 M
- Represents Unlikely Scenario
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’19 ’20

Ending
Balance

ExpExp

Structural
Balance

$(24) M $(80) M $68 M

$(20) M $19 M $115 M

Exp

’21

$287 M

$300 M

Exp

’18

Projected cash shortfalls assumed to be solved 
as part of the budget process

10.42

10.91

10.05

10.63

10.35
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 Estimates based on no discretionary changes in next 3 
years

 Assumes no recession through ’21; would be longest US 
expansion on record

 Impact of federal tax changes – could stimulate growth, 
but there are state conformity issues

 Federal health care changes could be revived – debate 
about $ impact; likely a loss

2222

Forecast Risks
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 Corrections Prison Health

 Hospital Assessment

 Rental Car Surcharge

 DCS Foster Care

 K-12 Capital

2323

Litigation Could Impact the Bottom Line



Appendix

JLBC
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Appendix A: October 2017 FAC 4-Sector Consensus
2018 2019 2020 2021

Sales Tax
JLBC Forecast (9/27/2017) 4.0% 4.2% 4.1% 4.0%
UA – Low (9/15/2017) 3.4% 2.7% 3.9% 4.7%
UA – Base (9/15/2017) 4.6% 5.0% 5.5% 4.9%
FAC (9/27/2017) 4.2% 4.1% 4.0% 4.1%

Average: 4.1% 4.0% 4.4% 4.4%

Individual Income Tax
JLBC Forecast (9/27/2017) 5.9% 4.5% 5.4% 5.3%
UA – Low (9/15/2017) 2.8% 1.8% 4.8% 5.8%
UA – Base (9/15/2017) 6.1% 4.3% 5.9% 5.7%
FAC (9/27/2017) 4.4% 4.0% 3.9% 3.8%

Average: 4.8% 3.7% 5.0% 5.2%

Corporate Income Tax 
JLBC Forecast (9/27/2017) 6.4% 6.5% 5.6% 2.1%
UA – Low (9/15/2017) 2.5% 2.2% 5.9% 7.1%
UA – Base (9/15/2017) 3.6% 4.5% 4.3% 2.8%
FAC (9/27/2017) 8.9% 5.8% 2.3% 3.9%

Average: 5.3% 4.8% 4.5% 3.9%

Insurance Premium Tax 
JLBC Forecast (9/27/2017) 3.7% 4.5% 4.4% 4.4%
UA – Low (9/15/2017) 3.2% 0.6% 1.2% 1.9%
UA – Base (9/15/2017) 3.3% 1.1% 1.4% 2.5%
FAC (9/27/2017) 4.7% 4.0% 3.8% 4.0%

Average: 3.7% 2.6% 2.7% 3.2%
JLBC Weighted Average 4.9% 4.4% 4.7% 4.5%
UA Low Weighted Average 3.1% 2.2% 4.2% 5.1%
UA Base Weighted Average 5.1% 4.5% 5.4% 5.1%
FAC Consensus Weighted Average 4.5% 4.1% 3.9% 4.0%

“Big-4” Weighted Average 4.4% 3.7% 4.5% 4.6%
Consensus Weighted Average* 4.1% 3.9% 4.5% 4.6%
Adjusted Consensus Weighted Average** 3.0% 3.1% 4.5% 4.6%

*     Represents ongoing revenue adjusted for small revenue categories. 
**   Represents ongoing revenue adjusted for tax law changes; excludes urban revenue sharing. 
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Summary of the General Fund Budget Outlook 
 
• The October Baseline estimate provides an updated forecast of General Fund revenues and 

statutory spending through Fiscal Year (FY) 2021. 
• The preliminary FY 2018 beginning balance is projected to be $150 million, compared to a 

budgeted level of $171 million.  The decline is due to slower than expected revenue growth 
in FY 2017. 

• Over the next 2 years, gross revenue growth is projected to remain near 4%.  After adjusting 
for tax reductions and one-time revenue, net growth would be 1.5% in FY 2018 and 3.3% in 
FY 2019.   

• FY 2019 Baseline spending is expected to grow $226 million.  K-12 and Medicaid formula 
funding would increase by $307 million and be offset by the elimination of $(90) million in 
one-time spending.  

• The FY 2018 ending cash balance is currently projected to be a shortfall of $(24) million.  
The FY 2019 cash shortfall is expected to grow to $(80) million. 

• Year to date, the FY 2018 revenue signals have been mixed.  A slight uptick in growth would 
eliminate these shortfall estimates. 

• Even if that were to occur, the gains are unlikely to be significant enough to generate 
sufficient capacity for substantial discretionary initiatives in the FY 2019 budget.  

• By FY 2021, the state’s fiscal position is forecast to return to a positive cash balance 
approaching $290 million.  The underlying assumptions, however, make this scenario 
unlikely. 
 

The State’s Level of Reserves 
 
The projected FY 2018 shortfall is not surprising since the state only budgeted an ending 
balance of $38 million.  This balance represented approximately 0.4% of the state’s projected 
revenues.  Any small forecast error can easily push the state’s budget into the red. 
 
The state’s reserves also include approximately $460 million in the Budget Stabilization Fund 
(BSF).  By itself, that level would be 4.6% of state revenues. 
 
Financial analysts typically recommend that these balances be at least 5% and potentially 
higher than 10%.  In rating financial capacity, Standard and Poor’s (S&P) recommends that 
states strive for an 8% reserve.  Moodys believes that reserves of at least 10% are a 
characteristic of an Aaa-rated entity (although achieving that reserve level does not in and of 
itself guarantee an Aaa rating).   
 
The level of reserves should also be viewed in the context of a state’s particular level of risk.  In 
Arizona, there are uncertainties surrounding both the economic forecast as well as outstanding 
litigation. 

JLBC Staff - October 2017 Revenue and Budget Update 
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Forecast Risks 
 
The October Update is associated with a number of forecast risks that could either increase or 
decrease the projected budget balances.  Even small changes can have significant impacts on 
the budget as a 1% forecast error over 3 years would revise the ending balance by $635 million. 
 

Potential Gains 
• If implemented, lower federal taxes and fewer regulations could result in greater capital 

spending and stronger productivity gains.   
• Stronger economic growth at the national level would also benefit the Arizona economy 

and revenue collections.   
 
Potential Gain or Loss  

• Changes to federal tax policies have state conformity implications.  As a result, depending 
on the specific federal tax changes that are adopted and the extent to which the state 
conforms to these changes, Arizona could either gain or lose state revenue.   
 
Potential Losses 

• The current economic expansion has lasted for 100 months.  The average post-1982 
expansion is 95 months and the longest is 120 months.  The 120-month mark would be 
reached at the end of FY 2019. 

• Lack of progress in Washington with respect to tax and regulatory policies could harm 
business and consumer confidence.   

• Monetary policy errors by the Federal Reserve Board could “derail” the U.S. economy.  
 
Forecast Risks – Litigation  
 
In addition to economic factors, pending litigation may result in significant impacts to future 
budgets: 

• If the Arizona Supreme Court rules that the Medicaid hospital assessment required a two-
thirds vote, it would cost about $290 million General Fund yearly to replace the assessment. 

• A Superior Court judge has ruled that the Arizona Sports and Tourism Authority’s car rental 
tax should have been limited to transportation uses rather than for stadium subsidies and 
other purposes.  The court also ruled that the state is liable for the repayment.  The ruling, if 
upheld, would cost about $150 million in one-time monies. 

• The state is currently being sued in federal court over inadequate services to foster care 
children.  No ruling has been issued, however, and it is too early to estimate a potential 
cost. 

• School districts have sued the state to increase its level of K-12 capital funding.  As this 
lawsuit was only filed in May 2017, it may take a considerable time to resolve. 
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Reporting Requirements 
 
The FY 2018 General Appropriation Act requires JLBC Staff to report by October 15, 2017 as to 
whether FY 2018’s General Fund revenues and ending balance are projected to change by more 
than $50 million from the budgeted levels.  The FY 2018 projected ending balance is now $(24) 
million, or $(62) million lower than the budgeted $38 million level.   
 
In addition, A.R.S. § 35-125 requires the Legislature to provide 3-year estimates in each year’s 
budget bill.  In fulfilling these requirements, the JLBC Staff has reviewed the preliminary 
FY 2017 ending balance estimates and updated its 4-sector revenue projections in conjunction 
with the October 12th FAC meeting.  (See Attachment A).  In addition, the JLBC Staff has revised 
its spending projections through FY 2021 based on current statutory funding formulas. 
 
Updated FY 2017 Estimates 
 
The enacted budget projected the FY 2017 ending balance to be $171 million.  Mostly due to 
lower than expected revenue collections, the FY 2017 ending balance is preliminarily estimated 
to be $150 million.  The $(21) million net loss in the ending balance estimate was due to $(19) 
million of lower than projected revenues, along with a $2 million loss from higher than 
expected spending. The Arizona Department of Administration is required by law to publish a 
final FY 2017 ending balance figure by December 1.  
 
Excluding the state’s beginning cash balance and one-time revenues, FY 2017 net revenues 
grew by 1.5% rather than the budgeted increase of 1.7%, which translated into the revenue 
shortfall of $(19) million.   
 
While total FY 2017 revenue collections were just below the budget forecast, the results in the 
state’s revenue categories varied significantly.  Sales Tax posted the largest forecast gain, 
coming in at $55 million above forecast.  The state’s revenue results were also helped by a $12 
million forecast overage in Individual Income Tax, along with gains in smaller categories such as 
Lottery collections.  
 
In contrast, however, Corporate Income Tax collections fell by (36)% and were $(52) million 
below forecast.  The state also saw losses in the Insurance Premium Tax category ($11 million) 
and in other miscellaneous revenue categories.  Table 1 displays the performance of these 
revenue categories as compared to the enacted forecast.  
 

Table 1 
FY 2017 Revenue Growth Rates by Category 

   

  
Budgeted 

 
Actual 

Above 
Forecast 

Sales/TPT 3.2% 4.5% $55 M 
Individual Income 3.8% 4.1% $12 M 
Corporate Income (26.3)% (35.5)% $(52) M 
Insurance Premium 5.1% 2.8% $(11) M 
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Sales Tax 
The Sales Tax category increased by 4.5% in FY 2017 and ended up $55 million above the 
enacted budget forecast.  However, most of the FY 2017 forecast overage in this revenue 
category occurred for technical reasons.  Large taxpayers are required to make an advance 
payment in June, which then is credited against their tax liability in July.  The advance June 
payment (commonly referred to as “estimated payment”) was unexpectedly large this year, 
which resulted in a surge of collections at the end of FY 2017.  The FY 2017 sales tax growth 
rate after adjusting for the June advance payments was 3.8%. 
 
Although the state’s sales tax is levied under 16 different business classifications, approximately 
half of total tax revenue is collected from retail businesses.  By historical standards, the retail 
category performed poorly in FY 2017.  Collections from retail sales increased by 3.7% in 
FY 2017, the slowest growth rate since the end of the Great Recession.   
 
According to a recent report by the Rockefeller Institute of Government (“Volatility in State Tax 
Revenues; Mounting Fiscal Uncertainties”), consumers have become more cautious in their 
discretionary spending habits in the period following the Great Recession.  Lower wage growth 
and less reliance on debt-fueled spending are some of the factors behind this change.  The 
closures of many department stores and other apparel stores across the country, including 
Arizona, have not only adversely affected retail employment, but likely also resulted in a further 
shift to online sales.  The Rockefeller report suggests that the weakness in sales tax collections 
experienced in many states, including Arizona, “is at least partially attributable to tax dollars 
owed, but not collected, from online sales.”  
 
Apart from the shift from traditional “brick-and-mortar” stores to online sales, individuals are 
increasingly spending more of their disposable income on services rather than goods.  In 
Arizona like most other states, services are generally not subject to sales tax.  To provide some 
perspective, 25.9% of Arizona personal income was spent on taxable retail goods in 2006.  This 
figure has trended down over time and was 22.4% in 2016, the most recent year for which 
complete state personal income data is available.  While the (3.5)% reduction of this ratio over 
the last decade may appear small, it has significant implications for sales tax collections as the 
following numerical exercise demonstrates.  Taxable retail sales were $62.8 billion in 2016.  As 
noted above, this figure represented 22.4% of Arizona personal income that year.  However, if 
the ratio of taxable goods to personal income had remained at 25.9% instead, the level of retail 
taxable sales would have been $9.7 billion higher in 2016.  In terms of sales tax collections, the 
state General Fund would have received an additional $360 million that year.    
 
To conclude, the slowdown in sales tax collections appears to be due to a combination of 
factors, including slower wage growth in the post-Great Recession era, a shift away from 
traditional retail sales to electronic commerce, as well as a long-term trend under which 
consumers are increasingly spending a larger share of their income on services rather than 
goods. 
 

Individual Income Tax 
Individual Income Tax grew by 4.1% in FY 2017 and ended up $12 million above the enacted 
budget forecast.  Most of this forecast overage is related to Individual Income Tax withholding, 
which grew by 5.6%, the fastest growth rate since FY 2011.  
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A January 1, 2017 increase in the minimum wage to $10 an hour under Proposition 206 may 
have served to increase FY 2017 withholding collections.  A portion of added minimum wage 
revenues, though, may ultimately be refunded in FY 2018, depending on the extent that 
minimum wage workers can reduce taxes owed with exemptions, deductions and credits.  
 
Individual Income Tax payments decreased (0.6)% during FY 2017, including a (3.0)% decrease 
in final payments.  Another report from the Rockefeller Institute found that most states 
experienced reductions in final payments collections in the second half of FY 2017.  Changes to 
final payments are often driven by investment income, including capital gains. 
 
The Rockefeller report suggests that a portion of the nationwide negative trend in payments 
reflects taxpayers deferring investment income, in anticipation of future federal income tax 
reductions.  This may have served to lower payments associated with Tax Year (TY) 2016 
income, which were due by April 2017.  This explanation appears to be consistent with a (4.1)% 
year-over-year decrease in the state's April 2017 final payments.  Capital gains were likely also 
affected by poor stock market performance during calendar year (CY) 2016.  Growth in the S&P 
500 slowed to 1.5% in CY 2016, from 6.8% in CY 2015. 
 

Corporate Income Tax 
The state collected $368 million in corporate income taxes in FY 2017, which was a decline of 
(36)% over the prior year and the lowest amount collected since FY 2003.  Net revenue came in 
$(52) million below forecast. 
 
State corporate income tax collections depend on several different factors, including underlying 
profitability, strategic taxpayer behavior, and changes to federal and state tax policy.  Without 
access to corporate tax return data, however, it is difficult to determine the exact reasons for 
the large revenue decline in FY 2017.    
 
One of the reasons for the large decline in FY 2017 net collections was previously-enacted 
corporate tax reductions, most notably the 4-year phase-in rate reduction.  However, recent 
data from the Rockefeller Institute suggests that lower corporate profits could also help to 
explain some of the revenue decline.  Nationwide, state corporate income tax collections 
declined year-over-year for 6 consecutive quarters, beginning in the fourth quarter of CY 2015.  
Since many states did not provide corporate tax reductions during that time, the data suggests 
that underlying profitability may have been weak.  Therefore, the (36)% decline in Arizona 
corporate income tax revenue was likely due to both previously-enacted tax reductions as well 
as lower corporate profits. 
 

Insurance Premium Tax 
Insurance Premium Tax revenues grew 2.8% in FY 2017 and were $(11) million below the 
enacted budget forecast.  The FY 2017 rate of growth was the lowest since FY 2013 and 
represented a significant slowdown from rates of 6.5% in FY 2014, 9.2% in FY 2015, and 9.1% in 
FY 2016.  Collections from Medicaid contractors was the primary boost to revenues during 
those years, averaging annual growth of 17.1% from FY 2014 to FY 2016.  Growth in Medicaid-
related collections during those years was largely driven by the January 1, 2014 expansion of 
Medicaid coverage.   



 

 
JLBC Staff Report – October 12, 2017 Revenue and Budget Update   6 

The FY 2017 slowdown in insurance premium tax collections was primarily driven by low growth 
of 1.2% in collections from Medicaid contractors.  A reduction in the tax rate for most non-
health insurance premiums, from 2.0% CY 2015 to 1.95% in CY 2016, also contributed to the 
low growth of collections in FY 2017. 
 
FY 2018 - 1st Quarter 
 
The enacted FY 2018 budget assumed base revenue growth of 4.3% prior to tax law changes, 
urban revenue sharing and one-time adjustments.  After adjusting for the new tax laws, the 
budgeted FY 2018 net revenue growth rate is 1.7%.  Based on preliminary September 
projections, first quarter FY 2018 revenues are growing at a rate of 4.0% over last year 
(excluding urban revenue sharing and fund transfers).  Collections through September are $17 
million above the enacted FY 2018 budget forecast.  Preliminary collections were as follows: 
 
      % Change 

• Sales Tax  5.3% 
• Individual Income Tax  5.4% 
• Corporate Income Tax  (5.1)% 
• Insurance Premium Tax 4.2% 
• Other Revenues (33.9)% 

 
Overall revenue growth was moderate during the first quarter of FY 2018, though, results have 
been mixed across categories.  Sales tax growth of 5.3% year to date (YTD) represents a slight 
acceleration from growth of 4.5% in FY 2017.  Withholding collections continue the FY 2017 
trend of bolstering overall individual income tax revenues, having grown 5.3% YTD.  Following 
its lowest year of growth since FY 2013, insurance premium tax collection growth has improved 
to 4.2% YTD. 
 
Corporate income tax collections declined (5.1)% YTD, though, this decrease is more moderate 
than in FY 2016 and FY 2017.  The continued reductions in this category have likely been driven 
by the previously enacted phase-in of tax reductions.  Reduced collections in other revenue 
categories have also limited statewide collections, though, this is partly due to timing issues. 
 
FY 2018 – FY 2021 Revenue Projections 
 
The FY 2018 – FY 2021 forecast is based on input from the following 4 sectors (each equally 
weighted):  members of the Finance Advisory Committee (FAC) panel, University of Arizona’s 
“base” and “low” econometric revenue models, and JLBC Staff.  
 
The 4-sector forecast includes the 4 largest General Fund revenue categories, which are Sales 
Tax, Individual and Corporate Income Tax, and Insurance Premium Tax.  The JLBC Staff forecasts 
the remaining small revenue categories, which make up 5% of General Fund revenue. 
 
Under the October 4-sector forecast, gross General Fund revenues are projected to grow by 
4.1% in FY 2018.  This rate is slightly lower than the 4.3% growth rate assumed in the FY 2018 
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budget.  The FY 2018 revenue forecast under the October 4-sector update is $(36) million lower 
than in the enacted budget.   
 
In FY 2019, the projected 4-sector gross revenue growth rate is 3.9%.  The growth rate 
improves to 4.5% in FY 2020 and 4.6% in FY 2021.  Details of the October 2017 4-sector forecast 
are summarized in Attachment B.  
 
In addition to the consensus forecast for base revenues, the budget projections also include 
adjustments for previously-enacted tax legislation.  As shown in Attachment D, an estimated 
$(87.5) million in tax reductions will occur between FY 2019 and FY 2021.  Most of these 
reductions are from the final phase-in of the corporate rate reductions and sales factor increase 
that began in TY 2014.     
 
Excluding the state’s beginning cash balance, total net General Fund revenue is expected to 
increase from $9.64 billion in FY 2018 to $9.96 billion in FY 2019.  The projected FY 2020 and FY 
2021 revenue estimates are $10.39 billion and $10.86 billion, respectively.  
 
Future Year Spending Estimates  
 
As part of the October FAC process, JLBC Staff has updated its FY 2018 – FY 2021 projection of 
Baseline spending.  (See Attachment E).  The Baseline reflects the projected spending changes 
associated with statutory and other active funding formulas.  In addition, it reflects changes 
that were assumed in the FY 2018 enacted budget’s 3-year spending plan. 
 
Overall state spending is projected to increase by $226 million in FY 2019, or an increase of 
2.3% over the prior year.  This includes $351 million of caseload/statutory spending increases, 
which are partially offset by the elimination of one-time spending items and a reduction in 
School Facilities Board debt service requirements.  
 
Under the Baseline projections, spending is projected to grow by $309 million in FY 2020 (3.1% 
growth) and $273 million in FY 2020 (2.6% growth).   
 
FY 2018 spending remains close to the level of the enacted budget.  
 
The estimates incorporate the following specific adjustments: 
 
Statutory Formula Spending 
 
• K-12 state aid spending is projected to increase by $147 million in FY 2019, $162 million in 

FY 2020 and $190 million in FY 2021.  The growth reflects the following components:  1) 
1.3% annual student growth each year; 2) new annual inflation adjustments of 1.76% for 
FY 2019 and 2.0% in both FY 2020 and FY 2021; and 3) additional property taxes from new 
construction.  

• AHCCCS funding is projected to grow by $112 million in FY 2019.  This adjustment is 
primarily based on 1.5% enrollment growth and 3.5% capitation rate growth.  The increase 
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also includes $22 million in state General Fund money to resume a federal health insurer 
fee in FY 2019, following a 1-year moratorium in FY 2018.  In future years, AHCCCS spending 
is estimated to increase by $128 million in FY 2020 and $136 million in FY 2021.  

• University spending is projected to grow by $27 million in FY 2019 as the state pays the first 
installment on a 25-year plan to support capital projects on all campuses. 

• Department of Economic Security (DES) spending for the Developmental Disabilities (DD) 
program is projected to increase by $34 million in FY 2019, followed by increases of $46 
million in FY 2020 and $47 million in FY 2021.  These increases are based on: 1) formula 
assumptions of 4.5% enrollment growth and 3.5% capitation growth; 2) the transfer of 
funding for DD behavioral health services from AHCCCS to DES in anticipation of plans to 
fully integrate DD services in FY 2019; 3) the backfill of shortfalls in the DD state-only 
program for Medicaid-eligible clients to reflect the elimination of one-time DD equity 
monies from FY 2018; 4) funding for Proposition 206 rate adjustments to address scheduled 
increases in the minimum wage in calendar years 2018, 2019, and 2020; and 5) elimination 
of one-time funding for Proposition 206 costs and DD Room and Board from the FY 2018 
budget. 

• The Department of Corrections budget does not include an increase for FY 2019.  The flat 
budget reflects the prison population having declined by (1.1)% in the last year.  The 
department, however, is in the process of selecting a new vendor for a new inmate health 
care contract to start June 1, 2018.  If the department agrees to a higher daily per diem for 
inmate health care under the new contract, there could be a need for additional monies.   

• The Baseline projections assume the continued annual suspension of any inactive formulas.  
Each year, the Legislature enacts certain provisions that only suspend, not repeal, certain 
statutory formulas.  If those inactive formulas were counted, spending would increase by 
approximately $513 million.  K-12 accounts for most of the inactive formulas. 

 
One-Time Spending/Expiring Statutory Provisions 
 
• As part of the FY 2018 budget 3-year spending plan, certain spending items were 

designated as one-time and would not be funded in the FY 2019 Baseline.  This one-time 
spending totaled $180 million, and with the exception of SFB new construction funding and 
several miscellaneous items, this spending is not continued in the FY 2019 Baseline 
estimates.   
 

• The FY 2019 Baseline eliminates $90 million of the following one-time FY 2018 spending 
items:   
• $25 million for employer contributions to the State Employee Health Insurance Trust 

Fund (HITF), which has declining reserves.   
• $17 million of School Facilities Board Building Renewal Grant funding.  
• $15 million of funding to the Universities, which was designed for use as either 

operating or capital funding. 
• $12 million of DES funding for the Developmentally Disabled program, most of which 

was used to offset the costs of Proposition 206.   
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• $10 million of funding distributed to the counties.  This funding was mostly designated 
to partially offset county contributions to the Department of Juvenile Corrections, along 
with a smaller portion allocated directly to Pinal, Yavapai and Mohave Counties.  

• $7 million of funding to ADE for continued development of its computer system. 
 
Future Year Balance Projections 
 
As reported by the Department of Administration, the state ended FY 2017 with a $150 million 
cash balance.  Combining this $150 million reserve, $8 million Moody’s settlement and 
projected FY 2018 revenues of $9.64 billion, results in total available resources of $9.80 billion.  
Compared to the FY 2018 estimated spending level of $9.82 billion translates into a projected 
FY 2018 cash shortfall of $(24) million.   
 
Based on the current FY 2019 projections of $9.97 billion of revenues and $10.05 billion of 
spending, FY 2019 is estimated to have a cash shortfall of $(80) million.  
 
Beginning in FY 2020, the state is projected to have a cash balance of $68 million.  This balance 
is then expected to increase to $287 million in FY 2021.  (See Table 2 and Attachment A.)  These 
long-term estimates, however, represent an unlikely scenario due to several assumptions, 
including that no additional discretionary changes are made by the Legislature over the next 3 
years (such as tax reductions or spending increases beyond the Baseline).   
 

Table 2     
Baseline Ending Balance Projections 

 Fiscal Year 
 18 19 20 21 
Balance Forward/Other $   0.16 B $  0.00 B $  0.00 B $  0.00 B 
Ongoing Baseline Revenues 9.64 B 9.97 B 10.42 B 10.91 B 
 Less: 
Ongoing Baseline Spending   9.66 B    9.95 B 10.31 B 10.61 B 
One-Time Spending     0.16 B       0.10 B        0.05 B     0.01 B 
      Cash Balance  $(24) M* $(80) M*  $68 M $287 M 
     

 Structural Balance  $(20) M $19 M  $115 M $300 M 
 
* The projected cash shortfalls are presumed to be solved as part of the FY 2019 budget process. 

 
 
The long-term projections only account for statutory and funding formula growth.  Over the last 
decade, the statutory share of state spending has remained near 67%.  In other words, the state 
has historically spent one new discretionary dollar for every 2 new dollars of statutory growth.  
The Baseline also does not account for any new tax reductions beyond those already enacted. 
 
In addition, the Baseline makes no assumption about higher spending connected with pending 
litigation.  On page 2, we outlined at least 4 different lawsuits that could have a notable effect if 
the plaintiffs are successful. 
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Potential federal policy changes could also have state spending implications.  For example, the 
recent proposed Graham-Cassidy health care legislation would have eliminated the federal 
funding formulas for both the Medicaid expansion and health insurance exchange populations.  
In return, the state would have received a block grant no longer linked to the number of 
recipients.  While AHCCCS has a lower forecast of the impact, JLBC Staff’s preliminary FY 2020 
estimate of the legislation would have been an annual loss in excess of $(1) billion in federal 
funding.  If the efforts to “repeal and replace” the Affordable Care Act are successfully revived 
in the form of Graham-Cassidy, the state would have to decide how to address these issues. 
 





Attachment B

FY 2018 FY 2019 FY 2020 FY 2021

Sales Tax
JLBC Forecast (9/27/2017) 4.0% 4.2% 4.1% 4.0%
UA - Low (9/15/2017) 3.4% 2.7% 3.9% 4.7%
UA - Base (9/15/2017) 4.6% 5.0% 5.5% 4.9%
FAC (9/27/2017) 4.2% 4.1% 4.0% 4.1%

Average: 4.1% 4.0% 4.4% 4.4%

Individual Income Tax
JLBC Forecast (9/27/2017) 5.9% 4.5% 5.4% 5.3%
UA - Low (9/15/2017) 2.8% 1.8% 4.8% 5.8%
UA - Base (9/15/2017) 6.1% 4.3% 5.9% 5.7%
FAC (9/27/2017) 4.4% 4.0% 3.9% 3.8%

Average: 4.8% 3.7% 5.0% 5.2%

Corporate Income Tax
JLBC Forecast (9/27/2017) 6.4% 6.5% 5.6% 2.1%
UA - Low (9/15/2017) 2.5% 2.2% 5.9% 7.1%
UA - Base (9/15/2017) 3.6% 4.5% 4.3% 2.8%
FAC (9/27/2017) 8.9% 5.8% 2.3% 3.9%

Average: 5.3% 4.8% 4.5% 3.9%

Insurance Premium Tax
JLBC Forecast (9/27/2017) 3.7% 4.5% 4.4% 4.4%
UA - Low (9/15/2017) 3.2% 0.6% 1.2% 1.9%
UA - Base (9/15/2017) 3.3% 1.1% 1.4% 2.5%
FAC (9/27/2017) 4.7% 4.0% 3.8% 4.0%

Average: 3.7% 2.6% 2.7% 3.2%

  JLBC Weighted Average: 4.9% 4.4% 4.7% 4.5%
  UA Low Weighted Average: 3.1% 2.2% 4.2% 5.1%
  UA Base Weighted Average: 5.1% 4.5% 5.4% 5.1%
  FAC Consensus Weighted Average: 4.5% 4.1% 3.9% 4.0%

"Big-4" Weighted Average: 4.4% 3.7% 4.5% 4.6%
4.1% 3.9% 4.5% 4.6%

Adj. Consensus Weighted Average: ** 3.0% 3.1% 4.5% 4.6%

*  Represents ongoing revenue adjusted for small revenue categories 
** Represents ongoing revenue adjusted for tax law changes; excludes Urban Revenue Sharing

October 12, 2017 FAC 4-Sector Consensus

Consensus Weighted Average: *







Attachment D

Legislation FY2018 FY2019 FY2020 FY2021
Laws 2006, Chapters 14 & 325
STO Credit for Low-Income Students (12.4) (14.9) 0.0 0.0

Laws 2011, 2nd Special Session, Chapter 1
Phases down corporate tax rate from 6.968% to 4.9% over 4 years, beginning in TY 2014 (43.5) (32.1) 0.0 0.0 
Phases in corporate sales factor from 80% to 100% over 4 years, beginning in TY 2014 (18.7) (11.6) 0.0 0.0 

Sub-Total (62.2) (43.7) 0.0 0.0 

Laws 2012, Chapter 343
Creates a new income tax credit for capital investments in new or expanded manufacturing facilities, 
commercial headquarters, or research facilities (TY 2013)

(4.0) (2.8) 0.0 0.0 

Laws 2015, Chapter 8 & Laws 2016, Chapter 117
Ongoing Judiciary Fund Transfer to General Fund (2.0) 0.0 0.0 0.0

Laws 2015, Chapter 220 & Laws 2016, Chapter 358
Phases Down Insurance Premium Tax Rate from 2.0% to 1.7% over 6 Years (4.1) (4.3) (4.7) (5.0)

Laws 2016, Chapter 118
Increases state income tax deduction from 10% to 100% of federal bonus depreciation over 2 years, beginning 
in TY 2016

(8.0) 0.0 0.0 0.0

Laws 2016, Chapter 367
Exempts aircraft and aircraft equipment operated by charter airlines from TPT (2.3) 0.0 0.0 0.0

Laws 2016, Chapter 374
Modifies existing TPT exemption for electricity and natural gas purchased by manufacturing and smelting 
facilities

(12.2) 0.0 0.0 0.0

Laws 2017, Chapter 43
Diverts NEMF assessment from General Fund to Other Funds (2.5) 0.0 0.0 0.0

Laws 2017, Chapter 278
Provides income tax subtraction for ADA retrofits 0.0 (1.3) 0.0 0.0

Laws 2017, Chapter 281
Increases year-end transfer cap of Captive Insurance Fund to General Fund (0.1) 0.0 0.0 0.0

Laws 2017, Chapter 299
Increases personal exemption amount followed by inflation indexing (6.8) (6.7) 0.0 0.0

Laws 2017, Chapter 305
Reduces ongoing Judiciary transfers (0.4) 0.0 0.0 0.0

Laws 2017, Chapter 319
Authorizes an additional $10 million in angel investment credits from FY 2018 to FY 2021 (0.8) (0.8) (0.8) 0.0

Laws 2017, Chapter 334
Diverts real estate appraisal fee revenue from Board of Appraisals to General Fund 0.7 0.0 0.0 0.0
Laws 2017, Chapter 319
Modifies eligibility requirements for the new jobs tax credit and extends credit through FY 2025 0.0 (0.8) (0.9) (0.8)

Total General Fund Revenue Impact over Prior Year (117.2) (75.3) (6.4) (5.8)

1/  Each year represents the dollar value of the provision compared to the prior year.

October 2017 Revenue and Budget Update
Marginal Dollar Impact of Enacted Tax Law Changes 1/

($ in millions)
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Economic Forecast and Policy Discussion

FAC – October 2017

JIM ROUNDS, PRESIDENT

ROUNDS CONSULTING GROUP
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- Tax Rates?
- Econ Development Programs?
- Workforce (quality/avail/cost)?
- Transportation Infrastructure?
- Marketing?
- Responsible Regulations?
- Balanced Budget? 
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What Matters in Growing the Economy?
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Finding the Right Balance – ROI/Choices
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U.S. Conditions…
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U.S. Real GDP
Annualized Percent Change 2010 - 2017*
Source: U.S. Bureau of Economic Analysis
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U.S. Leading Indicators
1985 - 2017*
Source: The Conference Board Recession Period

*Through August 2017
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U.S. Employment Net Change
2014 - 2017*
Source: U.S. Bureau of Labor Statistics
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Thousands
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U.S. Employment Net Change by Industry
September 1-Month Net Change
Source: U.S. Bureau of Labor Statistics

*Through September 2017
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U.S. Real GDP – Good Policy Impact
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U.S. Real GDP – Bad Policy Impact
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Are Homes Affordable?
Share of U.S. Homes Sold Affordable to a Family Earning the Median 
Income 1992-2017* 
Source: NAHB/Wells Fargo; Housing Opportunity Index Recession Period

*Through Q2 2017
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Home Prices Escalating...
U.S. Median Price of Homes Sold 1992-2017* 
Source: NAHB/Wells Fargo Recession Period

*Through Q2 2017
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People Still Not Moving…
Percent of U.S. Pop. Living in a Different Residence 1981-2016 
Source: U.S. Census Bureau Recession Period
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Thoughts:

• Incomes moving up, people moving out.
• Economic vs social changes.
• Might be safe next year or two unless 

major new shock.
• Sweet spot will be next expansion.
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Arizona…

ROUNDS CONSULTING GROUP www.roundsconsulting.com

U.S. Job Growth 2017* - AZ Rank
State Ranking
Source: U.S. Bureau of Labor Statistics

Rank % State Rank % State

1 3.19% Nevada 11 1.88% Maryland 
2 3.05% Utah 12 1.83% New Hampshire 
3 2.83% Florida 13 1.81% Arizona 
4 2.68% Idaho 14 1.74% California 
5 2.67% Georgia 15 1.73% Montana 
6 2.55% Washington 16 1.69% Michigan 
7 2.40% Oregon 17 1.69% Arkansas 
8 2.24% Texas 18 1.69% Minnesota 
9 1.97% Tennessee 19 1.69% Missouri 

10 1.94% Colorado 20 1.59% North Carolina 

ROUNDS CONSULTING GROUP www.roundsconsulting.com

*YTD through August 2017
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Arizona Population
Annual Percent Change 2001 - 2016
Source: Arizona Department of Administration; Arizona Office of Economic Opportunity
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Arizona Median Price of Homes Sold
1997-2017* 
Source: Zillow Research Recession Period

*Through June 2017
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Arizona Single Family Home Permits
1990-2018*
Source: U.S. Census Bureau 
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Greater Phoenix Employment
Annual Percent Change 2000 - 2017*
Source: Arizona Department of Administration/Arizona Office of Economic Opportunity
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Good numbers…
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Greater Tucson Employment
Annual Percent Change 2000 - 2017*
Source: Arizona Department of Administration/Arizona Office of Opportunity 
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Balance of State Employment
Annual Percent Change 2002 - 2017*
Source: Arizona Department of Administration
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Population Growth
2016 Ranking by County
Source: Arizona Department of Administration/Arizona Office of Economic Opportunity 

ROUNDS CONSULTING GROUP www.roundsconsulting.com

Arizona Counties
Rank % Growth County

1 1.7% Pinal County
2 1.5% Maricopa County
3 1.3% Yuma County
4 1.1% Yavapai County
5 0.7% Navajo County
6 0.7% Coconino County
7 0.6% Santa Cruz County
8 0.4% Pima County
9 0.3% La Paz County

10 0.0% Mohave County
11 -0.1% Apache County
12 -0.1% Gila County
13 -0.4% Graham County
14 -0.6% Cochise County
15 -1.2% Greenlee County
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Where to Focus…How to Impact Growth?

ROUNDS CONSULTING GROUP

• Recruit businesses?
• Grow from within?
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AGAIN: Look for balance in data/policy.
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• Connect with us on:

- www.roundsconsulting.com

- Twitter:  @roundsconsult
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FINANCE ADVISORY 
COMMITTEE

CASH FLOW UPDATE

October 2017

OFFICE OF THE STATE 
TREASURER

THE HONORABLE JEFF DEWIT

STATE CASH FLOW

TOTAL OPERATING ACCOUNT AVERAGE MONTHLY BALANCE

Down -15% in FY 2018 YTD
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STATE CASH FLOW

State Operating Balance FY 2007 - FY 2018 YTD

STATE CASH FLOW

YTD FY 2018 Cash Flow vs. Last Two Fiscal Years





Arizona Economic Trends
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Total Non-Farm Employment

1.3% Y/Y Growth
(August 2017)

$22.73 / Hour
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Average Hourly Earnings – Private Sector
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Initial Claims for Unemployment Insurance
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State Sales Tax Collections – Retail Category
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(August 2017)
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5* January 2014 estimate adjusted downward by $30 million to reflect one-time 
category shift. 
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State Sales Tax Collections – Contracting Category
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Residential Building Permits
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Monthly Indicators   September 2017 
NATIONAL 

According to the U.S. Department of Commerce Bureau 
of Economic Analysis, the U.S. Real Gross Domestic 
Product (GDP) increased at an annual rate of 3.0% in the 
second quarter of 2017.  This estimate reflects a rebound 
from the growth of 1.2% experienced in the prior quarter.  
The improvement relative to the prior quarter was 
primarily due to an acceleration in consumption 
expenditures and an increase in federal spending and 
inventory investment.  Improvement in these categories 
was partly offset by a decrease in residential investment 
and state and local government spending.   

The Conference Board’s U.S. Consumer Confidence 
Index increased by 2.4% to 122.9 in August.  The latest 
reading is 20.7% above the index in August 2016 and is at 
its second highest level since December 2000.  The bulk 
of the increase in August reflected an improved 
assessment of current economic conditions.  The 
percentage of surveyed individuals that think jobs are 
plentiful minus the percent that think jobs are scarce 
rose to 18.1% during the month, the largest gap since 
2001.  

According to the U.S. Department of Commerce Bureau 
of Economic Analysis, the U.S. Personal Consumption 
Expenditure Price Index (PCEPI) increased 0.1% in July.  
The monthly increase was spread across most major 
product categories, excluding energy products.  The 
index reached year-over-year growth of 1.4% during the 
month, which is below the Federal Reserve Bank’s 2.0% 
annual inflation target.  

Consumer prices, as measured by the U.S. Consumer 
Price Index (CPI), increased 0.4% in August and 
increased 1.9% above August 2016 prices.  The index 
increase is primarily due to a 2.8% increase in the energy 
index, driven by a 6.3% increase in the gasoline index.  
Core inflation (all items less food and energy) increased 
0.2%, and other increases include the indexes for shelter, 
motor vehicle insurance, and recreation.  The indexes for 
airlines fares and used cars and trucks were the most 
significant decreases for the month. 

The Conference Board's U.S. Leading Economic Index 
increased 0.3% in July to 128.3 and stands 3.9% above its 
July 2016 reading.  Of the index's 10 components, 8 
made positive contributions for the month.  The typically 
volatile building permits index reversed course from last 
month to be the month’s sole negative contributor. The 
Institute for Supply Chain Management (ISM) index for 
new orders and interest rate spread index made their 
consistently positive contributions.  The average weekly 
claims, stock prices, and consumer expectations indexes 
also made modest positive contributions. 

ARIZONA 

Housing 
Single-family housing construction is increasing.  In July, 
Arizona’s 12-month total of single-family building 
permits was 26,010, or 8.9% more than a year ago.  The 
comparable single-family permit growth rate for the 
entire U.S. was 10.4%.  

The 12-month total of multi-family building permits has 
started to decrease.  In July, Arizona’s total of 9,906 
multi-family building permits was (2.9)% less than in 
2016.  Nationwide multi-family permits were 0.2% more 
than in 2016. 

Tourism 
Revenue per available room was $58.51 in July, which 
was 3.3% above the amount in July 2016.  Ridership 
through Phoenix Sky Harbor Airport during the month 
was up 0.8% compared to July 2016. 

Employment 
According to the latest employment report released by 
the Office of Economic Opportunity (OEO), the state 
added 41,900 nonfarm jobs in August over July.  Almost 
80% of the job gains were related to state and local 
education.  The state typically adds jobs in August 
when schools end their summer recess.  The average 
job gain for August in the prior 10 years was 45,400. 

Compared to August 2016, Arizona added 35,900 net 
new jobs in August this year, which an increase of 1.3%. 
Job growth has been trending down since the second 
quarter of 2017.  To provide some perspective, the 
year-over-year growth rate has been below 2% in 5 of 
the last 6 months.  The last time the state added fewer 
than 35,900 jobs to the payrolls was in July 2011.  The 
largest year-over-year job gains in August came from 
the following industries: Leisure and Hospitality Services 
(+13,300), Education and Health Services (+8,800), and 
Financial Activities (+5,200).   

The state’s year-over-year job increase during the first 8 
months of calendar year (CY) 2017 is 1.9%.  That rate 
represents a slowdown from the annual growth of 2.6% 
in CY 2016.  If the current trend of slowing job growth 
continues for the remainder of the year, Arizona will 
experience the lowest annual job gains since 2011, 
when nonfarm employment increased by 1.1%. 

The state’s regular unemployment rate decreased from 
5.1% in July to 5.0% in August.  Compared to August 
2016, the jobless rate is down by (0.1)%.  The state’s 
unemployment rate has remained at or near 5.0% over 
the last 12 months.  The U.S. unemployment rate 
increased from 4.3% in July to 4.4% in August.   
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2 JLBC – MONTHLY FISCAL HIGHLIGHTS – SEPTEMBER 2017 

Monthly Indicators (Continued) 

The U.S. Bureau of Labor Statistics releases estimates 
quarterly for a broader measure of labor underutilization 
called the total unemployment rate. Besides the 
“regularly” unemployed, the measure also includes 
persons who are available to work but stopped looking 
for a job (“discouraged workers”), and persons who had 
to settle for part-time employment (“underemployed 
workers”).  

The Arizona rate averaged 10.5% from the second 
quarter of 2016 through the second quarter of 2017.  This 
rate is (0.4)% below the reading issued for the prior 
period.  The state’s 10.5% rate was the fifth highest of 
any state.  The national average for the measure was 
9.2% during the quarter. 

In July, the Average Weekly Hours worked by individuals 
in Arizona’s private sector was 35.4 hours.  This workload 
was 2.0% above the level during the prior month and 
3.2% above the level in June 2016.   

The Average Hourly Earnings received by private sector 
workers was $25.37, which is 2.6% above the average in 
the prior month.  July earnings were 6.9% above the 
average in July 2016, which represents the highest year-
over-year growth since May 2009.   

State Agency Data 
At the beginning of September 2017, the total AHCCCS 
caseload was 1.87 million members.  Since the federal 
health care expansion in January 2014, the overall 
AHCCCS population has grown by 612,500 members. 

Total monthly enrollment decreased by (2,600) during 
August and is 1.6% higher than a year ago.  Most of the 
monthly decrease was concentrated in the Traditional 
and Proposition 204 populations of low income parents 
and children.  Collectively, enrollment in these 
populations decreased by (1,600), or (0.1)%, in August.  

Laws 2016, Chapter 112 reopened enrollment in the 
KidsCare program for children with family incomes 
above those in the Traditional population, beginning 
September 1, 2016.  Following the enrollment freeze in 
January 2010, the KidsCare caseload had dropped to 
500 members by August 2016.  Through September 1, 
2017, enrollment in the program reached 22,400, or 200 
more than the prior month’s enrollment.  

In January 2014, the state started accepting new 
enrollment to the Proposition 204 childless adults 
program.  In August 2017, the childless adult population 
decreased by (900), or (0.3)%.  At 317,300, this 
population is 1.4% higher than a year ago. 

The state also opted to expand adult Medicaid 
coverage to 133% of FPL.  Their enrollment decreased 
by (300) in August and now totals 82,200 individuals.  
Enrollment is 2.2% higher than a year ago.  The federal 
government currently funds 95% of this population's 
cost.    

There were 18,004 TANF recipients in the state in 
August, representing a 3.4% monthly increase from 
July.  The year-over-year number of TANF recipients 
has declined by (6.6)%.  The statutory lifetime limit on 
cash assistance increased to 24 months in August. 

The Supplemental Nutrition Assistance Program 
(SNAP), formerly known as Food Stamps, provides 
assistance to low-income households to purchase 
food.  In August, 917,460 people received food stamp 
assistance in the state, representing a 0.6% increase 
over July.  Compared to August 2016, the level of 
food stamp participation has declined by (6.1)%.  

The inmate population was 42,284 as of August 31, 
2017.  This is a 0.1% increase since last month, and a 
(1.1)% decrease since last August.  

Based on information the Department of Child Safety 
provided for July 2017, reports of child maltreatment 
totaled 47,061 over the last 12 months, a decrease of 
(3.7)% over the prior year.  There were 16,635 children 
in out-of-home care as of June 2017, or (9.0)% less 
than in June 2016.   Compared to the prior month, the 
number of out-of-home children decreased by (1.2)%. 
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3 JLBC – MONTHLY FISCAL HIGHLIGHTS – SEPTEMBER 2017 

Table 5 
MONTHLY INDICATORS 

Indicator Time Period Current Value 
Change From 

Prior Period 
Change From 

Prior Year 
 Arizona 

  Employment 
- Regular Unemployment Rate August 5.0% (0.1)% (0.1)% 
- Total Unemployment Rate (discouraged/underemployed) 2nd Q 2017 10.5% (0.4)% (0.8)% 
- Initial Unemployment Insurance Claims July 21,858 6.2% (1.3)% 
- Unemployment Insurance Recipients July 32,403 13.7% (7.7)% 
- Non-Farm Employment - Total

Manufacturing 
Construction 

August 
August 
August 

2,722,000 
164,400 
139,100 

1.6% 
0.4% 

(0.4)% 

1.3% 
2.8% 
0.7% 

- Average Weekly Hours, Private Sector July 35.4 2.0% 3.2% 
- Average Hourly Earnings, Private Sector July $25.37 2.6% 6.9% 
Sales

- Retail Taxable Sales 
Motor Vehicles/Misc. Auto 
Furniture/Home Furnishings 

April 
April 

$1,117 million 
$342.9 million 

15.3% 
4.1% 

5.4% 
4.3% 

        Building Material/Lawn & Garden April $463.6 million 26.6% 9.3% 
  Building 
- Residential Building Permits (12-month avg)

Single-family 
Multi-family 

July 
July 

26,010 
9,906 

2.2% 
(4.9)% 

8.9% 
(2.9)% 

- Maricopa County/Other, Home Sales (ARMLS)
 Single-Family (Pending Sales) July 5,565 (9.3)% (15.6)% 

- Maricopa County/Other, Median Home Price (ARMLS)
Single-Family (Pending Sales) July $257,386 (0.2)% 7.3% 

- Phoenix S&P/C Home Price Index (2000 = 100) June 169.94 0.8% 5.8% 
-  Maricopa Pending Foreclosures July 2,785 (4.2)% (24.6)% 
- Greater Phoenix Total Housing Inventory, (ARMLS) July 21,553 (2.3)% (8.8)% 
Tourism

- Phoenix Sky Harbor Air Passengers July 3,720,599 (0.9)% 0.8% 
- National Park Visitors June 1,843,162 21.3% 2.7% 
- State Park Visitors June 251,492 (8.3)% 11.6% 
- Revenue Per Available Hotel Room July $58.51 (10.0)% 3.3% 
General Measures

- Arizona Consumer Confidence Index (1985 = 100) 4th Q 2016 91.7 3.7% 12.9% 
- Arizona Leading Index -- 6 month projected growth June 3.0% 0.8% (1.5)% 
- Arizona Personal Income 1st Q 2017 $283.1 billion 1.0% 3.8% 
- Arizona Population July 2016 6,931,071 N/A 1.7% 
- State Debt Rating

 Standards & Poor’s/Moody’s 
 Outlook 

May 
May 

AA / Aa2 
Stable 

N/A 
N/A 

N/A 
N/A 

  Agency Measures 
- AHCCCS Recipients September 1st 1,870,632 (0.1)% 1.6% 

Acute Care Traditional 1,075,350 (0.1)% (0.8)% 
Prop 204 Childless Adults 317,302 (0.3)% 1.4% 
Other Prop 204 192,945 (0.3)% 4.9% 
Adult Expansion 82,205 (0.4)% 2.2% 
Kids Care I 22,389 1.0%   N/A 
Long-Term Care – Elderly & DD 60,256 0.4% 3.1% 
Emergency Services 120,185 (0.2)% 1.7% 

-  Department of Child Safety (DCS)
Annual Reports of Child Maltreatment (12-month total)

  DCS Out-of-Home Children 
July 
June 

47,061 
16,635 

(0.5)% 
(1.2)% 

(3.7)% 
(9.0)% 

Filled Caseworkers (1406 Budgeted) August  1,338 (19) (20) 
- ADC Inmate Growth August 42,284 0.1% (1.1)% 
- Department of Economic Security

- TANF Recipients August 18,004 3.4% (6.6)% 
- SNAP (Food Stamps) Recipients August 917,460 0.6% (6.1)% 

- Judiciary Probation Caseload
 Non-Maricopa 
Maricopa County

May 
May 

19,164 
28,644 

 0 
   197 

639 
955 

United States
- Gross Domestic Product

(Chained 2009 dollars, SAAR)
2nd Q, 2017 

(2nd Estimate) 
$17.0 trillion 2.2% 3.0% 

- Consumer Confidence Index (1985 = 100) August 122.9 2.4% 20.7% 
- Leading Indicators Index (2010 = 100) July 128.3 0.3% 3.9% 
- Consumer Price Index, SA (1982-84 = 100) August 245.0 0.4% 1.9% 
- Personal Consumption Price Index (2009 = 100) July 112.4 0.1% 1.4% 
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JLBC FINANCE ADVISORY COMMITTEE (FAC) MEMBERS 
 
Dan Anderson has served as Assistant Executive Director for Institutional Analysis for Arizona 
Board of Regents since July 2002.  From 1975 through June 2002, Mr. Anderson held various 
positions at the Arizona Department of Economic Security, with most of his time as Research 
Administrator.  He has been a member of the FAC since its inception. 
 
Brian Cary is Manager of Forecasting, Research and Economic Development for Salt River 
Project (SRP).  Prior to joining SRP in September 2007, he served as Principal Economist on the 
JLBC staff for 4 years.  Mr. Cary has been producing forecasts and analysis for more than 25 
years, mostly focused on the energy and financial sectors.  He joined the FAC in 1989. 
 
State Treasurer Jeff DeWit serves as the Arizona’s Chief Banker and Investment Officer 
overseeing more than $9.7 billion in state assets.  The Treasurer also serves as the Chairman of 
Arizona’s State Board of Investment, and State Loan Commission. He also serves as the State’s 
Surveyor General and is a member of the State Land Selection Board.  Since the FAC’s inception, 
the sitting State Treasurer has been a panelist. 
 
Matthew Gress is the Director of the Governor’s Office of Strategic Planning and Budgeting 
(OSPB).  The sitting OSPB Director is always a FAC panelist. 
 
George W. Hammond is Director and Research Professor of the Economic and Business 
Research Center in the Eller College of Management at the University of Arizona.  Dr. Hammond 
brings 17 years of experience in state and local econometric forecasting and regional economic 
analysis to the Center.  He has completed over 50 regional economic studies on topics that 
include economic and workforce development, energy forecasting, and the impact of higher 
education on human capital accumulation.   
 
John C. Lucking is President of ECON-LINC, an economic consulting firm.  Dr. Lucking also serves 
as a director for Sanu Resources Ltd., an international mineral exploration company, and as a 
trustee for several municipal bond mutual funds.  Previously, he served as Chief Economist for 
Bank One Arizona and as the Executive Director of the Governor’s Partnership for Economic 
Development (GSPED).  Dr. Lucking has been a member of the FAC since 1987. 
 
Georganna Meyer retired as Chief Economist for the Arizona Department of Revenue in 2014.  
She is currently working with The Maguire Company.  Georganna has been a member of the 
FAC since 1984. 
 
Elliott D. Pollack is President of Elliott D. Pollack and Company in Scottsdale, Arizona, an 
economic and real estate consulting firm established in 1987.  Mr. Pollack served as Chief 
Economist of Valley National Bank in Arizona for 14 years prior to establishing his consulting 
firm and is currently a member of the Economic Estimates Commission.  He has been a member 
of the FAC since its inception. 
 



Jim Rounds is President of Rounds Consulting Group.  The firm specializes in economic 
development and tax policy research.  Previously, Mr. Rounds served as a Senior Economist and 
Senior Budget Analyst with the Arizona Joint Legislative Budget Committee, and as Senior Vice 
President at Elliott D. Pollack & Company. 
 
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. 
 
Elaine Smith joined the Finance Advisory Committee in 2014.  Elaine is a Senior Economist in 
the Office of Economic Research and Analysis at the Arizona Department of Revenue.  She has 
been with the department for over 25 years. 
 
Randie Stein is a Director in the Public Finance Department of the Investment Banking Firm 
Stifel, Nicolaus & Company, Incorporated.  She has been with Stifel since 2004.  Ms. Stein has 
10 years of experience as a fiscal advisor and Finance Committee analyst in the Arizona 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. 
 
Steve Taddie joined the Finance Advisory Committee in 2014.  Steve was a co-founder of Stellar 
Capital Management, a Phoenix based investment management firm, and has been its 
Managing Partner since 2000.  He has 30 years of investment experience, has focused on 
applied economics in the financial markets for the last 15 years, and is a panelist for the NABE 
Outlook and the Arizona Blue Chip Economic forecasts. 
 
Doug Walls is the Research Administrator for the Arizona Office of Economic Opportunity, 
which generates and manages labor market information for the state.  In this role, Mr. Walls 
provides support for long-term workforce development initiatives around the state.  Mr. Walls 
is also responsible for producing and communicating state employment reports including 
employment projections, unemployment estimates, median-family income estimates and 
occupational profiles. 
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